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Australia invites you to the 
exhibition of the year. 


A visit to Sydney, 
Australia during the 


- Asian Pacific Trade and Industry 


Fair is a great opportunity for you 
to make new contacts, exchange 
‘information and ideas and foster 

new business for your company. 

On show will be a whole host 
of products from Australia, Asia 
and the Pacific, representative 
of primary, manufacturing and 
service industries. 

The theme of the Exhibition 
is “Partners In Progress” which 
expresses a marketing strategy 
aimed at developing trade 
between the nations of our region. 


The Asian Pacific Trade and 


Industry Fair, through the support 
of the Australian Government, 


N PACIFIC 
X: FAIR APRIL 9-17, 1988. 





TRADE & INDUSTRY 


Australian 
Industry and its 
Trading Partners, will be one of 
the most important events to be 
held in Australia this decade. 

The Exhibition will be staged 
against the backdrop of Australia's 
Bicentennial. By registering as a 
trade visitor now, you can avoid 
delays and be assured of 
a visit that will be exciting 
for you and highly 
profitable for 
your company. 
Sydney Convention 
and Exhibition 
Centre, Darling 
Harbour. 
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Please send me my Overseas Visitor registration details including entry tickets ERA 
Mr/Mrs/Miss 
Position 
Company 
Address __ 
:-—— —— Telex 
Please indicate [ ] your visitor classification. 
A. C) Government E. [] Marketing 
! B. [] Finance/Banking F. [] Research/Development 
C. [] Production S D] Qi css. EERE | ONE eT SYA ee 
D. [] Purchasing please specify 
Please indicate [ your area of interest at the exhibition. 
Manufacturing: A. [ ] Industrial B.[ ] Consumer 
| Service Industry; — C.[ ) Computer Services D. [C] Financial Services 
E.[ ] Transport F. [ ] Management Services G.[ ] Communications 
i Primary Industry: — H.[ ) Agriculture  1.[Mining J. [ ] Fisheries 
Send to: Total Concept Exhibitions 
P.O. Box 1221 Crows Nest, NSW 2065 Australia sac maa 


L Telephone (02) 436 3266 Telex AA72262 TOCOEX. Fax (02) 439 7040 
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[LETTERS TO THE EDITOR 


Victim of own folly 


The Prime Minister of Malaysia Datuk 
Seri Mahathir Mohamad seems to put 
full blame on the 11 United Malays Na- 
tional Organisation (Umno) members 
who brought the recent law suit, for his 
party's present “small” problem. How- 
ever, Malaysians can clearly see that it 
was the election tactics of Team A and 
Team B during Umno's 38th general as- 
sembly that caused the party to be de- 
clared an unlawful society. 

High Court Justice Datuk Harun 
Hashim made the best decision possi- 
ble. He judged in favour of neither 
Team A nor B but absolutely in accord- 
ance with the law. 

There was no excuse for Umno. Al- 
though it was parliament which passed 
the Registration of Societies Act, parlia- 
ment is really Umno and the party 
should obey the law that it drafted. 
Further, all the other components of the 
National Front have no choice but to toe 
the line and obey Umno when it comes 





to passing acts. No private member's | 


bill has ever been passed, nor even al- 
lowed to be heard in the Malaysian Par- 
liament. Opposition leader Lim Kit 
Siang has even been booed for trying. 
Now, Lim, who is currently being 
held without trial under the Internal 
Security Act, has but one consolation. 





— 


During a debate before the passing of | 


the Societies Act, Lim had warned that 
the act was draconian, that it would 
spell the end of societies or parties, 
especially those of the opposition, and 
even non-political or social welfare— 
type societies would suffer inconveni- 
ences. Although the act was initially 
aimed at ending secret societies, it was 
gradually abused and modified to en- 
trench the ruling party and curb opposi- 
tion. Now Lim has every right to laugh, 
for Umno has fallen victim to its own 
folly. 
Sabah 


The Singapore file 


It seems the prime minister of Singa- 
pore has an extremely thin skin, other- 
wise why does he not tolerate any critic- 
ism of his “domestic” policies? If Lee 
Kuan Yew and his minions want to reply 
at length to each and every report of their 
actions, they should start their own 
news weekly. Otherwise the letters 
pages of foreign journals will be filled 
with their nonsense. 

I am sure Lee wants to be regarded 
as an accomplished statesman of intar- 
national repute, but right now he is be- 
having more like the top banana of a 
banana republic. His conduct is both 
despotic and unseemly. 
English Village, Pennsylvania H. Liang 


Whatever the pros and cons of the dis- 
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pute between the REVIEW and the gov- 
ernment of Singapore, those of us a bit 
removed from the scene are tired of it 
all, particularly when it evidently de- 
tracts from your coverage of the lives 
and fortunes of a good half of the 
planet’s population. There are bigger is- 
sues. They deserve more of your atten- 
tion. Desist, please. 
Kathmandu Lewis R. Macfarlane 
Here in the US, there is a common 
method for people and organisations, 
no matter who they are, what they do, 
or what they believe, to express their 
opinion publicly. It’s called advertising. 


=< 
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If I were you, should James Fu or | 


others acting on behalf of the Singapore 
Government want an audience to 
further publicise their views, I would 
not hesitate to refer them to the 
REVIEW's advertising sales department. 

Notwithstanding the appropriate 
fee, with the proper art-work, a catchy 
slogan, and more lucid copy, Fu et al 


could project their views on unfavoured | 


priests and outlawed publications to 
achieve what they seem to be attempt- 
ing to accomplish by taking up free 
space in the LETTERS column. 

Perhaps the REVIEW could get the 


ball rolling. Fu has stated that how you | Government to the (Singapore) Na- 





deal with his correspondence will influ- 
ence how long the REVIEW is restricted 
in Singapore. May | suggest that you run 
his next letter as a two-page spread in 
48-point type under the headline of this 
modified slogan: “The Power of One.” 

Denver, Colorado ‘A Faithful Reader’ 


The Singapore Government, in its paid 
advertisement on the 28 January issue, 
seems to make much of the incident in 
which The Washington Post was forced 
to apologise for the conduct of one if its 
reporters. I fail to understand how this 
relates to the REVIEW's coverage of’ | 
Singapore. 

In any event, at least the Post was 
honest enough to admit a mistake and 


| show contrition. What did the Singa- 


pore Government do when one of its 
ministers was found to have been cor- 
rupt? Did the government offer to re- 
sign? 

At least we no longer have to read 
the self-serving, convoluted and silly 
letters of its spokespersons. 
Sydney Mike Dunn 
You express the intention of donating 
the proceeds of the fatuous full-page ad- 
vertisement taken by the Singapore 











The Oberoi, Bombay. 
When everything has to be just right 


Unmistakably, a truly outstanding 
hotel in the heart of the business centre 
of Bombay. Your very own personal 
butler. Excellent restaurants. A 24 hour 
Executive Centre. The Oberoi over- 
looking the ocean. Because you deserve 


the best the world 


has to offer. 
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“It’s not the machine itself that’s important, 
but the IBM back-up.” 


—— Managing Director P.T. ALTRON, Jakarta. Indonesia 





[. Usaha Sistim 
ent for IBM Work 


Informasi Jaya 
| Trade Corp. 


Ar 








‘en an economist starts a business, he has. 


e | reducing costs, maintaining ' ACCO! ! 
The managing director 
T. ALTRON faced rd dilemma when | 


an accounting, hes saw v profits : suffer ea 

Altron lacked a fast, reliable way to keep 

_ gales records. The financial expert called the 
information expert — USI/IBM. 








he; hoec lof en credit. 
and cash-flow is. very 


important. . Be ore IBM, 
it was a complete mess.” 





- Altron sells televisions, hi-fi equipment and | 
" spplisines on a hire-purchase basis. The _ 
NE 400. nari call c on customers - | 







ommended an information system: fue 
ad le for its needs. The system automates 







"With immediate access to the status of ie. 


We're not in the computer business 
tin the computer busi 
We're in the results business 
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Altron’s billing procedure, and. allows it t 
track accounts receivable and i income. 


than 10,000 customer accounts, Altron 
doubled its rate of c collection. 


Increased working capital has madeit © — — 
possible for Altron to op n more sales. m dm 
lets, and USI/IBM is still helping improve — 
operations. Recently, it researched the prs =o 
of expanding Altron’s system capacity. — — 
USI/ IBM compared the cost of upgradir g 






with the benefits: the ability to handle a_ l 2 dag 
larger customer base and add more. time- ——— 


saving functions. Altron was convir need, 


The plan was implemented. Simple: economics. 




























Jan.]. | 

. While this is an excellent and most 
worthwhile charity, I would venture to 
uggest that perhaps a more appropriate 
ecipient would be the (Singapore) Ex- 
Detainees Association or the Singapore 
Cultural Foundation. 


Singapore ‘Democrat’ 


Veteran visitors 


Donald Wise, in his otherwise evocative 
‘and pointed review of Tim Page’s Ten 
. Years After: Vietnam Today [REVIEW, 7 
Jan.] was in error when he stated: “The 
book may well help 'Nam veterans as- 
Suage the war which otherwise they 
might only be able to do completely by 
returning there themselves, a journey 
which is not yet possible for them." 

American veterans have been re- 
turning to Vietnam since December 
1981, beginning with delegations ar- 
ranged by Vietnam Veterans of 
America, Vietnam Veterans Against 
. the War, and various other veterans' 
. projects. Some special interest trips 
-were then arranged by American travel 
= agencies for veterans and their families, 
. but the business foundered when the 
_ | Vietnamese found that any group of 10 
.] veterans cherished hopes of visiting 10 
_| different bases or battle sites, often in 
-| places infested with malarial mos- 
«| quitoes, littered with unexploded 
ordnance, or accessible only by helicop- 
ter. 

Since April 1987, American veterans 
|. along with “boat people” resettled in 
_| the US have been signing up for one- 
.] week or two-week package tours of 
| Vietnam, flying in through Manila or 
| Bangkok. Since the US State Depart- 
| ment has a vested interest in denying 

. Vietnam any opportunity to earn hard 
||. currency, it has placed various restric- 
|. tions on such travel, including prohibi- 

.| tions against advertising by the travel 

| agencies involved and bogus “warn- 
ings" to overseas Vietnamese to the ef- 
fect that they may be subject to con- 
„scription or taxation once they land in 
Vietnam. 

- Tam sorry that Wise, as part of his 
- plug for Page's book (which I am sure 
deserves his praise), honestly felt 
he had to add to the current American 
mythic view of Vietnam as somehow 
. "lost," “closed,” or “behind the ‘Bam- 
boo Curtain’.” As an American who 
spent a month in Vietnam in 1981 with 
my overseas Vietnamese fiance and six 
weeks there in 1987 with my overseas 
etnamese husband and “Amerasian” 
son, I get pretty damned tired of jour- 
 nalists and others suspending their criti- 
cal and investigative faculties when they 
choose to write of Vietnam today. 

.. While I could not say that Richard 
Nixon, Henry Kissinger or Oliver 
North would be welcome in Vietnam — 
hey would probably be laughed at, 
ather than stoned — all the barriers to 



























tional Kidney Foundation [REVIEW, 28 





| 
| 
| 
| 
| 
| 
| 
| 


te ne TT Tar eiat ie USE Eme ei ri arene teens edna nth erie eran outages ERR REN AU 






| American Gls going back to Vietnam | B 


and coming to terms with their experi- 
ence there are in their own minds or set 
up by their own government. All the 
veterans I have talked to who have visit- 
ed Vietnam since 1975 have come away 


| healed, reconciled, completed, and 


angry that something they needed was 
almost denied them by their own gov- 
ernment, 

What I expected, and they expect- 
ed, what Page expected, was some 
kind of penitential pilgrimage to the 
"scene of the crime" — what we got was 
the time of our lives, thanks to the Viet- 
namese and the ineffable beauty of their 
country and their culture. 


New York Anna Bradley 


Beyond the beyond 


I was always of the opinion that there 
were consensus parameters of the geo- 
graphical area known as the *Far East." 
Į am quite aware, too, that Ireland is the 
westernmost country of Europe — and 
therefore rather beyond the beyond 
(old Irish description of faraway places) 
as far as the Far East is concerned. 

Why then do you permit British 

ropagandist, Aidan  Foster-Carter 
{Pyongyang’s backfiring bomb diplo- 
macy, 4 Feb.] to drag in from outer 
space a denigratory comment on the 
Irish Republican Army? 

If the IRA needs explication in your 
journal, perhaps it would be more help- 
ful to your readers' perspective to be in- 
formed that these patriotic Irishmen — 
and their political arm, Sinn Fein — are 
fighting the same colonial oppressor 
from which many Far Eastern nations 
have suffered discrimination, exploita- 
tion and repression in times not-too-far 


past. 

San Jose, 

California Donal E. J. Mac Namara 
Selective revenge 


When it was discovered in spring 1987 
that Toshiba Machine Corp. sold mill- 
ing machines to the Soviet bloc, waves 
of indignation rolled across the US. 
Even more startling, however, was the 
discovery that Toshiba had also cor- 
roborated with Norway's largest de- 
fence contractor, Kongsberg Vapenfab- 
rikk, to sell high-level technology to the 
Soviets for use in their new submarines. 
The US, baffled as to why it could not 
detect the Soviet Union's new under- 
water ICBM missile carriers, instigated 
a probe and uncovered the scandal in 
which Toshiba had become involved in 
1981. 

Without question, the sale was il- 
legal and costly. Both Toshiba's sale of 
technology and Vapenfabrikk's sale of 
computer systems were done covertly. 
Formerly superior to the Soviet Union 
in submarine technology, the US will 
have to pay out more US$40 billion to 
close the newly formed breach. 





the US for two to five years, a US$2 bil- 
| lion annual opportunity cost for 
| Toshiba. This method of punishment is 
| certainly acceptable. Toshiba will be fi- 
| nancially hit by this loss of sales and it 
| will also serve as an example to others. 
| The US, however, stops there. One may 
| wonder what became of the other per- 
| petrator, Kongsberg Vapenfabrikk, or 
| if Congress also vowed to withhold 
| grain sales to the Soviet Union for its 
| role in purchasing the information. The 
| answer is: no action was taken against 
| either party. Although the US consi- 
| dered denying Kongsberg its propos- 
| ed US$90 million purchase of Pen- 


guin air-ship missiles, 


| expediency 
| triumphed over principle and Kongs- 
| berg was left unscathed by the US. 
| This inconsistency raises not only a 
| few sceptics’ eyebrows. It is not new, 
| however. One needs to look no further 
| than the Carter administration to find 
| two other illegal technology sales. It is 
not surprising, then, that the Japanese 
do not take the US actions very seri- 
ously. 


| 

| 

| Phoenix, Arizona Jill Ludke 
| 


Challenging the church 


| The recent closure of the Singapore of- 
| fice of the Christian Conference of Asia 
makes it hard for one to believe that the 
recent attacks are not against the 
church, and reminds us of the time when 
King Herod went about slaughtering 
the infants in order to kill the Christ 
| child. The reason for this anti-Christian 
| approach is that most Christians do not 
| believe that Christianity should be just a 
| personal, ae and spiritual affair un- 
| concerned with what happens to one’s 
| neighbour, but should be active in 
| bringing social and political changes so 
| as to bring about the Kingdom of God 
on earth. The alternative appears to be 
apostasy. But what every Caeser like 
Lee Kuan Yew wants to do is to give the 
people a god of his own making. 

The People’s Action Party (PAP) 
would do well to remember that the 
people of Singapore (approximately 
only 60%) have given it the mandate to 
govern and not to transform Singapore 
into a totalitarian state, making arrests 

| and detentions without trial, telling us 
| what we may read and shutting the 
| mouths of individuals and organisations 
| under the pretext that they are commu- 
nists. If that isso, I could well consider the 
PAP itself to be inclined towards com- 
| munism because of their visits to com- 
| munist China to meet the Chinese pre- 
| mier and other government officials. In 
| fact I would say that the PAP seems to 
be practising the worst aspect of com- 
munism in turning Singapore into a total- 
| itarian state, while the church tends to 


advocate its best — socialism. 
Singapore 


‘Christian’ 





The US. Congress solution to the | | 
problem was revenge. The Senate voted | 
92-5 to ban Toshiba from exporting to | 















Cover illustration by Billy Leung. 
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.Page 12 
^ Hopes are high for an Afghan settle- 
ment despite Pakistani demands for 
an interim Seven ee 


Page 14 





Malaysian Prime Minister Mahathir 
succeeds in his bid to re-register 
Umno and is expected to exclude his | 
political enemies from the new set-up. 
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| Page 16 

| | The Soviet Union's efforts to make 

friends and influence people in Asean 

are beginning to pay dividends. 
| 
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Page 18 .— 
Phnom Penh: premier Hun Sen says 
| his country is ready to do without Viet- 
=i namese help and warns the resist- | 
. ance groups they only have a limited | 
| time to reach agreement on power- 
tp sharing. | 





The nssdiSinaiin of a popular film- 
i" star-turned-politician will affect the 
electoral fortunes of major political 
E petes in Sri Lanka. 


hak The number of high-profile Hongkong 

. defendants in commercial and other 
crimes jumping bail raises doubts 
yer the government's legal proce- 
dures and ability to bring criminals to 
account. 
















h Korean President Roh draws 
e from the opposition for retaining 
wen Chun. ministers in his newly 
ed es cabinet. 
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eisa s President Suharto will this month be re-elected 
unopposed to a further five-year term. But many analysts 
believe that, after 22 years of New Order rule, the presiden- 
tial succession is on the agenda and attention is focused on 
who Suharto will name as vice-president. Jakarta corres- 
pondent Michael Vatikiotis reports that the number of new 
faces in Suharto’s cabinet will signal the extent of the gov- 
ernment's cautious rejuvenation in the face of demands 
from the younger generation for greater political participa- 
tion. And he analyses the need for the new cabinet to step 
up the restructuring of the post—oil boom economy. 






Page 32 
Pine Minister Gandhi reshuffles the 
indian cabinet leading to speculation 
about a snap election later this year. 


Page 50 

Anti-communist South Koreans step 
up business links with China and the 

Eastern bloc, but remain wary of press- 

ing for diplomatic ties. 


Page 52 

Australian tycoon Alan Bond's listed 
flagship weathers the stockmarket 
depression, buoyed by the strong 
i cash flow of his brewing companies. 


| Page 54 

Peking's acute shortage of accom- 
modation for foreigners is set to turn 
into a property glut by the 1990s in the 
| wake of a building boom. 


| Page 56 

Japanese companies and entrepre- 
neurs, aided by the strong yen, are 
turning Japan into a leading patron of 
Western paintings. 


Page 56 

Bank of Tokyo is set to become the 
| biggest Japanese bank in the US after 
| agreeing to purchase California's 
Union Bank from Britain's Standard 
Chartered. 


Page 58 

Agribusiness conglomerate Charoen 
Pokphand Group, one of Thailand's 
few truly multinational concerns, ex- 
pands its operations in Asia, Europe 
and North America. 


Page 61 

Pakistan's Seventh Five-Year Plan is 
likely to boost the role of the private 
sector and continue existing privati- 
sation and deregulation policies. 

Page 68 

Manila aims to speed up disburse- 
ment of foreign loans for development 
projects after criticism from the World 
Bank and other creditors. 
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Philippine military 
rebels arrest ordered 
Gen. Renato De Villa, chief of 
staff of the Armed Forces of 
the Philippines, issued arrest 
orders on 19 February for navy 
| Capt. Rex Robles, air force 
| Lieut-Col Eduardo ‘Red’ 
| Kapunan, navy Lieut-Cdr El- 
pidio Layson and other officers 
for complicity in the 12 
November 1986 murder of 
trade union leader Rolando 
Olalia (REVIEW, 27 Nov. '86). 
All the accused were promi- 
nent in the Reform the Armed 
Forces Movement, a major 
force behind the military revolt 
which ousted former president 
Ferdinand Marcos in 1986. 
B — James Clad 


Cardinal Sin supports 
. anti-communist vigilantes 
< To coincide with the second an- 
..niversary of the overthrow of 
former Philippine president 
| Ferdinand Marcos on 25 Feb- 
.| ruary 1986, Manila Archbishop 
^p. Cardinal Jaime Sin has issued a 
pastoral letter which gives sup- 
= 0] port to various anti-communist 
«| citizen groups as long as they 
-.[ refrain from violence. Sin said 
. the military is “in the best posi- 
tion to prescribe and imple- 
ment the correct strategy" 
against the communist New 
. People's Army guerillas but 
¿> added that those “living in an- 
| xiety and fear because of the in- 
surgency problem" may use 
violence in self-defence. Hun- 
dreds so-called “citizen, volun- 
teer self-defence groups" are 
>} popularly known as “vig- 
c antes.” — James Clad 


-Indonesian communists 
. recruit new blood 
. Indonesia's intelligence chief, 
Yoga Sugama, has alleged that 
several young Indonesians 
“abroad have recently joined 
. the outlawed Indonesian Com- 
.munist Party (PKI). Sugama, 
- in a routine report on the com- 
.munist threat to Indonesia, 
told parliament that 35 Indone- 
sians had participated in an in- 
ternational meeting of com- 
munist parties in the Hunga- 
rian capital of Budapest in 
January. He described many of 
“those as "new names," not pre- 
:viously known to the security 
Services. 
-— Meanwhile, the Jakarta- 
- based Institute for the Defence 
-of Human Rights has disclosed 
that at least two former PKI 
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in 
mid-November 1987 after serv- 
ing long jail terms.It gave their 
names as Sukarmen and Su- 


members were executed 
wand. — Michael Vatikiotis 
| 
{ 
| 
| 





North Korean military 

chief replaced 

The removal of North Korean 
chief of staff Gen. Oh Guk 
Ryol, whose elevation to the 
post nine years ago was seen to 
cement military support for | 
Kim Jong Il as successor to his | 
father, President Kim H Sung, | 
has puzzled analysts. North | 
Korea's official media iden- | 
tified the new chief of staff as | 
third-ranking vice-premier and | 
alternate politburo member | 
Choe Gwang, a figure not pub- | 
licly associated with Kim Jong | 
Ils inner circle. Foreign resi- 
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dents in Pyongyang said Oh | 
was relieved of his post on 12 

February. | 

Some reports have suggested | 
Oh may have been given a 
more important party position. 
The change intrigued obser- 
vers looking for possible links 
to the bombing in November 

1987 of a Korean Air passenger | 

jet and reports that a Chinese | 

munitions train exploded sh 
side North Korea a month 

later. — John McBeth 

| 

i 

| 

| 


Bangladesh opposition 
to disrupt national polis 


marked the village-level union 
council elections on 10 Feb. | 
ruary, President H. M. Ershad 

has decided to deploy the | 
armed forces to assist law-en- | 
forcement agencies in main- 

taining peace during the elec- | 


tions. S. Kamaluddin 
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| Japan-US construction 
-|| talks break down 
4| Japan and the US have failed to 





| Jects 





BUSINESS. | 

| 

China's GNP passes | 
Rmb 1 trillion mark | 
China's GNP exceeded Rmb | 


| trillion (US$295 billion) in 
1987. up 9.4% from 1986, led 
by a 16.5% rise in the gross 
value of industrial output, the | 
State Statistical Bureau (SSB) 
said. The SSB also reported a 
gain of 16.5% in fixed-asset | 
investment, above target but | 
sull the lowest increase in | 
four years. Retail prices rose 
9.1% during the year. Steel 
production rose 7.395, but 
growth in industry was domi- 
nated by consumer goods: TV 
production rose 32.8%, re- 
frigerators 76.8% and wash- 
ing machines, 11%. | 

~~ Robert Deifs 





i 
i 
i 
! 
H 
j 





Haa viri mr tate Js BINA PALMA AA at irrita Hey rr SA MINA mpage ry SPANIEN IO INA 


agree on the terms under which 
Japan will open public-sec- 
tor construction projects to 
foreign bidders. The break- 
down occurred during work- 
ing-level talks which ended on 
19 February. The US rejected a 
list of six projects which Japan | 
suggested would use special | 
bidding procedures. The list | 
excluded airport terminal pro- | 
and local-government | 
projects, two sectors to which | 
| 

| 


i 
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the US is particularly anxious 
to gain admission. Japanese 
Officials say talks may re- | 
sume in mid-March. 

— Charles Smith 


| 
Pertamina says it | 
plans new refinery | 
Indonesia’s state oil company, | 
Pertamina, said on 17 February | 
it would build an oil refinery in | 
East Java. Pertamina president | 
A. R. Ramly told parliament | 
that the 100,000 | 
day facility would | 
Indonesia's refining capacity | 
by 10%. The announcement | 
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| CLARIFICATIONS | 


In Credit where it's due (25 
Feb.), the “struggling banks” 
referred to included SCB. This 
relates to Siam City Bank and 
not Siam Commercial Bank. 
On page 73, the Jan./Sept. 
reference in the tables with 
Shrinking profits hurt Taiwan 
| manufacturers, applies only to 
calendar 1987. : 
In Sticks and carats (18 
| Feb.), page 64, all the figures 


barrels-a- 
increase 
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| were overstated by a factor of | 
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has puzzled many in the 
industry because Indonesia 
already has underused refin- 
ing capacity. Parties from 


Britain. and Japan said. to 


be involved in the project 
say that while discussions 


have been under way for a 
year or so, plans are apparently 


far from fruition. 
— Michael Vatikiotis 


Hutchison in two new 

information ventures 

Hutchison — Telecommunica- 
tions (HT), Cable & Wireless 
(C &W) and Citic Technol- 
ogy will launch a used satellite 
from China in 1989 to sell tele- 
communications services to 
China and other Asian coun- 
tries in a project costing up to 
HK$1.17 billion (US$150 mil- 
lion). The refurbished Westar- 
6 satellite has an eight-vear 
life and may be used to trans- 
mit TV broadcasts to China. 
HT has also announced plans 


to market Global Report, 
Citibank's electronic finan- 
cial-information service, in 
Hongkong. 

— Christopher Marchand 
Australian airline buys 
up NZ carrier 


New Zealand has allowed An- 
sett Australia, which owns half 
of Ansett New Zealand, to buy 
out its partners in the New Zea- 
land operation, The airline had 
been operating for eight 
months in competition. with 
state carrier Air New Zealand 
(ANZ) — which has cut rates 
and profits to fight it. ANZ at- 
tacked the government's 22 
February move as unfair be- 
cause, it said, it has been bar- 
red from buying into the Aus- 
tralian market. — Colin James 
Canada cuts dumping - 

penalty on Hyundai | 

Canada has scaled back dump- 
ing penalties against South 
Korea's Hyundai Motors from 
an average 36% to an average 
26.3%. Penalties on Hyundar's 
Excel, the only model it still ex- 
ports to Canada, were cut to 
16.2%, which the firm says will 
be insignificant. A final ruling, 
set for mid-March, must deter- 
mine that General Motors and 
Ford, which filed the suit, were 
materially injured by Hyun- 
dals pricing policies before 
penalties can be imposed. 
Hyundai said the decision will 
not affect plans for its Brom- 
ont, Quebec, assembly plant, 
to be completed this year with 
an annual capacity of 100,000 
units. - — Mark Clifford 
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EASTERN OPENING 
-| Hungary will become the first 
| Eastern bloc country to be 
represented in South Korea when it 
.| opens a trade mission in Seoul in 
© March. The Hungarian move is 
expected to provide a precedent for 
. other East European governments to 
establish closer links with Seoul. 
-| Strong opposition from North Korea 
-j. has blocked past moves by Eastern 
| bloc countries, but Seoul's 
apparently accurate revelations 
ut the sabotage of a Korean Air 
senger jet in November may have 
'eakened Pyongyang’s influence — 
—[ even with other communist 
| governments. Hungarian officials are 
| said to have confirmed details of the 
^p. two Pyongyang agents’ activities in 
Ci Budapest, which were included in the 
| official South Korean version of the 
 sabotage. 


| CHRISTIAN WOES 
.. The Christian Federation of Malaysia 

© (CFM) claims that 10 known 

. Christians — among the 33 alleged 
activists still detained since their 
arrests in October under Malaysia's 
Internal Sécurity Act — are accused 
of furthering the cause of communists 
and trying to evangelise among _ 
Muslim Malays in order to destabilise 
the country and threaten national 
security. In statements to church- 
goers unreported in Malaysia, the 
CFM said that following the Christian 
path “does not make communists, 
Marxists or anti-national elements.” 
If detained Christians are accused of 


being communists or being used 
for subversive purposes, they 
should be charged and given fair 
trials in open courts, the CFM 
said. 


| TAXATION 


PACKAGE 
~~} A proposed 
Thai-Soviet 
agreement on the | 
avoidance of 
double taxation is 
expected to be 
one of the 
j| concrete results 
| from Thai Prime 
Minister Prem 
Tinsulanond's 
c  —— scheduled visit to 
Moscow in May. The tax pact, details 
of which are being worked out, is the 
least contentious issue and should be 
acceptable to both sides, reflecting 
Moscow 's expressed desire to 
broaden economic cooperation with 
Bangkok. A Soviet-Thai trading 
firm, Asia-Pacific Co., was set up late 
1987 to promote the export of Soviet 
chemicals and machinery parts to 
Thailand as part of Moscow's broader 
efforts to correct consecutive years of 
bilateral trade imbalance in 
Thailand's favour. 


MOVING DECISION 
A high-level proposal is now being 
considered by the Japan Defence 
Agency (JD A) to shift its central 

| Tokyo headquarters to the outer 
suburbs to make room for expansion. 
The present building is understood to 
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be too small, and it would be too. ~ 
expensive to accommodate expansio 
needed to meet increased — — | 
administrative demands which are 
occurring asa result ofthe JDA’s =. 
expanding role in forward defenc 
Japan's coastline and sealanes. 
JDA was to relocate, a major piece 
real estate would become available i 
central Tokyo. i 
VIETNAM POKER 
Vietnam is understood to be | 
considering arranging a tour foi 
foreign journalists of Cam R: 
in an attempt to show that the | 
not bristling with Soviet arms an 
ships. Some Moscow officials are also 
said to favour this approach, both asa 
confidence-building exercise to carry 
forward the momentum generated By- 
the Intermediate Nuclear Force 
treaty and as a way to pull the 
teeth from Washington's argument 
that US bases must stay in the 
Philippines to counter-balance a 
heavy Soviet military build-up on 
: OE side of the South China 
Sea. 


AID OVERSEER 

Japan has appointed Tsuneo Tanaka . 
to become its new ambassador to the... | 
Philippines, replacing Kyoshi Sumiya. 
who is to return to Tokyo. Tanaka, ` 
former ambassador to Athens, is a 
highly regarded diplomat who will 
oversee the increased aid package. 
Tokyo has agreed to provide 

President Corazon Aquino's 
government. 
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| would be barred from the 1,000-km border 
area with Pakistan (79 Feb.). 


LAOS 

Thailand and Laos agreed to begin a 
ceasefire and troop disengagement along a 
| disputed border area, ending months of 
fighting that has claimed hundreds of lives. 
Laos gave US officials two boxes of remains 
believed to be those of MIAs (18 Feb.). 


NORTH KOREA 

The government dismissed the Interna- 
tional Olympic Committee delegate for in- 
competence in handling the summer games 
| diplomacy, a Seoul newspaper reported (22 
Feb.). 


PHILIPPINES 

House speaker Ramon Mitra held talks in 
| Saudi Arabia with Prince Saud in an effort to 
| block moves by the Moro National Libera- 
tion Front to gain membership in the Organi- 
sation. of Islamic Conference (2/ Feb.). 
Lieut-Col Eduardo Kapunan, a renegade 
army officer charged in the 1986 murder of 


. | BANGLADESH 
- } Bomb blasts injured 20 
 tagong (27 Feb.). 


people in Chit- 


=- Vietnamese Foreign Minister Nguyen Co 
Thach said his country would withdraw its 
"Cambodia not later than 31 De- 


cember 1990, Japan's Kyodo news service 
23 Febi — | 


reported ( 
|. HONGKONG | 

<The Hongkong Bar Association estab- 
lished a special sub-committee comprising 
prominent Queen's Counsels and other ex- 
vert lawyers to assess the implications of the 
rrian trial and the decision by Justice 
Jarker to acquit the six defendants, it was re- 
rted (8 Feb.). 


INDIA 

.. Suspected Sikh separatists hurled home- 
made bombs into court buildings in four 
cities in Punjab, killing at least eight people 
and injuring more than 50, police said. The 
Ifnment announced that foreigners 
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leftist leader Rolando Olalia, surrendered =) 
proclaiming his innocence (22 Feb.). if 


Roh Tae Woo named a new cabinet (79. 
Feb.). Riot police fired tear gas to dispers 
hundreds of students staging an anti-govern- - 
ment demonstration in Seoul, it was report- 
ed (20 Feb.). Leading opposition figure Kir 
Young Sam and his rival Kim Dae Jun 
agreed to resume talks on reuniting their par 
ties to challenge the government in genet: 

elections (23 Feb.). poro 

















Indian troops, in retaliation for a Tamil 
ambush, shot dead 20 Tamil rebels in no 
eastern Mullaitivu district, military off 
said (23 Feb.). us. 


TAIWAN ri 

President Lee Teng-hui, « 
press conference since takin 
late Chiang Ching-kuo, delive 
buff to China's overtures for r 
(22 Feb.). F 
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S Secretary of State 
| W George Shultz left Mos- 
. cow on 23 February express- 
ing the hope that Soviet troops 
will be out of Afghanistan by 
| the end of the year. Soviet of- 
. ficials say privately that after 
| the Shultz visit they are more 
| hopeful that Washington 

might help them achieve their 
-self-imposed deadline by per- 
| suading Pakistan to be less 
|. stubborn over the issue of 
| an Afghan interim govern- 
^j ment. 

.| Before his arrival in Mos- 
| cow, Shultz had been quoted 
.] as expressing qualified sup- 

. port for the Pakistani demand 
|. that a coalition government be 
| formed in Kabul before an 
Afghan peace agreement was 
signed. At the end of his 
Soviet stay, however, he was 
more guarded. "I think everyone can 
see [an interim government] would be 
desirable, if it could take place," he told 
a press conference. 

But the question of such a govern- 
ment was "fundamentally up to the Af- 
ghans." After the press conference, US 
officials said Under-Secretary of State 
Michael Armacost, the senior US offi- 
cial handling the Afghan issue, would 





lamabad. 






















Eduard Shevardnadze left open the pos- 


timeframe for a pull-out. Asked whe- 
ther the Soviet side had offered to cut 
any time off the withdrawal — US offi- 
|. cials have said they would prefer eight 
| Or nine months — Shevardnadze simply 
| said that he considered the present 
|| timetable "appropriate." 

| , Moscow continues to assert that an 
||. interim government was a "purely inter- 
- nal matter" that should not be part of 
. the UN-sponsored Geneva peace talks, 
and are still stressing their hope that the 
< next round of the talks, opening on 2 
March, will be the last. 

. But the Soviets have also expressed 


- tan's change of position on the question 
of the interim government. Pakistan 


| vide the necessary stability that would in 
. turn encourage the 3 million Afghan re- 
-fugees in Pakistan to return home. But 
ina 18 February interview with Pravda, 
First Deputy Foreign Minister Yuli 





be flying almost immediately to Is- | he 
| drawal of Soviet troops from Afghanis- |. 
For his part, Soviet Foreign Minister - 


sibility of a shortening of the 10-month | 


: frustration at what they claim is Pakis- | 


says that such a government would pro- | 


| 
| 
| 
| 
| 


Vorontsov, who recently had talks in Is- 
lamabad, said that Pakistan is “looking 
feverishly for pretexts" to delay signing 
the Geneva agreements. 

Pakistan had consistently stressed 
that "the presence of Soviet troops in 
Afghan territory was the key reason for 
the appearance of refugees in their 
country," Vorontsov continued. "And 
they repeated hundreds of times that 
exactly one thing, namely the with- 


tan, was necessary for the return of the 
refugees to the homeland." 

(In Islamabad, officials said the insis- 
tence on working out arrangements for 
an interim government in Kabul does 
not negate Pakistan's previous stand 
calling for an immediate Soviet with- 


| drawal, nor is it an afterthought as 


suggested by Vorontsov. *It has always 


| been understood that agreement on an 
| interim government would accompany 


any Geneva agreement for withdrawal 
of foreign troops," said a Foreign Minis- 


would be conditional to creation of cir- 
cumstances conducive to the return 
home of the refugees.) 

It i5 seen as significant by observers 
in Moscow that the official Soviet media 
have suddenly begun to discuss openly 
the political shortcomings of the Peo- 
ple's Democratic Party of Afghanistan 
(PDPA) since 1978. The influential 
Soviet weekly, Literaturnaya Gazeta, 
which carries some of the less dogmatic 
foreign-policy commentary in the 


ened 





| try official. From Pakistan's point of | 
| view, any settlement reached at Geneva 


Iving peace a chance 


By Sophie Quinn-Judge in Moscow and Nayan Chanda in Washington 
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Soviet press, ran an article on 
17 February saying that the 
PDPA has failed to obtain the 
goals for which it launched its 
revolution in 1978. The au- 
thor, Alexander Prokhanov, 
departed from what over the 
| last year had become the 
| standard picture of Afghanis- 
| tan in the Soviet press — the 
spreading process of reconcili- 
ation, being disrupted by 
“bandits” with foreign-sup- 
plied weapons. : 
Instead, he wrote: “The 

| PDPA has not grown strong, 
| has not been recognised by all 
| thepeople." Thereasons were 
"mistakes in the political line 
... the imposition of socialism 

| by directive in an un-Afghan, 
| un-Islamic form which was an 
| insult to tradition, which ex- 
: pressed itself by force and rep- 
ression." And was it possible, he asked, 
to have a strong socialist structure in a 
country of innumerable tribes, nomads, 
leaders and satraps? Instead of referring 
to the guerillas as bandits, he used their 
own preferred designation —mujahideen. 















— What now seems to be the Soviet 
-| bottom line on Afghanistan comes 
- |. through in the author's attempt to reas- 
-|. sure his readers that their government's 
| efforts were not all in vain. "In spite of 
everything that has not been attained, 
fundamentalism of the Iranian type is 
already impossible there . . .” he wrote. 
“Nor will there be a threat to our central 
Asian republics, or American intelli- 
gence gathering svstems on our bor- 
der," he concluded. 


| 
| 
| 
| 
| 


iecur US officials privately 
said that both the US and the Soviets 
— were keen enough for a settlement to be 
. | able to overcome resistance from Pakis- 
Citan as well as from conservative ele- 
ts in the US administration. 
`|- Pakistan took the US by surprise 
| with its stand that it would not sign the 
| UN-negotiated agreement until an In- 
| terim government acceptable to the 
.| mujahideen was formed. As the pros- 
pects of an agreement and subsequent 
halt to US aid to the resistance appeared 
more real, some in the administration 
became concerned that under the 
Geneva agreement the Soviets would 
be free to continue to aid the Kabul re- 
gime during the troop withdrawal while 
the US would be obliged to stop its aid 
to the mujahideen. 
| These new concerns posed for Wash- 
| ington the dilemma of either pushing for 
| their acceptance and appearing as the 
stumbling block to peace or being con- 
demned for having sacrificed the in- 
| terest of Pakistan and the mujahideen in 
| order to obtain a harmonious final sum- 
| mit between President Reagan and 
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Mikhail Gorbachov later this year and 
| further progress on an arms agree- 
| ment. 
| While expressing understanding for 
| Pakistani concerns, the US does not ap- 
pear ready to embrace Islamabad's con- 
ditions to a point that it derails an agree- 
ment. The initial US reaction to the 
Pakistani demand was dismay at this 
last- minute manoeuvre. However, dur- 
| 
| 


ing his one-day trip to Washington on 17 | 
February, Pakistan's Minister of State | 


for Foreign Affairs Zain Noorani ap- 
| peared to have gained US understand- 
ing, though not a commitment for full 
support for their position. After meet- 
ing Shultz, Noorani told the press that 


the US was “not averse to the idea" of | 


| establishing an interim government. 


He was also keen to suggest that the | 
| Pakistani condition need not upset the | 


timetable. “I am confident that given a 


few days one way or the other, it would | 
be possible to have an agreement andan | 
interim government both by the middle | 


of March or the end of March," he said. 

Pakistani officials argued that in the 
absence of an acceptable government in 
Kabul, withdrawal of Soviet troops 
would not necessarily bring about the 
return of refugees from Pakistan. While 
not discounting the argument, US offi- 
cials nevertheless consider it overly pes- 
simistic. They point out that survival of 
the PDPA regime of President Najibul- 
lah once the Soviet withdrawal had 
begun was very questionable. And even 
if Najibullah hungon to Kabul and a few 
cities, the countryside — where the bulk 
of the refugees come from — would be 
under the control of the mujahideen. O 
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| TAIWAN 


|] previous two pre- 
— d sidents from the | Lee: vision. 
y | Chiang 
| Lee underscored the distinction of hold- 
| ing the first spontaneous presidential 
. | news conference in Taiwan’s history. 





E : | moting 


application was thus in accord with — 
the ministry's conditions while meet- _ 


ng the need for fast, quality reproduc- — 
tion of its editorial matter, including _ 

. two- and four-colour illustrations and 

. charts, to service the REVIEW’s circu- 

. lation in Singapore — which was ap- 
.proximately 10,000 copies a week. 
-prior to the gazetting. d 
However, in rejecting the REVIEW's 
application, the ministry said because — 


Becom ing his 
own man 


| Lee affirms leadership with — D 
| unscripted news conference 


By Shim Jae Hoon in Taipei 

T new president Lee Teng-hui 
has emerged from the shadows of 

| the Chiang dynasty with an unpre- 


i 
| 
| 
| cedented press conference in which he 
| reaffirmed the ruling Kuomintang 
| (KMT) orthodoxy on China, and out 
| lined his vision of taking the island re 
| public to the year 2000 well-prepared to 
| become a developed industrial country. 
| Taiwan will remain preoccupied with. 
| maximising economic development and 
| political liberalisation ‚and plans to take . 
| no major initiative on seeking rappro- 
| chement with China, Lee said. But while 
| short on substance, his performance 
| during the two- 
| hour long. na- 
tionally televised 
| question -and-an- 
| swer session on 
| 22 February none- 
| theless left many | 
| impressed with 
| his style. 
| By responding 
| to press questions 
on all manner of 
| issues considered 
| sensitive under 
the rule of the 


family, 


On the unfinished political reform 


| programme he inherited in January, 


| 
i 
| 
Lee underlined his commitment to pro- 
“constitutional democracy,” |. . 
meaning liberalisation on the KMT's E 






terms. He said he would push forward 


-| the retirement of members in the na- | 


| tion's three central elective organs who 
| had been elected to the Nationalist gov- 







ernment on the mainland, while raising 
| the number of seats directly chosen 
from Taiwan. E 

But, though a native Taiwanese him- 
self, the 65-year-old president warned 
against championing the cause of theis- 
land's independence, saying his govern- 
ment would deal strictly with violations . 
of the constitution that enshrines the 
| principle — asserted by both Peking and» 
| Taipei — that Taiwan is part of China. 

However, Lee showed a marked de- | 
parture from the previous government's 
obsession with burying the unseemly. 
side of Taiwan's history, such as the 28. 
February 1947 massacre of thousands of. 








































© Taiwanese people by KMT troops arriv- 
- ing from the mainland. “Is it necessary 
. to take out the old tragedy and show it 
. once again to the people?" he asked, 
- implicitly conceding for the first time 
. the KMT's culpability. “One should 
. look forward, not backward,” he told 
- his fellow Taiwanese. 

| Lee left no doubt as to how firmly he 
. was in control. Responding to questions 
. on widespread concern over the where- 
. abouts of Taiwan's US$75 billion 
foreign-exchange reserves, Lee said he 
had queried the central bank governor, 
and that the nation could be assured the 
money was safely kept and managed, 
. not squirrelled away by leaders from the 
. mainland who might be tempted to flee 
< with it in time of national emergency. It 
was the first authoritative comment on 
the issue. 

. On China, however, Lee reaffirmed 
the rigid KMT orthodoxy. He said the 
government would "not encourage" 
Taiwan businessmen to openly invest or 
trade with the mainland, and that he 
would review the results of current 
" family-reunion visits to decide whether 
or not to allow all Taiwan people to visit 
China. 


: T^ would continue the policy of 
..& no contact, no negotiation and no 
compromise with Peking, Lee said. 
_ China should first repudiate the notion 
| of using force to regain Taiwan before 
| any change was possible. Taiwan would 
*  [ "react to whatever pressure befalls it,” 
| he said, implying it would fight off any 
A 4nvader. | see ^ 
||. He also rejected Peking's formula of 
| “one country, two systems” — to be im- 
|- plemented in Hongkong, and proposed 
| for Taiwan — as a united front man- 
| oeuvre aimed at "localising" the status 
of Taiwan. 
ul Lee emerged as acentrist leader who 
| used the news conference to get his 
| thoughts directly across to the majority 
-ethnic Taiwanese, whose support he 
needs to counterbalance his weakness 
inside the ruling KMT circle dominated 
by mainlanders. 
, Lee has succeeded in overturning the 
_ sceptical views of some that he might be 
¿a hapless pawn of KMT conservatives. 
He spoke of taking Taiwan to new pros- 
. perity and democracy over the next de- 
. cade or so, by which time he predicted 
he average annual income of Taiwan 
eople would have more than tripled 
o US$17,500, and the island's annual 
“GDP would have reached US$30 bil- 
- But, Lee said: “The lifestyle that ac- 
mpanies a per capita income of 
17,500 is not just one of material 
'€alth. [Taiwan] must have strong spiri- 
ual, cultural, moral and ethical con- 
tent." | 
: It was this sort of pragmatic vision, 
rhaps more than anything else, which 
med to set the new president apart 
other KMT leaders. 
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Mahathir succeeds in his application to form a new Umno 


By Rodney Tasker in Kuala Lumpur 
M alays watching the grim legal chess 
game among the main political 
protagonists of the dominant United 
Malays National Organisation (Umno) 
must now be having doubts over whe- 
ther their party will survive intact. With 
the Umno-revival issue now back in 
court on appeal while Prime Minister 
Datuk Seri Mahathir Mohamad em- 
barks on a prolonged exercise to con- 
struct a “new Umno,” the prospect of a 
permanent split in the party looms 
larger by the day. 
While many Malays in rural areas 
probably do not fully understand what is 


. happening to a party which for them has 


become a cherished symbol of their po- 
litical status, those locked in the battle 
for the Umno leadership are using every 
legal trick in the book to prevail. The 
party banner is constantly invoked by 
both sides, but it may end in tatters as 
the deadly game continues. 

Mahathir’s announcement on 16 
February that he has been granted per- 
mission by the registrar of societies to 
begin the process of registering a new 
party — to replace the old Umno, which 
had been declared unlawful by the High 
Court two weeks before — took most 
observers by surprise. It was a masterly 
political stroke by the prime minister, 
because he had indicated two days ear- 
lier that he would take the easier course 
of seeking a parliamentary amendment 
to the Societies Act to restore Umno. 

Mahathir told a press conference 
that the application had been submitted 
to the registrar on 13 February, just 
after the old Umno had been officially 
deregistered — a move which was not 
publicised at the time. The new party, 
he said, was to be called Pertubuhan 
Kebangsaan Melayu Bersatu (Baru), or 
United Malays National Organisation 
(Umno-Baru)). Baru is the Malay word 
for new. Mahathir wants the new party 


to be clearly identified with the old one. - 


The new party's flag and symbol are al- 
most identical to those of the old. 

Asked whether all of Umno's 1.4 
million members would be admitted to 
Umno (Baru), Mahathir said ominously 
that "those who worked against Umno's 
interests" would not be allowed in. To 
political analysts here, that revealed the 
prime minister's motive for dealing with 
the crisis in this way. His opponents in 
Umno's “Team B" faction, particularly 
former trade and industry minister 
Tengku Razaleigh Hamzah and his sup- 
porters, now face elimination from the 
new party's rolls. 

When the full list of Mahathir's pro- 
tem committee, set up to oversee the 


full registration of Umno (Baru), was 
later revealed, it gave a further indica- 
tion that the prime minister was not 
about to give his political enemies any 
uarter. Apart from himself as presi- 
ent, Deputy Prime Minister Ghafar 
Baba as his deputy, Information Minis- 
ter Datuk Mohamed Rahmat as secret- 
ary and Finance Minister Datuk Daim 
Zainuddin as treasurer, the committee 
comprises the old Umno's supreme 
council with some notable exceptions: 
former ministers Datuk Shahrir Samad, 
Datuk Abdul Kadir Sheikh Fadzir, 
Datuk Radzi Sheikh Ahmad and also 
Marina Yusoff — all Team B members. 
One Team B member who did get on 
the committee is Datuk Abdullah 
Ahmad Badawi, former defence minis- 
ter and an Umno vice-president. De- 
spite his Team B status, Abdullah has 
kept his lines open to Mahathir and has 
been issuing statements vaguely suppor- 
tive of the prime minister throughout 
the affair, leading to speculation among 
political analysts that he may well be 
| poised to return to the leadership fold in 
due course. 
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initiative from his opponents and 
| made it clear he was going to make them 
| pay for their deeds, Ghafar later said 
the party registration process would 
take one year, or perhaps two. Ma- 
| hathir must have calculated that this 
| would give him a lengthy clear run, free 
| 


| t a stroke, Mahathir had seized the 
| 
| 





of assaults from his opponents, while he 
| carried out a leisurely vetting of the 
party membership. He will now be able 
to ward off any criticism of the exercise 
by saying it was all the fault of the 11 
and, by implication, Razaleigh, with 
whom they are identified. r 
It was only on that day, 16 February, 
that the compliant local press had re- 
vealed that an earlier application by 
Mahathir’s opponents to form an 
"Umno Malaysia" pro-tem committee 
had been turned down by the registrar. 
The committee would have had the il- 
lustrious name of Malaysia's first prime 
minister, Tunku Abdul Rahman, as its 
president and another former prime 
minister, Tun Hussein Onn, as its dep- 
uty president. Mahathir revealed that 
the reason why this application, and 
another by himself to form an “Umno 
| 88" party, had failed was that they were 
| submitted before the original Umno 
| had been officially lifted from the 
societies register. | 
The registrar of societies, Zakiah 
Hashim, seems to have been helpful to 
Mahathir. She did not immediately give 
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1e Umno Malaysia group any reason 


for turning down their application on 10 


bruary, and it appears that only 
fahathir and his colleagues — not his 


-| opponents — knew when Umno was 
. deregistered, enabling them quickly to 


submit their valid application for Umno 
(Baru). Zakiah, a civil servant working 
in Mahathir’s Home Ministry, had been 
inaccessible to the press throughout the 
affair. ` 

^"Mahathirs 16 February announce- 
ment, just after he had conveniently 
been reinstalled as president of the rul- 
ing National Front coalition, was well 
ned, coming as it did on the eve of a 
ay Chinese New Year holiday. 








n Bu Razaleigh and his lieutenants appa- 
“fb renti 





y had a busy holiday, because on 


<19 February, the 11 Umno dissidents 


lodged an official notice of appeal 


against the High Court decision declar- 


ing Umno an unlawful society. 
Whatever legal reservations there 
were over the move, it was charac- 


terised as a "Razaleigh strikes back" 


manoeuvre. Ironically, when High 
Court judge Justice Harun Hashim 
ruled that because Umno had 30 unreg- 
istered branches the whole party was 
an unlawful society, this was a dismissal 
of the claim by the 11 Umno dissidents. 

The 11, who now like to style them- 
selves as “the gang of 11,” had brought 
their suit only with a view to having the 
Umno general assembly elections in 
April 1987 declared null and void. In the 
elections, the most bitter in Umno 
history, Mahathir narrowly defeated 
Razaleigh in the poll for party president 
— and thus prime minister — and 
Ghafar won over former deputy prime 
minister Datuk Musa Hitam by an 
equally slim margin for the deputy pres- 
idency. 

As the 11 plaintiffs had technically 
lost their case, they were entitled to ap- 
peal against the verdict. They now have 
a month to file a memorandum, or 


T grounds, before the appeal is heard by 
- the Supreme Court. 
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Many lawyers feel the 11 have a 
weak case because for the appeal to suc- 
ceed, the court will first have to decide 
that Umno was wrongfully declared un- 
lawful when section 12 of the Societies 
Act suggests quite clearly that it should 
be. 


ne of the 11, who made no secret of 
the fact that Razaleigh was allied 
with his group, even admitted to the 
REVIEW that the appeal only stood a 
"50-50" chance of succeeding. He also 
said the 11 were each paying only a 


token M$1 (39 US cents) each in legal 


fees, suggesting that a wealthy backer, 
such as Razaleigh, was footing the bill. 
However, if the appeal is successful, 
and Umno is restored as a lawful society 
with fresh party elections ordered by the 
court, Mahathir would be embarrassed 
by effectively being cut adrift with his 
Umno (Baru). If the appeal fails, the 
source from the dissident 11 group said 
there might be a new application to the 


registrar to form another Umno-based 
party, or there could be further legal ac- 
tion to thwart Mahathir. 

Observers speculate that further 
legal openings for the 11 include seeking 
a High Court injunction to stop Umno 
(Baru)'s registration process and to pre- 
vent the new party from acquiring the 
old Umno's vast assets. A defamation 
suit against certain figures in Mahathir's 
camp, particularly Education Minister 
Anwar Ibrahim who branded the 11 as 
“traitors” to the party, also cannot be 
ruled out. 

Analvsts believe Razaleigh is intent 
on continuing his campaign to depose 
Mahathir, come what may. Apart from 
his personal ambition to secure the 
party leadership, Razaleigh, as a Malay 
aristocrat, appears to view Mahathir — 
a commoner — with disdain. Antipathy 
between the two first surfaced in the late 
1970s, when Mahathir was deputy 
prime minister and Razaleigh finance 
minister, 

Razaleigh, like others in Team B, 





beheves the prime minister has em- 
barked on a single-minded programme 
to shore up personal power at the ex- 
pense of any democratic niceties and- 
that he intends to remain at the helm for. 
a long time — beyond the next general . 
election, which is scheduled to be held - 
by 1991. 

Mahathir has shown that he can bea | 
quietly ruthless leader, with little ree 
spect for the Western-educated elite 
who have led Umno, and the country, 
throughout its history. When he de- | 
feated Team B's leadership in the April | 
1987 party election, he lost no time in.) 
removing all those identified with Team | 
B from their government posts. While | 
more politically aware Malays in the | 
urban areas may be critical of. 
Mahathir's style, the prime minister- 
does enjoy a great deal of grassroots. | 
support in rural areas. Razaleigh too | 
has wide support in the Malay commu- 
nity, and with the wealth generated by 
his family group of companies and real 








estate, he is able to offer patronage to 
his loyalists. 

Musa's political base is less secure. 
The former deputy prime minister, who 
for five years served Mahathir in the 
"two-Ms" administration, is not particu- 
larly wealthy. Supporters in his faction 
tend to admire him for his considerable 
political talents and charisma, but he is 
now thought to be worried that, with the 
continuing Mahathir-Razaleigh leader- 
ship struggle, Malay politics are being 
dragged down to a more personal level 
with scant regard for the future of the 
party. He and his supporters might now | 
find themselves barred from joining | 
Umno (Baru). i 

Musa, like Abdullah, has publicly 
called on Umno members to support | 
Mahathir's leadership of Umno (Baru), | 
At the same time, however, Musa has | 
been careful to add that this support | 
"should not be interpreted according to 
personal or individual interests," pre- | 
sumably a reference to Mahathir and | 
Razaleigh. BU. 
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DIPLOMACY 


| A bear hug for Asean 


. Soviet drive for better ties with Southeast Asia pays dividends 


By Sophie Quinn-Judge in Moscow 


M ovs dogged efforts to win ac- 
cess to the Asean club may at last 





be paying off. "Bilateral relations have 
intensified in the last few years," Soviet 
Southeast Asia specialist Gennadi 
| Chufrin said. 
In fact, Asean representatives have 
| been accepting invitations to Moscow 
EX | with increasing frequency. Indonesian 
^] Foreign Minister Mochtar Kusumaat- 
| madja, who visited the Soviet Union on 
4-7 February, was only the most recent 
Asean caller on Soviet leader Mikhail 
Gorbachov. Mochtar is due to be fol- 
lowed this year by both Thai Prime 
Minister Prem Tinsulanond and Presi- 
|) dent Suharto of Indonesia. Malaysian 
| Prime Minister Mahathir Mohamad 
=>] paid his respects last July. 
ii From Asean's point of view, the 
| growing warmth in relations is condi- 
| tional on Moscow’s efforts to bring an 
. end to the Vietnamese occupation of 
| Cambodia. But at the same time, it ap- 
| pears to reflect a developing confidence 
| in the Gorbachov team's reliability and 
| fading fears of Vietnamese-Soviet ex- 
-pansionism in Southeast Asia. 
. When asked what changes he saw in 
Soviet diplomacy under Gorbachov, a 
. senior Asian diplomat here said: “Sin- 
cerity and frankness. Diplomacy used to 
mean lying for your country.” Diploma- 
tic sources said Mochtar was impressed 
"by Gorbachov’s intellect and charm. 
~The charm offensive, however, has 
been backed up by what appear to be 
.basic changes in Soviet perceptions of 
: Moscow's diplomatic interests. 
- : ui. important is for the peoples 





















the Asia-Pacific region to understand f- M 
d accept a very simple idea — that the. 


A he eee i ah te rv manana 


| USSR asa nation can be trusted... ona 
global level and in Asia,” said Vladimir 
Ivanov of the Soviet Union’s Institute | 
for World Economy and International | 
Affairs (IWEIA) in an interview. But | 
| as long as countries of the Pacific re- | 
| gion see mutual security” as a Soviet de- 
| sign, he conceded, *we won't get any- | 
where." | 
What has changed in Soviet foreign- | 
| policy thinking since the late Soviet 
leader Leonid Brezhnev's collective- 
security proposals of the late 1960s? Be- 
hind the rhetoric of “new thinking" and 
emphasis on "the human factor," per- 
| haps the most important change is a 
new realism and clearly stated self-in- 
| terest. Referring to Gorbachov's Vla- 
| divostok speech of July 1986, Ivanov 
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Mochtar: impressed. 


SKETCHES by Morgan Chun 


$ Mochtar, Asean’s spokesman on Cam- 


said: “You shouldn’t forget that the 
main idea is development — the econo- 
mic upgrading of the [Soviet] Far East is 
the main point. This is why the Soviet 
Union is proposing new international 


| relations in the region.” 


Gorbachov's pledge to modernise 
the Soviet Union by the year 2,000 is 
without doubt the goad driving forward 
his policy towards Southeast Asia. 
Foreign Minister Eduard Shevard- 
nadze, in a speech to party ac- 
tivists in the Foreign Ministry in July 
1987, discussed the failure of the dip- 
lomatic corps to serve Soviet economic 


| interests. 


"Our external political services were 
unable to give a warning signal in time 
of our lag in the scientific-technical rev- 
olution, did not forecast the structural 
transformations in the world economy . . . 
lo be completely honest, we not in- 
frequently promoted, and sometimes 
provoked, enormous material invest- 
ments in hopeless external political pro- 
jects . . . which to this day are costing 
our people dearly." The main thing, 
Shevarnadze said, "is that our country 
should not have to bear any supplemen- 
tary expenditures related to defence." 


| N ow that they readily admit to their 


own economic failings and say open- 
ly that their ally, Vietnam, “is a bad 
example for socialism," the Soviets are 
showing less interest in relations based on 
ideology. While they have been pro- 
moting a dialogue with Asean on Cam- 
bodia since at least 1981, it was only in 
October 1987 that they began to hint 
that they might be willing to give up 
their ideological influence there. It was 
on 8 October 1987 that the Phnom Penh 
government issued a statement calling 
for an independent, democratic, neutral 
and non-aligned Cambodia. 

When Shevardnadze toured South- 
east Asia in March 1987, he apparently 
made no new proposals on ending the 
Cambodian conflict. At the time, 
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 citement in diplomatic circles here. “I 


bodia, called on the Soviets to make 


"more concrete contributions" to rid- 


ding Cambodia of the Vietnamese mili- 
tary presence. 

Since Shevardnadze's Asean tour, 
however, which Soviet spokesmen con- 
sider to have been very important, the 
climate has changed. Some Asean dip- 
lomats here now feel that Moscow is 
“leaning heavily" on the Vietnamese to 
come to an agreement. While there are 
varying opinions on this point, and no 
one expects a Cambodian settlement 
any time soon, Mochtar was reported to 
be pleased with his visit to Moscow. Its 
major purpose was said to be to discuss 
the Cambodian question, not bilateral 
issues or trade. 

The Soviets, in parallel with their 
drive to wind up the Cambodian con- 
flict, are trying to reassure the Asean 
states about their strategic intentions in 
the Pacific. During his Jakarta visit last 
March, Shevardnadze made a ritualistic 
appeal for an end to foreign military 
bases in Southeast Asia. 

Now, as the government of President 
Corazon Aquino prepares to re-open 
negotiations with Washington on US 
bases in the Philippines, Moscow is re- 


newing its appeal — but in a less sweep- | 


ing fashion. In January, the Soviet am- 
bassador to Manila said his country 
would take “appropriate steps" to ease 
superpower tension in the Pacific if the 
US removed its Philippine bases. 
Shevardnadze lowered the ante 
again when, in a banquet speech in 
Mochtar’s honour, he admitted there 


was “no magic spell” that would elimi- | 
nate what he called “the base syn- | 


drome.” He continued: “Yet it is possi- 


ble and necessary to take confidence- | 


building measures now. Access for in- 
spection to military bases is absolutely 
realistic, especially in the light of the ex- 


| perience gained after the signing of the 
| INF [Intermediate Nuclear Forces] 
V treaty.” 


This suggestion has not elicited ex- 
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think we know what’s at Cam Ranh Bay 
already,” a Western diplomat said, re- 
ferring to Soviet naval facilities in Viet- 
nam — originally built by the Ameri- 


Vietnam War. The only advantage to 
base inspections would be to find out if 
nuclear weapons were stored there, he 
added. It may be that the Soviets are 
hoping to strengthen the hand of the 
anti-nuclear movement in the Philip- 
pines by calling for base inspections — 
leftwing activists have long speculated 
that nuclear weapons are stored at the 
US airbase at Clark field. 


|" any case, the Soviet position on 
reducing regional tensions is now very 
close to the official Asean stand. The 
Soviets give prominence in their com- 
mentaries to Asean's adherence to the 
idea of making Southeast Asia free of 
nuclear weapons and a zone of peace, 
freedom and neutrality. And it was 
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| of improving the psychological atmo- 
| sphere in the region," Ivanov of the 


robably in recognition of Indonesia's 


increasingly non-aligned stance that 


Gorbachov chose to use the newspaper 
Merdeka on 22 July 1987 to make a 
statement accepting the "double-zero 
option" eliminating all medium- and 
shorter-range missiles in the US and 
Soviet arsenals in mid- 1988. 

What the Soviets have still not 
achieved in relations with Asean is the 
status of “dialogue partner." While they 
would like to have formal relations with 
Asean as an organisation, this idea has 
in the past been rejected as inappro- 
priate by Asean members. During a 
dialogue with Asean’s industrialised 
partners in June 1987, Singapore's 
Foreign Minister S. Dhanabalan said 
the Soviet Union’s centrally planned 
economy made it “unresponsive to in- 
ternational market economies,” add- 
ing: “The points at which Asean and 
Soviet economic interests touch are 


| few.” 


During his visit to Moscow, how- 
ever, Mochtar said the decentralisation 
of the Soviet economy now under way 
should facilitate trade. Although both 
Indonesia and the Soviet Union are 
short of foreign exchange, and oil and 
gas account for a large share of both 
countries’ exports, they have exchanged 
lists of what they can offer each other. 


| For the first nine months of 1987, Soviet 


figures show total trade with Indonesia 
to be Rbi 49.5 million (US$82.1 million) 


| — most of that is Soviet imports. 


The total volume of Soviet-Asean 


in Soviet imports. oe 
The Soviets are pushing trade ties 
not only for their own sake “but as a way 


IWEIA said. 








































By Tom Fawthrop in Phnom Penh 


diplomats here are optimistic that 


backed Premier Hun Sen have planted 
the seeds of a compromise settlement 
| which will eventually lead to the for- 
mation of a coalition between the 
two. 

.  XKhieu Kanharith, editor of Kam- 
 puchea, Cambodia's communist party 
newspaper, described it as “an unpre- 
- cedented situation for a socialist coun- 


 multi-party system and possible changes 


this." 
.. Optimistic hopes for a settlement 
- Spring from the exceptional rapport es- 
- tablished in the first round of Paris talks 
-between Hun Sen and Sihanouk, pres- 
-q sure from Moscow for a peaceful settle- 
| ment and Hanoi's desire to pull out its 
| troops. 


: | 1 the dismantling of the Phnom Penh Peo- 
ple's Republic of Kampuchea (PRK) re- 


"T gime prior to the holding of free elec- | 


- | tions has been categorically rejected by 
Hun Sen. 
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for optim 


Th: Phnom Penh government and 


try. The party is currently debating a | 


However, Sihanouk’s demand for | 
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Hun Sen speaks on the Cambodian solution 


Hun Sen told the REVIEW: “The ma- 


| Jority party will then [after an election] 
the Paris peace talks between Prince | 
= Norodom Sihanouk and Vietnamese- | 


decide the nature of the coalition gov- 
ernment, and all other parties will live in 


| peaceful coexistence." 


However, other Phnom Penh offi- 
cials emphasised that the hard-bargain- 
ing has not really begun. One difficulty 


| to be resolved is that Hun Sen has for- 


mally rejected the notion of an interna- 
tional peace-keeping force to replace 
Vietnamese troops. 

Diplomats from non-aligned embas- 
sies point to a growing undercurrent of 


| nationalism in the ruling People's Rev- 
"in the constitution to accommodate | 


olutionary Party and a low level of al- 
legiance to any socialist ideology among 
the rank and file dominated by young 
technocrats. 

However, the increasing. show of 


| confidence of a buoyant Phnom Penh 


government masks deep-seated fears of 
the Chinese-backed Khmer Rouge. 

Kampuchea recently reported a new 
Khmer Rouge strategy of lying low, in- 
filtrating villages and hiding their arms 
in anticipation of a peace settlement and 
Vietnamese withdrawal. Sihanouk has 
expressed similar fears. 

The following are extracts from Faw- 


| Bullets fly, ballots follow 


|... | The murder of a filmstar affects electoral politics 




















| By Manik de Silva in Colombo 
| M dora Kumaranatunge, the charis- 
i matic filmstar-politician who in re- 
t} cent months had emerged as a formid- 
| able force in Sri Lankan politics, was 
assassinated on 16 February outside 


gunman riding a motorcycle. The 43- 
year-old victim, the husband of former 
prime minister Sirima Bandaranaike’s 
daughter, Chandrika, had been widely 
tipped as the candidate of the newly 
formed United Socialist Alliance 
(USA) for the presidential election due 
-within a year. 
A strong supporter of the Indo- 
Sri Lanka peace accord, Kumarana- 
< tunge had also been an outspoken critic 
-of the Janatha Vimukthi Peramuna 
- Q VP), an outlawed subversive group 
` which was allegedly involved in his mur- 
~ der. 
= The assassination touched a well- 
Spring of national grief. His popularity in 
he films and marriage to Chandrika 
i a helped build his political image. Al- 
oug 





| his Colombo home by an unidentified | 


h he had not been formally named . 


| 
| 
| 
| 
| 


leader, it was very likely that he would 
have led the USA — the grouping of 
his own Sri Lanka Mahajana Party 
(SLMP), the pro-Moscow Communist 
Party (CP), the Trotskyist Lanka Sama 
Samaja Party (LSSP) and the Nava 
Samasamaja Party. 


some of the Tamil militant groups, - 


which have in the past waged a 
separatist insurgency, are also likely to 
join the socialist alliance. With the CP 
and LSSP leaders now past their prime, 
Kumaranatunge seemed to be the natu- 
ral choice for leading the USA. Ironi- 
cally, the agreement among the con- 
stituents of the USA was due to be 
signed on 21 February, the very day that 
Kumaranatunge's body was cremated at 
Colombo's Independence Square in the 
presence of tens of thousands of mourn- 
ers. 

In the event, the agreement was 
signed — with a touch of melodrama — 
at the funeral site, where CP leader 
K. P. de Silva announced that Chan- 
drika would lead the USA. : 
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throp's interview with Premier Hun Sen 
in Phnom Penh after Hun Sen 
round of peace talks with Prince Noro- 
dom Sihanouk in Paris in January. 


What have the 
far? : 

We have broken the impasse of nine 
years, our two parties have come to the 


peace talks achieved so 


negotiating table. This is cause for some 


optimism and also some pessimism be- 
cause the other two factions [the Khmer 
Rouge and the Khmer People's Na- 


tional Liberation Front (KPNLF)] try to - 


destroy the negotiations. 


Can there be any solution without the 
participation of the Khmer Rouge? 

We can negotiate a general solution 
or a partial solution. A partial solution 
is the People's Republic of Kampuchea 
[(PRK) his Vietnamese-backed govern- 
ment] and Sihanouk agreement. _ 


Have you agreed to form a coalition 
government? — tens 7 
We did not agree on the timing of its 
formation. We agreed to a coalition 
after a general election. If [as Sihanouk 
demands] the PRK should be dissolved 
it must be the result of a general elec- 
tion. If we accede to their demand, we 
ive them everything that they have 
ailed to get through fighting on the 
battlefield. They will get three-quarters 
of the cake. This is not justice so we 
have to find another formula. 


The radical, Sorbonne-educated 
Chandrika, though lacking her hus- 
band's charisma, is president of the 
SLMP — her dead husband was its na- 
tional organiser — and has been a domi- 
nant force in the party since she, her 
husband and some others broke away 
from her mother's Sri Lanka Freedom 
Party (SLFP) four years ago. 

Chandrika, who demonstrated re- 
markable composure after her hus- 
band's assassination, has taken two 
other such blows in her lifetime. First, 
during her childhood in 1959 she lost 
her father, prime minister Solomon 
Bandaranaike, to an assassin's bullet. 
Then as a young woman, she lost her 
fiance in car accident a few months be- 
fore their planned marriage. Now as the 
mother of two young children, she has 
lost her husband also to an assassin's 
bullet. | 


wie her named as leader of the 
USA, the parallel is inescapable: 
her mother too was thrust into political 
leadership and became prime minister 
as a result of her husband's murder. Mrs 
Bandaranaike, came on stage from 
the wings, a sorrowful figure in a 
widow’s white saree. Chandrika, 
though an active politician, cut an 
equally tragic figure also in a white 
saree. | a 


Kumaranatunge was a strong advo- | 
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|. Our formula is . . . we will create a 
die mixed commission to- ‘discuss the elec- 
"tion rules with all parties represented 
[and then] proceed to general elections 
under the supervision of an interna- 
tional body. After the election we will 


have a national assembly, then they will | 


make the decision about what type of 
| adopt 






LOI l r major 
S ssible end toa 





d enjoys the maio 
people, we will have to respect that 


What about the different armies in- 
. | volved? Sihanouk has proposed a qua- 
- |. dripartite coalition of all four camps. 
= We want the dissolution of the 
Khmer Rouge-Pol Pot army. Not only 
for us. This is the demand of people 
.| all around the world. We accept the 
- |; political parties of the Khmer Rouge 
. |; and Son Sann. If there are four armies 
| fighting each other here in the city 
-i.[Phnom Penh] this is not a solution. 
| If the country will be turned into a 
second Lebanon, it is better not to 
have any agreement which breeds a civil 
war. 


























cate of communal amity and had gar- 
nered support from minority Tamils. 
With Chandrika inheriting his poli- 
tical mantle, the USA could well be- 
come a strong third force in national 
politics. In turn, this could work to the 

.|, detriment of the SLFP. So far only Mrs 
eu Bandaranaike kas declared h her candi- 
| dacy fo nt 
ie | a the current state of | lay, ! 


















2 H  Piesident. Junius. Nye val 
-described 1988 as an election year 
| has not yet revealed his game plan. The 
- f provincial-council elections — provid- 
| ing for devolution of power which Co- 
_lombo hopes would satisfy Tamil aspira- 
` tions and end the debilitating separatist 
war — are due within the next two 
. |] months. The day after Kumaranatunge's 
-F killing, the elections commissioner call- 
ed for nominations for the provincial 
polls, which the SLFP has decided not 
..| to contest. Thus the provicial polls 
—| would be a contest between the ruling 
..| United National Party (UNP) and the 
vp USA. 
| The provincial-councils elections 
themselves have not yet generated 
" much voter enthusiasm. But not so the 
parliamentary by-election at Homaga- 
ma — a mixed constituency of rural and 
urban voters close to Colombo — where 
polling is due on 21 March. The seat was 
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Support om | 


If a post-election 
| coalition government 
nce i _is formed, how will it | 
ith a | change your foreign 







Will you accept an 
international peace- 
keeping force? 

We have agreed 
that India should be 
the chairman of an 
International Con- 
trol Commission, but 
we cannot ac- 
cept peace-keeping 
troops. 


EPPS 


We should have 
good relations with all our BE 
— even Thailand. We regard Prince 
Sihanouk’s neutralist line in the 1950s 
and 1960s as correct: non-alignment 
and friendly relations with all neigh- 
bours, without regard to their political 
regime. 


How much longer will your govern- | 
ment depend on Vietnamese advi- | 
sers? | 

I can tell you we want to enjoy the 


| food we prepare ourselves [rather] than 
| prepared by others. Now very few Viet- 


namese advisers remain. We can do the 
cooking by ourselves. 


| When will Vietnamese troops withdraw 
| in your scenario? 


vacated by the resignation of Gamani 
Jayasuriya, a UNP veteran, ‘who had 
won it at four of five elections since 


1960. 

Jo who opposed the Indo- 
Sri Lankan peace accord, quit his 

cabinet portfolio and resigned his par- 


 liamentary seat late last year. The UNP, 


hoping to demonstrate a morale- boost- 
ing by-election victory, passed over the 
opportunity of nominating a successor 
to Jayasuriya and opted to hold the by- 
election. 

The SLFP is running Stanley Til- 
lakaratne, the parliamentary speaker 
during 1970- 77, as its candidate against 
Susil Moonesinghe of the UNP. Four in- 
dependents are also in the fray. Al- 
though the LSSP which won the seat in 
1970, was very keen on contesting, its 
allies in the fledgeling USA persuaded it 
otherwise. 

With this by-election being fought on 
national issues, analysts expect a strong 
voter turnout, as high as 85%. More- 
over, some 20,000 young voters have 
joined the electoral rolls in the consti- 
tuency since the last general election in 
1977. The Homagama by-election is 
being keenly watched as giving an indi- 
cation of the current standing of both 
the UNP and the SLFP. 

In the presidential stakes, though 
Jayewardene has declared in the past 





































pect | | 
before 1990 as part 
a political sett 
ment or else u 
teral withdrawal 
1990. If the solu : 
has to be found by. 
ourselves, then mi 
parties can come ti 
share anything witl 
us. | 
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| 1990] v was set after considerable though 
about all eventualities. The enemy car 
not overthrow us by military means 
even after Vietnamese withdrawal. 


What if Sihanouk changes his mind and. 
abandons the talks? me 
He is very changeable, but lately he 
has made a big decision that the only . 
solution is a political solution. He is very 
courageous when he knows China and 
Thailand oppose negotiations with me. 


What are the chances of a successful 
| peace settlement? D 
A political solution is only a matter |. 
of time. But if the other side does not. |. 
hurry, by 1990 the Kampuchean prob- |. 
lem will be solved by ourselves. B 


that he would not seek a third term, |- 
rumours have been circulating that |. 
he may yet change his mind. He indi- 
cated during a recent BBC phone-in 
programme that presidential polls will | 
be held in December this year or 

| 

| 





January 1989. 

While the next general election for 
the parlament is not due before August 
1989, the president can call early polls. 
The ‘speculation in political circles is 
that Jayewardene would prefer to hold | ^. 
the parliamentary polls while he is still |^ 
in the saddle. The outcome of the gen- |. | 
eral election would be a pointer to whe- |` 
ther he would seek another term as pre- |. 
sident, the reasoning goes. 

Whether J ayewardene can continue 
as president without a constitutional 
amendment is matter of legal debate. 
The constitution says that à president 
can be "elected" for two terms. Jay 
wardene was first elected president in 
December 1982. 

In 1977, he was elected prime minis- 
ter and assumed office as president a 
year later following the promulgatio 
a new constitution setting up an ex 
tive presidency under which he- 
“deemed” to have been elected. W 
some constitutional lawyers. argue. 
this precludes him from seeking ano 
term without the amendment of the 
constitution, others say there” ds. 
bar. | : 
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J Hardly a day goes 5 by when a 

| oi ele exchange rates doesnt 

company treasurers reaching 

ani c button. 

r Whatever happens 

: out there, the chances are that 

.one or more of the currencies 

EN ` your company does business in 

be E one way or the other. 

With the minimum of warning. 

ao And so qui ickly that, unless you 

s move just as quickly, you could find yourself 

| locked i in — - and losing out. 

] NE 0 That’s why the next 

| mà: there S trouble. you should 

imply reach for the phone. 
And call Chase. 

Our reacti ons are reflex-fast, 
thanks to the fact that with dealin ng rooms in 
45 key locations, we're trading around the 
clock, an around the glo þe. 
l As a result, when 















here to analyse the situation, and all of 





: implications | 
And because our communications 


technology (like our expertise) is second to 





3t in des actively y traded ones as well. 







MR ‘capsbyfties advanced technology and 


nething happens in New York 
on, Frankfurt or Tokyo, or any 


ncial centre, our experts 


For further information contact your Chase Relationship Manager | zn 

















none, the information that. we wo rk wi ith 





couldn't be more up to the min nute 


This, of course, means : at 
assist you immediately in determin ning \ wł 
way to move. p 

Furthermore, the size i of our. 
network means that. instead. of. york b 
restricted to your local market, Chase 
down the most advantageous deals dor yo Ol 
wherever the laws. of supply and demand i 
working in your favour. : : 

And as we know the international | 
markets better than most banks know their - 


regional markets, we can deal across the board. Us 





Not just in n all maior currencies, but 


In short, our global banking . 


rall 


from other financial insti tuti ons and also ewe 


ed speed. of response set Chase z apart 


us a clearer command of forei ign exchange. . 
Added to which the volume st our. n 
foreign exchange trading is such that were ur 


right in there, at the heart of the tation s (e 







And to give you the sme otr 


possible ride. 




















HONGKONG 


: By Emily Lau in Hongkong 
: T: tricky problem of bringing people 
€ accused of crimes to trial in Hong- 
kong was again highlighted by the disap- 
pearance in January of the Low 
brothers, formerly executive directors 
of Ka Wah Bank. They jumped bail 
shortly before they were due to appear 
.àn court on fraud charges related to the 
' bank's near collapse two years ago. The 
collapse cost the government some 
< HK$32 billion (US$258 million) in rescue 
"money. 
< The Hongkong Government is look- 
ing for more than 300 people in connec- 
.tion with allegations of serious commer- 
- cial fraud and other criminal offences. 
“Records of the Independent Commis- 
;Ssion Against Corruption (ICAC) show 
-that 11 people, including the two Low 
brothers, have absconded while on bail 
|| pending trial. In addition to the bail- 
j| Jumpers, the ICAC is looking for 55 
| others on warrant, including former 
| policemen Lui Lok, Tsang Kai-wing 


| and Tang Wan, who are believed to be | 


| in Taiwan — a favourite hideout for 
corrupt policemen and crooked busi- 
nessmen because Taipei has no ex- 
tradition treaty with London. 

The Hongkong police are also said to 
be looking for about 250 people in con- 
nection with commercial crimes alone. 
Of these a small number have jumped 
bail, but the majority are wanted on 
police warrants. 

The Low brothers, both Singapo- 
reans, jumped bail totalling HK $21 

=. million in mid-January. Low Chung 
T. Song, Ka Wah Bank's former chairman, 
| faces charges of conspiracy to defraud 


Roughing up justice 


Lawyer attacks judge in Carrian case 


-By Philip Bowring in Hongkong 
MJ ongkong's law-enforcement prob- 
-E Fiems do not end with the apprehen- 
‘Sion of suspects. Next come the difficul- 
ties of conviction and of exacting a 
punishment to fit the crime. The col- 
lapse of the Carrian case, recently the 
subject of harsh criticism by a leading 
lawyer, was an example of the first. 
. While quick to send down robbers, 
nd even vendors of pornography, for 
long jail terms, some judges have, at 
least in the public mind, an aversion to 
doing likewise with rich or well-con- 
ected persons. Last year well-known 
xtile tycoon Y. L. Yang, who for years 
been involved in fixing horse races, 









Hunting the fugitives 


_ Bail-jumping hinders bringing criminals to justice 


| 
| 





as given only a suspended sentence on | the dismissal last September of the case 





and false accounting which amounted to 
more than HK$500 million. His bail was 
set at HK$10 million. His brother Low 
Chang Hian, a former director, faces 
similar charges involving HK$650 mil- 
lion. His bail was set at HK$11 mil- 
lion. 

Last July, the Low brothers agreed 
to return to Hongkong from Malaysia | 
voluntarily to face trial, and the au- | 
thorities indicated they would not ob- | 
ject to bail. They surrendered their | 
passports to the government and had to | 
report to the ICAC twice a week. War- | 
rants for arrest have been issued for a | 
third brother, Low Chun Seng and for | 
Victor Tan, both former executive di- | 
rectors of Ka Wah whose whereabouts | 

| 
| 
| 


| 
| 
: 





are unknown. 

ICAC deputy director of operations, 
James Buckle, said it is not difficult to 
check whether Hongkong residents 
have applied for several passports but it 
is harder to be sure that foreign nation- 
als, like the Lows, do not have more 
than.one travel document. He said that 
for people with vast sums of money who 


are determined to get false travel docu- 
ments, nothing, can be done to stop 


his begs th 





his b . question of whether 
the bail imposed?was hefty enough to 
ensure thé Süspect's reappearance in 
court. The Low brothers were charged 
with offences involving more than 
HK$500 million. Seen in that context, 
HK$21 million was a pittance. Buckle 
said that as the Low brothers had agreed 
to come back from Malaysia, which also 
has no extradition arrangement with 


grounds of having terminal cancer. He 
is now leading an active life overseas. 

It is on occasion a matter for specula- 
tion whether some judicial decisions are 
motivated by club or group fraternity or | 
a simple belief that money making, 
other than by overt violence, is a way of | 
life in Hongkong and transgressions are | 
not to be regarded too seriously. Public | 
cynicism is high. 

of 
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Many inexplicable decisions 
course may be due not to a lenient view 
of white-collar crime or to material or 
social gain but to simple stupidity. An 
example of the latter, according to sev- 
eral commentators, was to be found in 













Hongkong, the ICAC did not expect 
them to jump bail. 

On 2 January, the ICAC arrested the 
former chairman of the Hongkong 
Stock Exchange, Ronald Li, and 
charged him with accepting an advan- 
tage of more than 1.1 million shares 
from construction company Kumagai 
Gumi. Li is on HK$10 million bail, half 
in cash, half in surety. The ICAC also 
arrested the exchange's chief executive, 
Jeffrey Sun, and the head of the ex- 
change's listing department, Donald 
Tsang. Sun is on HK$4 million bail. On 
5 February, Tsang was released from 
HK$30,000 bail and was reported to be 
planning to emigrate. 

A police source said the present pro- 
cedures are inadequate to deal with 
multi-million dollar commercial fraud. 
It is “meaningless” to release complex 
commercial crime suspects on bail be- 
cause such people usually have wide 
connections and easy access to false 
travel documents, the source said. The 
going rate for a false passport from a 
Southeast Asian country is about 
HK$10,000. Among those who have 
jumped bail in the past 10 years are 
notorious drug kingpin and former 
Oriental Daily News publisher Ma Sik- 
chun and his nephew. Ma Woon-yin, 
who fled to Taiwan in 1978 a week be- 
fore the start of their trial. Ma was on 
HKSI million bail, half in cash and half 
in surety. 


Q: the people being sought by the 
Commercial Crimes Bureau (CCB) 
of the Hongkong police, some are related 
to the biggest fraud cases in the terri- 
tory's history. Two who have jumped 
bail are failed deposit-taking company 
(DTC) Dollar Credit director Cheng 
Eng-kuan and general manager Thomas 
Cheng. Dollar Credit collapsed in 1982 
and owed some HK$650 million to 39 
banks and other DTCs. Police are still 
looking for Dollar Credit chairman Wil- 


against six people charged with conspi- 
racy to defraud in respect of the col- 
lapsed Carrian group (REVIEW, 1 Oct. 
'87). After a 281-day trial costing some 
HK$100 million (US$12.8 million) in 
legal fees, the judge, Justice Barker, 
said thatfordivergent reasons there was no 
case for any of the defendants to answer. 
In the latest issue of the Hongkong 
Law Journal a leading barrister and a 
former bar association chairman, Henry 
Litton, has made as fierce an attack on a 
judge's competence as can be imagined, 
in effect calling for him to be sacked. 
The journal also editorialised that the 
Carrian trial was “a mockery of the 
principles and ideals of the jury trial" 
and as such was a blow to Hongkong's 
needs to have a healthy and strong legal 
system worthy of preserving after 1997. 


AENEAN RLM PHP eve rtr temer rtm ear em EP rhet ur melon mi Se eid t ttti remi Pega TB 
EH iP AMO SA IA ISI raa da i me rnt rA ea dra aed reece ee nae a aiaa i ^ à 


Litton decribed Barker's findings as _ 


“bizarre and irrational.” He outlined 
what he said were four major errors in a 





















u, who vanished after the col- 
CCB officials are also looking for 
two solicitors in connection with the 

ngled affairs of the defunct Carrian 
group. Maurice P. K. Wong and Simon 
S. C. Pun were partners in Deacons, 
Hongkong's second-largest firm of sol- 
icitors. They failed to return to the ter- 
ritory from overseas trips in April 
.- Years of painstaking investigations 
have yielded some success. Last vear 
businessman Simon Yip, who pleaded 
uilty to conspiring to defraud Overseas 
st Bank (OTB) of about HK$521 
lion, was sentenced to eight years in 
"d on, later cut to six on appeal. 
—-E Former OTB chairman Huang Tiong- 
.| chan, was jailed for two years for his 
| part in a scheme to cover up the bank's 
| US$66.8 million losses. 

In January, a High Court jury re- 
turned guilty verdicts against five Sun 
Yee On triad members, including senior 
office holders. Five others pleaded 
guilty. The "dragon head," Heung 
Wah-yim, who also worked as a sol- 
icitor's clerk, was jailed for seven-and- 

| a-half years for being the head of the 

| society and for blackmail. Nine other 
| triad officers, including Heung's son, 
| 

| 

| 

i 

| 











Chin-sing, and son-in-law, Cheung 
Leung-sing, received jail sentences 
ranging from two-and-a-half to six 
years. Cheung is the son of Cheung 
Yan-lung, a member of Hongkong's 
lawmaking body, the Legislative Coun- 
cil. 

The trial of a former director 
of Hang Lung Bank, Lee Hoi-kwong, 
and former bank assistant general man- 
ager Wai Yu-tsang, will begin shortly. 
They are alleged to have conspired 
with Cheng Eng-kuan, Willie Yu and 
Eddie Ko to defraud the bank of US$124 
million. Lee is on bail of HK$500,000 
and HK$1 million surety and on his 
own recognisance. Wai is on bail of 


brief judgment which “with a stroke of 


the pen” brought Hongkong's most fa- 


mous trial to its strange denouement. 
Barker had made “errors no first year 
| law student would have made" and his 
| judgment was "wholly inexplicable." 
| He said that a Court of Appeal ruling 
| on Barker's decision “came close to 
| suggesting that the judge had contrived 
| a result." (The appeal ruling could not 
| affect the outcome but had been sought 
| by the attorney-general to rebut the 
legal arguments for Barker’s judg- 
| ment.) 
| 
| 
| 
| 


n other words, Litton said the ruling 
was a pretext. But why? The theory 
suggested by Litton was that it enabled 
Barker to get out of the formidable task 
— | efassessing, for the jury, the mountains 
| of evidence. 

|. Litton said that the case “had been 
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HK$50,000 cash and the same in surety. 

Police sources said one of the major 
obstacles in bringing criminals to justice 
is the lack of any extradition arrange- 
ments with many countries, including 
Japan, Taiwan, Malaysia, Thailand, the 
Philippines and Indonesia. Even in 
countries where it has an extradition 
agreement, such as the US, it is difficult 
to trace the whereabouts of suspects 
once they enter the country without in- 
formation of their movements. 

In January, a man and a woman — 
Tang Yee-ching and Chan Wai-kin — 


wanted in connection with the collapse - 


of the America and Panama Finance 
Co. five vears ago, were brought back 
from the US and charged with decep- 
tion. CCB officials are also working on 
the extradition from the US of former 
Union Bank chairman Oen Yin-choy on 
charges relating to fictitious loans in- 
volving HK$218 million which led to the 
bank's near-collapse in 1986. 

Former chairman of Bumiputra 
Malaysia Finance, Lorrain Osman, is 
challenging the Hongkong Govern- 






Hongkong’s law-enforcement capabil- 
ity,” clearly implying that it had failed 
the integrity test. Previously, other, non- 
legal publications had been less judi- 
cious in their comments, drawing atten- 
tion to Barker’s conduct of the case. 
One made allegations about his person- 
al behaviour, his alleged socialising with 
the defendants’ lawyers and alleged in- 
judicious remarks at social gatherings. 
These have gone unchallenged. 

The Law Journal concluded that 
“judicial independence cannot be main- 
tained without judicial accountability 
for failure, errors or misconduct.” Yet 
Hongkong judges appear to have little 
accountability. One High Court judge, 
Justice Jackson-Lipkin, was revealed 
by the press to have created a false bio- 
graphy of his background and ac- 
complishments. He was allowed to re- 
tire quietly with full pension rights. 

Carrian was a sensitive as well as 
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ment's attempt to extradite hi 
London. He is wanted in Hongke 
charges of alleged corruption and fr: 
in relation to HK$6 billion worth 
loans to the Carrian group betwee 
1979 and 1983. MEKPE: 
In January, Osman lost his bid for 
judicial review to challenge the gover- 
nor's request for his extradition. N 
A former executive director of 
Barclays Asia, Stuart Leslie Turner, a 
rested in London last June with the hi 
of the ICAC, is to be extradited 
Hongkong to face charges of accept 
advantages from Tan. uH". : 
Besides the question of extraditi 

b 


police sources said other pr 
cluded corruption within the bu 
cracy of some countries where offic 
are known to accept bribes, ineffici 
record keeping or simply a lack of in- 
terest in responding to foreign inquiries. 
Added to all those is the spectre of 1997, 
which means any proposal for the tight- 
ening up or streamlining of procedures |. 
is viewed with great sensitivity and sus- 
picion. a 
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mammoth case. The Hongkong Bank | tt 
had been involved in propagation of | —__ 
the group, particularly due to the en- | _ 
thusiasm of bank chairman Michael | . 
Sandberg who overruled the scepticism | — 
of senior colleagues. Closer still was the | 
accounting firm Price Waterhouse, 
whose senior partner, Tom Clydesdale, - 
is a member of Hongkong’s Legislative 
Council. Two Price Waterhouse em- 
ployees were among those against 
whom Barker found no case to answer 
Price Waterhouse not only audited Car- 
rian’s fictitious 1981 profits but two 
its former partners were Carrian execu 
tives — who were given immunity. — . 
Faced with a long trial, and given th 
sensitivity as well as the importanc 
the subject, some fellow judges were 
surprised that Barker should have vol 
unteered to hear the case, steppin, 
down from the Appeal Court to th 
High Court to do so. E 


























COVER STORY 







. By Michael Vatikiotis in Jakarta 
f | | One of the axioms of 
politics in President 
Suharto's Indonesia is 
that the pace of change 
is glacially slow. Still, 
tas the country heads 
| towards the end of the 
B TERE New Order’s fourth 
¿five-year cycle, there is a tangible air of 
xpectation about. 
=> Suharto’s re-election at the People’s 
Consultative Assembly (MPR) in 
: March is not in doubt. He is the unani- 
 mously approved candidate of every 
political faction and has receiv- 
[ ed thousands of endorsements from 
|- around the country. The real questions 
] everybody is asking are: who will be the 
| vice-president, and what sort of cabinet 
| will Suharto choose at the five-yearly 
| MPR? Jakarta is awash with rumours, 
| but the president continues to keep 
| everyone guessing. 
|... The vice-presidency has taken on 
"o p particular importance because the 66- 
. | year-old president is assumed by most 
v |. analysts to be embarking on his final 
five-year term. That the presidential 
succession is on the nation's political 
agenda is no longer in any doubt. 
Suharto himself seemed to signal this in 
a speech before parliament in October 




























` performance was questioned. While the 
cynics did not take the offer seriously, 


E Reser weeks have seen President 
| 8 E Suharto travelling through Java 
opening a string of new development 
projects and making speeches exhorting 
the population to work harder and face 
up to the challenge posed by external 
economic conditions. No one would 
claim that Suharto is officially out cam- 
aigning, but in the month before his 
nopposed re-election on 11 March, In- 
donesian citizens will have seen on tele- 
ion their 66-year-old president out 

about showing concern for the peo- 
le and guiding the development of the 
dt is a measure of how difficult it is to 
ssess Suharto after 21 years of rule, 
hat it is also possible to view the timing 
fhe president's recent out-of-town 
as no more than routine. How- 
given that the president himself is 


1986 when he offered to step down if his | 
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a Setting the scene for succession 
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analysts are increasingly saying that 
given his age and the economic difficul- 
ties now facing the country, he may con- 
sider retiring before the end of the next 
term — possibly before 1990. 

If he should choose to step down be- 
fore 1993, the vice-president will as- 
sume the presidency before convening a 
special session of the MPR to elect a 
successor. For this reason, Suharto’s 
choice as vice-president will play a cru- 
cial role in managing the succession. 

Of more immediate concern to the 
government, however, are the prepara- 
tions to ensure that there are no hitches 
in the run-up to Suharto’s re-election. 
The establishment traditionally be- 
comes extraordinarily sensitive during 
this period, reflecting both a concern 
about possible attempts to question the 
re-election process and insecurity 
about how everyone’s jobs will be 
affected. 

This period, when people are jittery 
about their positions, has effectively 


been building up since the parliamen- | 


tary elections held in April 1987, in 
which the ruling Golkar group’s major- 
ity increased somewhat to 73%, while 


the Muslim United Development Party | 
suffered a setback and the nationalist- | 
Christian Indonesian Democratic Party | 


registered improved support. 


“It is bad for Indonesia to allow this 


much time between the elections and 






fhe most difficult and least accessible 


area of analysis in Indonesia, his actions 


tend to lend themselves to exaggerated 


interpretation. 
As Suharto’s enigmatic stature 


grows, it becomes more difficult to make 
an objective assessment of his style. The 
stereotype is that of a man in control of 
everything, the supreme political 
operator — invoking frequent compari- 
son with the dalang (puppet-master) of 
Javanese wayang kulit (shadow puppet) 
theatre. Equally, some Indonesians in 
frequent contact with the Merdeka 
Palace suggest that the president is be- 
coming more impatient and less inclined 
to hear bad news — and that as pressure 
for change builds up, in fact, the leader- 
ship is withdrawing and becoming less 
prone to change. 

However, according to one source 


Cautious change likely as president begins possible final term 






the new cabinet, because it wastes a 
year of the government's time and 
makes room for rumour and intrigue," 
said one prominent politician. This 


_ year, the president has been more than 
| usually secretive, apparently confiding 


his intentions to no one. “Only God and 
Suharto know what is going to happen,” 
said a senior official. 

Whatever the result of the MPR, the 


| year-long and elaborately organised 
| "feast" of political activity which began 
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with last year's elections, has served as 


| 
i 
| 
| 
| 
| 
i 
| 
| 
| 









| Suharto: keeping everyone guessing. 















who frequently confers with Suharto, 
the president has “a strategic sense, 
paying attention to what he considers is 
the most important aspect of politics. It 
is a mistake to think he is weak.” 
Perhaps the clearest example of this was 
seen recently in foreign policy, when 
Suharto decided, apparently against the 
advice of some in his government, to an- 
nounce his intention to attend. the 
Asean summit in Manila last De- 
cember. 

Many observers saw this asthe deter- 
mining factor which allowed the summit 
to go ahead, thus saving Asean and the 
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| animportant legitimising instrument for 


the government. But there are those 


. who would also like to see the period of 
| political activity serving as a catalyst of 


| renewal and change. 





There is a general feeling that, with 
the years of oil boom-assisted growth 
long gone, the country has reached a 
crucial stage in its development, requir- 
ing a willingness to adapt and devise 
bold and imaginative strategies. The 


| country has so far survived the collapse 
| ofoil prices since 1983 and, after several 
| years of budgetary constraint, has regis- 


ie GDP growth in 1987 was expected to 
| match the 1986 level of 3.2%. 





| @&uharto’s ability to swallow the bit- 


| 
| tered sustained, albeit reduced growth. 
| 
















| ; Der pill of austerity and adjust his 


licies at the risk of damaging his per- 


q nal credibility as the “Father of Deve- 


pment,” must be given credit for sus- 


| taining some growth in the economy. 
< However, economists argue that the 
“continued weakness of the private sec- 


tor, the underdeveloped state of the 
manufacturing base, and the weak 
domestic market increase the chances 
that Indonesia will face an economic re- 
cession if more effective policies are not 
adopted soon. 

“Indonesia needs to change its men- 
tality from that of conservative oil 
trader to creative industrialist,” said 
Christianto Wibisono, a private econo- 
mic consultant. However, the govern- 


| ment's sluggish, almost reluctant, ap- 


proach to deregulating the highly pro- - 
tected economy has meant that 
liberalising measures are often not 
strong enough to survive the bureaucra- 
tic obstacles to implementation. 

After 21 years of the New Order, itis | 
not the president or most of his policies 
that Indonesians question. Rather, fora 


Philippines a great deal of embarrass- | 
ment. The incident illustrated the politi- 
cal acumen and decisiveness Suharto 
has shown in ruling the region’s largest | 
and most complex state. | 
But in many respects, Suharto’s 
image has taken a knocking over the 
past three years. Almost none of this | 
has referred to him personally or his | 
policies, but has focused on allegations | 
concerning the business activities of his | 
family. | | 
| 

| 

| 


T"he local press widely reported a | 
speech by Suharto in mid-January | 


.. where the president said: “Facing crazy 
- times, one has to be crazy too, other- 
- wise one will get nothing. As a result, in 
^ the face of corruption one will join in 
: .. corruption as well.” He quickly fol- | 
-o Jowed this up, however, with: “No mat- 
— ter how fortunate a crazy man is, those 

. who do not join in becoming crazy are 


| 
| 


even more fortunate.” 
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growing number of them, there is a 


sense of impatience with the govern- 
ment's failure to encourage wider par- 
ticipation in government and tolerate 
constructive criticism. This feeling has 
even been expressed by senior govern- 
ment officials, some of whom have 
suggested that the present closed system 
is doing little to train the younger gener- 


| ation to cope with future problems the 


country is likely to face. 
In an oft-quoted speech delivered to 
the Taman Siswa Educational Founda- 


tion in Jogyakarta on 20 May 1987, 


armed forces commander Gen. Benny 
Murdani — who is stepping down from 
his military post and awaits appoint- 
ment to the government — argued 
along similar lines. “Obedience and loy- 
alty must not produce passive and wait- 
ing people . . . who are like robots that 
move only when commanded," he said. 
He also reminded Indonesians — who 
are imbued with a deep sense of their 
own history — that the kings of the old 
Javanese kingdoms of Majapahit and 
Mataram “recognised the people's right 
to make a request or to lodge a protest 
direct to them." 

However, while it is often felt that 


| the government's preoccupation with 
| security and stability is stifling opinion, 


there is also a deep awareness that the 
only known alternative to the slow pace 
of change is the sudden, wrenching ex- 


| perience that marked the transition 


from the regime of the late president 
Sukarno to the New Order. So, while 
nobody expects, or even wants, a sud- 
den programme of political liberalisa- 
tion, a growing number of people — in- 
cluding parliamentarians, businessmen 


| and officials — will be watching the new 


government after March for signs of a 
more open and, as one MP put it re- 
cently, less “boring” government. 


The president seemed to be calling 
on people to guard against corruption. 
An article in the Kompas newspaper 


| subsequently quoted the turn-of 
the-century Javanese philosopher, 
Ronggowarsito, who wrote about 


“crazy times” at the Central Javanese | 


court of Surakarta, adding that he was 
referring to the “intrigue-filled situa- 
tion among the Surakarta nobility,” 
then. 

Clearly, given the New Order’s re- 
markable achievements since coming to 
power in 1965-66, it would be something 
of an injustice to lay the blame for the 
country’s economic ills solely at the 
door of Suharto’s family. Some 
economists are even beginning to sus- 
pect that the family issue has be- 
come something of an excuse for the pri- 
vate sector to hide its own shortcom- 
ings. 

One of the more serious problems 
facing Suharto, in common with other 














Government needs to 
restructure economy 


where necessary, “have the courage to. 


make corrections." 
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| The tone of this speech, and that of — 
| several others over the past two years, is |. 
| evidence that the government has had |. 
| to come to grips with rapidly changing | 
| 

| 

| 

| 

| 

| 

| 

| 

| 

| 
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conditions — mainly due to external 
economic factors. The question now is 
whether the new government team, 
which assumes office in April, will inter- 
pret the president’s words as a mandate 
for change or will opt for continuity. 
The government's ability to adjust 
policies to adapt to changing economic 
conditions has already earned it the 
praise of multilateral donors and com- 
mercial creditors alike. Everyone is bul- 


lish in public about Indonesia's pros- - 


pects. Recent official acknowledgment 
of the size of Indonesia's debt — now 
totalling US$42.1 billion, the largest in 
Southeast Asia — brought praise in- 
stead of approbation for government 
policies from the World Bank and the 


IMF. Rescheduling was ruled out. 
| But some prominent Indonesian 
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long-ruling leaders, is generational. 
With the exit of many of his closest 
| cronies from the 1965-66 period, 
| Suharto is increasingly having to take 





| decisions alone, without trusted advice 


| or counsel. 


| 





new cabinet, the president can cur- 


| | 
| rently count only two of his own closest | 
| followers in the government, State Sec- | 

retary Sudharmono and Coordinating | 
| Minister for Defence and Security | 


1 


Surono. 


| Two others, internal intelligence. 
| chief, Yoga Sugama and Manpower 


Minister Sudomo, are almost certain 
close fo retirement. For this reaso 
many will be watching to see if Suh 
feels confident enough to apr 
younger and relatively unknown 
| to the new cabinet. — Michael Va 
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Although there seems little doubt | 
| that retiring armed forces chief Gen. | 
| Benny Murdani has only temporarily | 
left the stage and will return in Suharto's | 


| 
| 






BE WISE TO 












| MONEY 
1 SOMEWH 





You can now open a Foreign 
Currency Account with Midland 
Bank in London, in any major 
currency. 

As one of the world's leading 
international banking groups we 
offer you unrivalled security and, of 
course, discretion. 

And, as a non-resident, interest 
earned on deposit is free from UK 

-income tax. 

To find out more about how we 

. can help you, please complete the 
coupon below. 





| -Marketing Dept, Midland Bank plc, 
-International Division, 24 Martin Lane, 
- London EC4R OAH United Kingdom. 











FE8 





4 j ; Midland Bank pic 








PUT A LITTLE 


MAAA etate NEARTAN MiA AAAA iA rts it rk PN AT RN ain GE raa 








{SA Af err rarity riia rir AAA i a 








| 
| 
| 
| 





economists, including Mohamad Sadli 


of the Indonesian Chamber of Com- 
merce and Industry, regard the cost of 
Indonesia's debt as too much of a drain 
on development expenditure. With 
36% of government expenditure de- 
stined for debt-servicing in 1988/1989, 
the 14% increase in development 
spending in the coming financial year 
will almost entirely depend on foreign 
aid. According to Anwar Nasution of 
the University of Indonesia: “The gov- 
ernment has a cash-flow problem and 
now is the time at least to restructure the 
debt.” 

The likelihood is that the new team 
of economic ministers will resist calls to 
tinker openly with the debt. Suharto has 
made it an article of faith that Indonesia 
will repay its debts on time. But he also 
expects Indonesia to be ready to achieve 
economic “take off” by the end of the 
fifth Five Year Plan in the mid-1990s. 
For this reason, there is little doubt that 
institutional and commercial loans will 
be used to soften the blow of debt repay- 
ments in the next five years. 

Meanwhile, the country will con- 
tinue to face major economic problems 
because of uncertain prices for its major 
export commodity oil, and the fragility 
of the global economic system. Most ob- 
servers therefore see the next cabinet 
continuing to work on structural econo- 
mic reforms, The hallmark of Suharto’s 


fourth development cabinet, which has | 


presided over the country since 1983, 
has been the slow but steady deregula- 
tion of the country’s “high-cost” econ- 





Suharto’s 
ment displays a reluc- 
| tance towards liberal- 
ising the political sys- 
tem that is sometimes 
difficult for the out- 
zx sider to understand. 
Perhaps with some justification, the 
government still feels that the system as 
it has evolved since 1966 is necessary to 
prevent the recurrence of the economic 
and political instability which gave birth 
to the New Order regime. 

Nevertheless, the period before and 
after the parliamentary elections in 
April 1987 saw renewed calls for greater 
freedom of expression, some expres- 





sions of unusually critical political views - 


and a few instances of government ac- 
tion against those who expressed them. 


The cynics would argue that not much - 


has changed, but others are not so 
sure. 

The office of retired army general 
Soemitro could not be described as a 
hotbed of liberal politics. Soemitro, 





omy. The post-oil boom era beginning 
in the mid-1980s has seen more than two 
dozen separate ministerial decrees ad- 
dressing licensing and other trade re- 
strictions and reforms of the customs 
service and the tax system. 

For all the criticism that what has 
been done so far has done little to attack 
the core of economic patronage and 
privilege in the country, the govern- 
ment must nonetheless take credit for 
moving in the right direction. But, as 
Coordinating Minister for the Econ- 
omy, Finance and Industry Ali Ward- 
hana said recently: “The key problem is 
implementation." 


GS sddled with a bureaucracy which is 
conservative and cumbersome, the 
launching of glossy deregulation pack- 
ages does not necessarily mean that the 
private sector is getting what it claims to 
want. However, Wardhana was op- 
timistic that whoever occupied the key 
financial and economic ministerial 
chairs, current policies would be main- 
tained. Nevertheless, Indonesia's cre- 
ditors are watching for signs of the 
leadership's confidence in the so-called 
technocrats who hold the key economic 
ministerial posts at present. 

Overall most analysts see Indonesia 
beginning to emerge from the post-oil 
boom recession that has overshadowed 
much of Suharto's fourth term. Accord- 
ing to Mohammad Sadli, if borrowings 
can be a down and export growth 
maintained, the medium-term outlook 


| is good. But with the government pre- 





Outwardly, President | who served as deputy commander of the 
govern- | 


armed forces and commander of the in- 
ternal security apparatus, Kopkamtib, 
between 1971 and 1974, now publishes a 
magazine on military affairs. “I cannot 
blame the government for the tighten- 
ing of the situation because of political 
conditions created in 1965,” he told the 
REVIEW. “But people cannot tell us we 
have a democracy just because we have 
a parliament.” 

Soemitro believes the situation now 
demands more openness — not for its 
own sake, but to allow the future gener- 
ation of leaders to generate ideas and, 
as he puts it, “so there can be competi- 
tion among them to allow them to rise to 
the surface.” The first generation. ot 
the country’s leaders, the so-called 
Generation of 1945, went through the 
trauma of the struggle for indepen- 
dence. This, so the argument goes, 
equipped them with the experience to 
oversee the country’s development so 
far. But what of the generation to 
come? ee z 


The message emerging from last | 
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| dieting projected revenue from non-oil 

‘| exports exceeding US$1 billion a month 

| this year, it is worth comparing In- 

-L donesia's 12% increase in total exports 
" against Thailand's 25% in 1987. 

However, while much attention is 
lavished on the macroeconomic picture, 
the government is also facing consider- 
able problems on the administrative 
front. In his closing speech to a meeting 
of provincial governors in Jakarta on 22 
January, Interior Minister Supardjo 
|. Rustam outlined a shift in what he call- 
| ed “the government's functions.” This, 
- | he said, would involve a change of em- 

phasis from “leadership and guidance 
E. [towards] the cultivation of pos- 
‘| sibilities to enable people to play a 
bigger role in every aspect of na- 
tional development." 

 Supardjo's comments indicate 
| that the government may be pre- 
^| paring to restructure the system 
—] of provincial administration. to 
+} allow the regions more autonomy 
| in decision-making. It also sig- 
nals the fact that after 42 years 
of independence, one of the most 
serious problems facing the gov- 
ernment remains the efficient 
and equitable administration 
of the country’s 27 diverse pro- 
vinces. 

An estimated 75% of the coun- 
try’s 172 million people live in 
rural areas and the effectiveness 
of government at the village- 
level is thought to be a key con- 
cern of the central government. 
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year's elections was that the younger 
generation has arrived and that it is time 
to give them a role to play. An esti- 
mated 12 million young people voted 
for the first time and, judging by the 
turnout at party rallies, many of them 
took the government's "feast of demo- 
cracy" seriously. In hindsight, most ob- 
servers would agree that of all the New 
Order elections, April 1987 proved the 
most trouble-free. While the govern- 
ment's party, Golkar, increased its 
overall majority from 64.3% to 73.2%, 
the minor parties — the Islam-based 
United Development Party (PPP) and 
Indonesian Democratic Party (PDI) — 
felt able to air their views 
and, largely with the sup- 
port of the armed forces 
(Abri), were encouraged | 
to do so. | 
In his Independence 
Day speech on 15 August 
| last year, Suharto en- 
dorsed this more liberal 
climate and seemed to 
welcome the increased 
pone debate stimu- 
ated by the elections. 
But he also warned 
| against allowing such ac- 
. tivity to compromise sta- 
bility. 




















Murdani: faith. 
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The government 


















recently commis- 
sioned an extensive survey of village ad- 
ministration in 10 provinces outside 
Java to investigate the effectiveness of 
Law No. 5 (1979) on Village Adminis- 
tration. The law sought for the first time 
to use the Javanese concept of desa 
(village) to define an administrative 
unit. 

But according to prominent sociolo- 
gist, Taufik Abdullah, who helped con- 
duct the survey, the penetration of the 
state into rural societies outside Java 
has been less than effective. "The drive 
to make the desa a self-sufficient ad- 
ministrative unit goes against the 
grain in many areas where the village is 


INCREASING _ 
INDEBTEDNESS 


(Indonesia's total external debt 
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Source: World Debt Tables, IBRD, Washington D.C. 


Given the need to control the forces 
of political activity and preserve stabil- 
ity, it is interesting to observe the politi- 
cal role now being played by the armed 
forces, which adopted a surprisingly 
neutral stand during the elections. In 
urban areas Abri provided open sup- 
port to the minor parties' — in particu- 
lar the PDI’s — campaigning, whereas 
in past elections the armed forces have 
strongly supported Golkar. 

Subsequently, with the convening of 
the new parliament in October 1987, a 
hand-picked, specially trained team of 
younger-generation officers occupied 
most of the 100 seats reserved for the 
Abri faction (REVIEW, 
15 Oct. '87). Previously, 
the Abri faction had 
been the preserve of 
older officers close to re- 
tirement. “The Abri fac- 
tion has become a real 
force in parliament,” 
Golkar MP Rachmat 
Witoeler said. 

The passing of two 
bills on military affairs 
by parliament on 22 Feb- 
ruary is viewed as a 
major restatement of 
Abri’s long-standing 
but hitherto vaguely de- 
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ernment to launch an investigation — 





part of a larger integrative unit, or or- 
ganic community," he said. | 

In South Sumatra, or the northern 
Sumatran province of Aceh, for exam- 
ple, the village is usually part of a group — 
of settlements under one traditional. 
head. This has meant, says Taufik, that 
government-appointed village head- 
men often find themselves without the 
authority to carry out the administr; 
tasks they have been set by the gov 
ment. “The government tends to b 
the difference between unity and u 
formity," he said. But Taufik suggest 
there was a growing realisation wi 
the bureaucracy of the need for a varie! 
of approaches to solve problems. : 

Certainly, the past few months 
have seen a number of question 
raised about the efficiency of gov 
ernment at the village level an 
the effectiveness of villa 
cooperatives. It was notice 
also that recent criticism 
transmigration programme 
massive government-sp 
resettlement, of. p 
overcrowded Jav 









































ESF 
lands — prompted some star me 
admissions of rural wastage and | 
inefficiency, all of which seems |... 
to point to the bureaucracy. It- 
remains to be seen whether this : 
Be wil be reflected in the out- 

lines of state policy for the next 
five years, which is to be un- 
veiled at the People's Consulta- 
tive Assembly in March. i 
— Michael Vatikiotis | 





fined dual military/political function. 

The impact of Abri's new commit- 
ment to parliament has already been 
felt. Much of the current anti-corrup- 
tion sentiment in parliament has 
strong backing from the Abri faction. 
Revelations during a mid-February 
parliamentary hearing about alleged 
land-grabbing by Jakarta-based officials 
in Irian Jaya — which forced the gov- 








were made by a former army command- | 
er in the province, Maj.-Gen. Syamsud- | 
din. E 























Ad about the allegation, retiring. 
armed forces commander Gen. 
Benny Murdani spelt out his faith in- 
parliament as an institution, saying that 
if it came from parliament, “it must be . 
true." Murdani is expected to receive a. 
senior government position after. 
Suharto's unopposed re-election. “Abri 
is behind the anti-corruption drive be- 
cause Abri leaders are in favour of 
cleaning up the government," said. 
C. P. F. Luhulima of the Indonesian In 
stitute of Social Sciences. 
One interpretation of Abri's mort 
prominent role in politics is that t 
armed forces have become dise 
chanted with the bureaucracy which, as 
it has grown, has generated friction be 
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tween civilian and military elements 
within the hierarchy. Another view, 
however, is that with the completion 
of the comprehensive  reorganisa- 
ton of Abri launched by Murdani in 
1983, the Abri leadership feels it 
is time to address its role in poli- 
tics. 

One aspect of the Indonesian armed 
forces that is frequently misunderstood 
is their belief in a doctrine which gives 
Abri a genuine sense of responsibility 
for the stability and progress of the 
state. According to political scientist 
Juwono Sudharsono, Arbri has become 
the lynchpin of the New Order. “[ Abri] 
is the only socio-political institution that 
holds the country together," he said. 
While there are indications from time to 
time of an urge to reduce the burden of | 
political responsibility and concentrate 
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on purely professional aspects within 
the military, this does not appear to be 
felt by the younger officers now assum- 
ing leadership of Abri. 

Meanwhile, with parliament playing 
a more active role, the institution is ex- 
pected to figure more prominently in 
the coming five vears. "We have gained 
a lot of ground," says Witoeler. “Ten 
years ago it was very different. We have 
managed to impose our presence on the 
political scene without antagonising 
those who hold power.” The question 
seems to be whether those currently in 


power will allow parliament more free- 


| 
| 
| 
| 
| 
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JAPAN 


Breaches of 
etiquette 


Parliamentary insult raises 
issue of MP's gangster ties 


By Charles Smith in Tokyo 
he seamy side of Japanese politics 
was exposed in early February when 

the proceedings of the all-important 

budget committee of the lower house of 
parliament ground to a halt after Koichi 

Hamada, the ruling Liberal Democratic 

Party's (LDP's) appointee as chairman 

of the committee, called a senior 

member of the Japan Communist Party 

(JCP) a “murderer.” 

The remark was a breach of par- 
liamentary etiquette for two reasons: it 
took the form of an interruption to a 
question by a JCP member, which 
meant that Hamada was speaking out 
of turn during time allotted to another 
party. More important, a post-war court 
decision long ago "closed the books" 
on the 1933 incident to which Hamada 
was referring — the death under ques- 
tioning of a suspected police infil- 
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dom to contribute to policymaking and 
express dissent. 

One view is that Suharto is planning 
to develop the party system by setting 
up Golkar as the party to carry forward 
his political legacy (REVIEW, 12 Nov. 
'87). But if that is the plan, the govern- 
ment has shown a reluctance to grant 
all of the parties the right to mobilise 
support at the village level and en- 
gage in party activities now that the 
election itself is over. Ultimately the 
parliament remains hamstrung by the 
continuing strength of traditional pa- 
tron-client ties which, according to 
Nitra Arsyad of the University of In- 
| donesia, means that many MPs are 
"afraid to air their opinions without 
-prior approval from the top." 

The past three years have 
also seen the decline of Islam 
asa key source of opposition to 
the government and, con- 
sequently, the further mar- 
ginalisation of political dissent. 
The Tanjung Priok riots of 
September 1984 came as some- 
thing of a shock to the New 
Order government. The view 
that the disturbances, which 
officially left 18 people dead, 
were stimulated by Islamic ex- 
tremists, may have been re- 
sponsible for the systematic 
dismantling of the Islamic poli- 
tical structure since 1985. 


trator by a group of JCP members. 

However, the *murderer" incident 
raised other and more interesting issues 
than these. As a former member of a 
yakuza (gangster) organisation with a 
police record of his own, Hamada ap- 
peared to be an odd choice in the first 
place for the prestigious post of bud- 
pet committee chairman. The choice 
ooked odder still a few days after the 
original affair surfaced, when it became 
known that he had tried to bribe opposi- 
tion members of the budget committee 
with envelopes containing * 100,000 


(US$770) worth of department store | 


sales vouchers, shortly after his 1987 ap- 
pointment to the chairmanship. 

Still more shocking was an allegation 
— in the form of an anonymous letter 
— that a top member of the opposition 
Japan Socialist Party had actually ac- 
cepted a € 1 million “gift” from Hamada. 

Apologists for Hamada claim that 


the “murderer” incident and his 1987 | 
appointment as a chairman of the com- | 


mittee were less remarkable than the 
media suggested: Hamada was a senior 


LDP parliamentarian, who would nor- | 


mally have been in the running for a 
ministerial post at this stage of his politi- 
cal career and who was thus a natural 
choice as a parliamentary committee 
.. . chairman after he had been passed over 
-in last November's cabinet reshuffle. 
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This began with the decree depriving 
PPP, the mainstream Islamic coalition, 
of the ability to use the symbol of 
Islam's holiest shrine, the Ka'aba, in 
1985 and culminated in the November 


1987 decision of the Nahdatul Ulama, | 


the country's largest Islamic organisa- 
tion, not to re-form a political party. As 


| aresult, few observers now regard [slam | 
| asacredible political force in Indonesia, | 
| where the majority of the 172 million 


population is at least nominally Muslim. 


here then does this leave the call | 

' for a more open government, less | 
intolerant of criticism, which many are 
now saying is needed in order to cope 
with the country's problems? The clo- 











































One political commentator even 
suggested that Hamada's formidable 
reputation might have been expected to 
make him a more than usually effective 
parliamentary committee chairman. 
Apart from offering "gifts" to opposi- 


| tion parliamentarians, he is known to 
| have threatened several MPs in the past 


with revelations about their private lives 
which he apparently collects through a 
network of contacts dating from his 
yakuza days. 

A series of well-judged threats to re- 
calcitrant LDP or opposition par- 
liamentarians might have helped the 
government to pass controversial tax 


suggests. This 
could have made Prime | 
Minister Noboru Take- 
look distinctly 
more skilful at manag- 
ing parliament than his 
predecessor, Yasuhiro 
Nakasone, who failed 
to pass a tax reform bill 
in 1987 after members 
of his own party rebel- 
led. 

If Takeshita ever 
believed that he could 
harness Hamada’s skills 
to manage parliament, 
his own political judg- 
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sure of two newspapers in the 
months — Sinar Harapan in Oct 
1986 and Prioritas in June 1987 — am 
the prosecution of almost 20 a ond Is- 
lamic extremists, suggest that despite. 
the greater sense of security in the coun- 
try since the troubled 1960s, the govern- 
ment is taking few chances. NE. 
Meanwhile, even if the process of re- 
generasi (rejuvenation) is truly under 
way, as many analysts believe, those 
stepping into the shoes of their elders . 
have impeccable conservative creden- | 
tials. The new armed forces chief, Gen. 
Try Sutrisno, for example, is a strong 
advocate of the dual-function system of 
military involvement in government. In 
Soemitro's view, the older generation 
n feel they must be sure that their 
successors will keep faith with 
the values they have striven so 
hard to establish. “They are af- 
raid the younger generation . 
has become cynical about the 
old value system," he said. — 
This certainly appears to be - 
a growing concern as fewer 
representatives of the Genera- 
tion of 1945 remain active, 
while fears also grow that 
the long wait for members 
of the younger generation be- 
fore they can participate 
in government will render 
them more cvnical. 
— Michael Vatikiotis 
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ment now needs to be called in doubt. 
But this is far from being the only con- 
clusion to be drawn from the affair. The 
revelations about pay-offs to opposi- 
tion parliamentarians chime with stories 
of regular private consultations be- 
tween the LDP and members of opposi- 
tion parties other than the JCP on 
the management of key parliamentary 
committees such as the budget commit- 
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The end of the affair was not much: 
more reassuring than its beginning. In 
persuading Hamada to step down "for . | 
the sake of the country" (rather than be- — 
cause of any personal error) LDP Sec- © 
retary-General Shintaro Abe appar- . 
ently hinted that he might be rewarded . | 
camcersxvon with a cabinet post in. 
an Abe administration, 
| while Hamada's son 
| would be invited to join. | 
the Abe faction should. 
| he ever wish to stand 
| for his father's seat in © 
parliament. Hamada's | 
political career may 
thus have received ; 
boost from the event 
of the past few da 
But the credibil 
Japan's parliamen 
processes has certat 
been weakened. > 






















Roh's election emphoria Starts to fade. 





| SOUTH KOREA 


By John McBeth in Seoul 
B y saying the right things and making 
the right gestures, Roh Tae Woo 
has had a smooth ride since he en- 
gineered last year’s political com- 
promises with the opposition and then 
went on to capture the presidency. But 
six days before his 25 February inaugu- 
ration, the 55-year-old former army 
general discovered that popularity is not 
only difficult to attain but even harder 
to hold on to. 

The occasion was the unveiling of his 
cabinet, and even Roh may have been 
taken aback by the strength of the criti- 
cism. By clinging to seven incumbent 
ministers in the 24-member cabinet, he 
found himself in trouble with editorial 
writers and other political observers 
who had been told to expect an array of 
new faces. Instead, they came away 
with the feeling that they were looking 
at an extension of ex-president Chun 
Doo Hwan's Fifth Republic. 

Roh had made a good start a few 
.| days earlier by appointing respected 

~ educator Lee Hyun Jae as his new prime 
. minister. But what he announced on 19 
February fell far short of expectations, 
with some reports even suggesting that 
. he had been forced to take note of a list 
. that had been handed down to him from 
-. the presidential Blue House. 
Moving to counter the criticism, de- 
fensive officials from the ruling Demo- 
cratic Justice Party (DJP) said: that the 
. line-up was transitory and that exten- 
- sive modifications could be expected in 
- the wake of national assembly elections 
. in March and also after the Seoul Olym- 
— pic Games in September. 
_ It is clear Roh believes he has more 
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Rough road ahead 


Roh is under attack for retaining seven Chun cabinet ministers 


important things to worry about at the 
moment than his own popularity and he 
has no intention of rocking the boat be- 
fore he gets firmly established. 

Indeed, the make-up of the new 
cabinet suggests a pre-occupation with 
stability and continuity during a difficult 
period when he will not only have to 
deal with the national assembly elec- 
tions and the Olympics, but alsó come 
to terms with the US over prickly econo- 
mic issues. As a Western diplomat put 
it: "E think he is going to introduce 
changes, but I also think he is going to 
make haste slowly. A lot of the expecta- 
tions have simply been too high." 

The US trade question appeared to 
be only one of Roh's considerations in 
his decision to move American-edu- 
cated Rha Woong Bae from the trade 
and industry portfolio to the key post of 
deputy prime minister and minister of 
economic planning. In appointing for 
the first time an economic manager 
from outside the ranks of the bureau- 
cracy, the new president is looking for 
broader participation in long-term gov- 
ernment strategies. 


E same might be said for Ahn 
Byung Wha, 57, the president of the 
state-run Korea Heavy Industries and 
Construction, who becomes the first 
businessman considered for the trade 
portfolio. Most of the Ahn's 27-year 
career has been spent in the steel indus- 
try, including a two-year stint as head of 
the giant Pohang Iron and Steel Co. 
Among the incumbents retained by 
Roh are Interior Minister Lee Sang 
Hee, Foreign Minister Choi Kwang 
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Soo, Finance Minister and former Chun 
economics adviser Sakong Il, Justice 
Minister Chung Hae Chang, Sports 
Minister Cho Sang Ho, Construction 
Minister Choe Dong Sub and Com- 
munications Minister Oh Myung. Al- 
though Rha and Choi have only been in 
their positions for two years, they are 
the two longest-serving members of 
Chun’s cabinet. 

Lee and Chung were kept on to over- 
see preparations for the elections, in 








| which the DJP will seek to capitalise 
| on the opposition's current leadership 


| 
problems and secure a majority in the | 
expanded assembly. Similarly, Cho was | 
retained to provide continuity in the 
planning of the Olympics, an event that | 
has taken on an almost mystical sym- 
bolism in this nationalistic country. ` | 

Probably the most intriguing change | 
was in the defence portfolio where re- | 
cently retired Joint Chiefs of Staff chair- | 
man Oh Ja Bok, 57, took over from | 
Roh's Korea Military Academy (KMA) | 
classmate Chung Ho Yong. A former 
chief of staff whose political astuteness 
and standing in the army made him a 
powerful figure, Chung is understood to 
have removed himself from contention, 
apparently to give Roh a freer hand. 

represents a return to the old | 
model of defence minister, which prob- | 
ably means Roh will be taking a per- | 
sonal interest in the affairs of a military 
where he and Chun command similar 
loyalties. Although he is widely re- 
spected for maintaining harmony within 
the officer corps, the North Korean- 
born new minister's background and 
non-KMA credentials set him apart | 
from the Kyongsang elite who have | 
traditionally dominated the army's 
upper echelons. 

Four members of the new cabinet are | 
KMA graduates — including Govern- 
ment Administration Minister Kim | 
Yong Kap, who spent more than 15 | 
years with the KCIA and its renamed | 
successor, the Agency for National 
Security Planning (NSP), before being 
appointed presidental secretary for civil 
affairs in 1986. His new position makes 
him responsible for personnel changes 
in the bureaucracy. Many of Kim’s 
former Class 17 colleagues now occupy 
prominent positions in the armed 
forces, among them new Capital Garri- | 
son Command chief Lieut-Gen. Kim Jin 
Hyung, and 6th Corps commander 
Lieut-Gen. Im Min Cho. | 

Roh's commitment to dismantling | 
the country's authoritarian machinery is | 
partly reflected in his choice of Hyun 
Hong Choo for the ministerial-level po- 
sition of director of the Office of Legis- 
lation. One of his closest aides and a 
key member of the DJP's election 
machine, the US-trained lawyer and 
former NSP deputy director will be in 
charge of reviewing legislation and de- 
crees which run counter to the more 
open, consensus style of government 
Roh says he wants. 
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| Playing the media 


Seoul exploits Japan’s press to foster anti-Pyongyang opinion 


By Charles Smith in Tokyo 


"i" he North Korean sabotage of a Ko- 
rean Air (KAL) passenger jet and 
particularly the alleged role of an ab- 
ducted Japanese national in training 
| self-confessed North Korean terrorist, 
| Kim Hyon Hui, appears to have 
shocked Japan into a greater awareness 
' North Korean "menace" to peace 
|. and security of Northeast Asia than any- 
| thing that has happened in the past two 
| decades. 
|. Flight KAL 858, bringing South Ko- 


| rean workers home from the Middle 

| East, disappeared last November over 

“the Andaman Sea near Burma with the 

j| lossof 115 lives. 

i. Coverage of the incident in daily 
newspapers and weekly magazines 
here has been unprecedentedly ex- 
tensive, no doubt partly because of the 

| appeal of Kim herself, a "beautiful spy" 

| who has been portrayed for the most 
part as the victim of the Pyongyang in- 
| 








telligence machine. At a deeper level, 
the affair appears to have shifted the al- 
legiance of at least two major opposi- 
tion parties on the Korean question. 
The Japan Communist Party, which 
reacted cautiously to reports that 
Pyongyang was responsible for the Ran- 
goon bombing in October 1983, which 
killed one-fifth of the South Korean 
cabinet and other officials who were on 
a visit to Burma, became the first com- 
munist party in the world to condemn 
Pyongyang for its role in the KAL 858 
incident. Its chairman issued a state- 
ment on 22 January accepting the South 
Korean version of the affair that a bomb 


troyed the aircraft. 

The mainstream Japan Socialist 
Party (JSP), whose refusal to "recog- 
nise” South Korea's political legitimacy 
dates to the mid-1960s, holds a non- 
committal view on the bombing, but ap- 
pears to be moving rapidly to normalise 
its relations with South Korea in part 
because of the wave of popular sym- 
pathy aroused by the incident. 

At a three-day convention in mid- 
Feburary, JSP chairman Takako Doi 
announced plans to visit Seoul and to 
meet South Korean President Roh Tae 
Woo. Until the convention, Doi had 
spoken only of going to South Korea to 
meet opposition leaders, while rank- 
and-file members of the party were 
strictly forbidden from visiting. 

Political analysts in Tokyo who study 
the media's handling of Korean affairs 
believe that the powerful impact of the 
KAL 858 affair reflects a feeling that 
- | Japan's sovereignty was compromised 
. | by Kim's posing as a Japanese citizen 

. and, more significantly, by the alleged 

abduction of a Japanese woman, who 
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planted by Pyongyang agents had des- 
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reportedly tutored Kim in Pyongyang 
on how to pass herself off as a Japanese. 
Her tutor's identity, however, remains a 
mystery to Japanese police. 

South Korea is given credit for re- 
markable skill in the way it "orches- 
trated" coverage of the affair in the Ja- 
panese press. Although Kim's confes- 
sion was made live on Seoul TY, 
analysts claim that South Korean au- 
thorities leaked many subsequent de- 
tails to selected Japanese media, rather 
than to the local media in Seoul, some of 
whose coverage was described as dis- 
tinctly thin compared to most of the Ja- 
panese press. 

By distributing favours to selected 
Japanese reporters, and some US cor- 
respondents, Seoul evidently managed 
to keep the Japanese media alert to the 
story while also increasing its own credi- 
bility. Reports carried in 
South Korean press might 
not have been as credible 
as those carried by in- 
dependent Japanese, or 
other foreign, newspapers. 

An 11-page special re- 
port on the affair in the 
March issue of the pres- 
tigious Bungei  Shunju 
monthly magazine is seen 
by some analysts as a par- 
ticularly good example of 
South Korean publicity 
techniques. The report 
consisted almost entirely 
of answers (by a team of 
^South Korean investiga- 
tors") to questions that 
tended to throw doubt on 
the authenticity of the 
South Korean Government version. The 
answers refuted doubts which had been 
raised in the popular Japanese press 
about Seoul’s account, while simultane- 
ously suggested that Pyongyang might 
have been guilty of disinformation in 
most of its attempts to detect contradic- 
tions in the South Korean account. 


owever, as examples of disinfor- 

mation by Seoul itself, analysts cite 
a number of early (and initially success- 
ful) attempts to place stories in the Ja- 
panese press identifying Kim and her 
accomplice with known North Korean 
diplomats or intelligence agents. But, 
the news that Kim had "confessed" that 
she was trained in Pyongyang by a Ja- 
panese woman, code-named Lee Un 
Hye, who had earlier been abducted 
from Japan, was not leaked to the Ja- 
panese media, but announced in Seoul, 
apparently one day ahead of a deadline 
which had earlier been agreed with the 
Japanese Foreign Ministry. 
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| about the abduction of a Japanese « 
| zen, would have checked th 


| might have hesitated to do so w 


| panese police spent more than a week 


| Kim. 


| may simply have been invented — con- 




















This manoeuvre "makes set 
analysts said, given the peculiar nat 
of the story. The Japanese media; on 
ceiving a tip-off from a foreign s 





the local police before publish 


confirmation that the person existed. 
fact, after the abduction story the K 


leafing through thousands of records of . 
missing persons — including those of | 

the three couples who disappeared from | E 
beaches in 1979 — without finding any- | i 





one who fitted the description given by 
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ceivably by Kim herself — as part ofa |. 
propaganda campaign designed to im- |. 
press Japanese opinion. One reason for 
questioning the existence of Lee is that 


Pyongyang could easily have used an 
ethnic Korean to teach Kim Japanese 
language and customs because there are - 
many long-term Korean residents in | — 
Japan who are both “native” speakers | | 
of Japanese and politically committed | . 
to North Korea. | * 
An irony about the KAL 858 affair | 
and its effect on Japanese opinion is that | 
if Kim had been successful in commit-. | 
ting suicide (like her male companion | 
Kim Sung Il) before South Korea had a. 
chance to extract a confession from her, 
the world would almost certainly have: 
been left with the suspicion that she was 
a Japanese citizen. That would have 
given Japan's Foreign Ministry the un- 
welcome task of clearing Japan of m. 
cious interference in the affairs of $ 
Korea. As it is, Japan has found 
drawn closer than ever to South | 
while Tokyo's undeclared pol 
working towards an accommod 
with Pyongyang has had to be shelve 
— possibly for years. d 
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INDIA 


_ By Salamat Ali in New Delhi 


A 14 February cabinet reshuffle has 
triggered speculation that Prime 
Minister Rajiv Gandhi is poised to 
make major political moves in the com- 
ing months. After nearly a year of cop- 
ing with opposition allegations of cor- 
ruption and inefficiency, the ruling 
Congress party could be planning to 
take the initiative on setting the na- 
tional political agenda. Some influential 
sources have even suggested that, bar- 
ring unexpected developments, a gen- 
eral election might be held later this 
year. 

| For the past several months, New 
© Delhi has been rife with speculation 
about a snap mid-term poll, though a 
general election is not due until the end 
of next year and the Congress continues 
to enjoy ari overwhelming majority in 


-| leged kickbacks in arms purchases and 
| nance and defence minister V. P. Singh 
| Vers believe the only way the Congress 
«| regime can redeem its credibility is to 


renew its electoral mandate. 
For his part, Gandhi has denied 





plans for an early election. He told re- | 
porters after swearing in the new 


cabinet: “Logically, big changes [in the 

cabinet] rule out mid-term polls. Do 

|| you think we will be ready for a snap 

| poll before all these people have estab- 

| lished their positions? I do not see elec- 
"tions on the horizon.” 


Gandhi made the changes following | 


sustained opposition jibes alleging his 
inability to do so. The opposition — 
especially his rebel cousin and former 
de facto number two in his cabinet, 
Arun Nehru — has asserted that Gan- 
| dhi was in no position even to fill the 
j cabinet vacancies for fear of triggering a 
| major revolt in the Congress. The impli- 
| cation was that Gandhi's hold on the 
| Party was shaky and that many senior 
MPs stayed in the party only in the hope 
of joining the cabinet. Inducting some 
| MPs as ministers would inevitably dis- 
| please others, who might quit the party 
| ranks. 

The opposition also made much of 
the Congress, under Gandhi, losing al- 
. most all state elections held in 1985-87. 
. Tt was also argued that Gandhi had lost 
his prestige as a vote-getter, forcing 
Congress politicians to look for a more 
. eredible leader. But the Congress victory 
- in early February in the Tripura state 
elections, which ended the decade-long 
communist rule in that state, ended 
Gandhi's losing streak. 

— In the event, Gandhi demonstrated 































the resignation last year of former fi- 


.. |- has eroded Gandhi's popularity. Obser- - 
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d. parliament. However, the scandal of al- | 


The campaign shuttle 


Gandhi revamps the cabinet setting oft election rumours 


the power of an incumbent prime minis- 
ter through his sweeping cabinet 
changes, bringing in 13 new faces and 
reshuffling the portfolios of most of his 
senior colleagues. He has also promised 
to revamp the cabinet further to give 
better representation to the southern 
states, presumably after the Tamil Nadu 
state elections in coming months. 
Additionally, he has appointed new 
governors to six states, including three 
which are ruled by opposition parties. 
He has also changed the chief minis- 
ters of two of the three largest states 
in the Hindi-speaking belt, which holds 
almost half of India's national electo- 
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rate and is therefore the final arbiter 
of political fortunes at the national 
level. 


Be the changes, instead of demon- 
strating to Gandhi's critics his firm 
control over party and government, 
have intensified speculation over the 
possibility of mid-term polls. Typical of 
the sceptics ignoring Gandhi’s denials is 
veteran communist leader B. T. Rana- 
dive, who said: “I do not believe the 
prime minister and I believe the elec- 
tions are coming.” Equally emphatic 
was Nehru, who said: “Gandhi has been 
doing quite the opposite of what he 
says. Snap polls will be held in May or 
June.” 

The critics point out that the real 
state of affairs in the ruling Congress is 
revealed by Gandhi's inability to drop 
any member of his cabinet except two 
junior ministers, G. S. Dhillon and Ram 


Dulari Sinha. Sinha has been made a | tions. 
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state governor and Dhillon too has been 


promised another job. The critics say 
there are at least three major point- 
ers to Gandhi's desperation to regain 
credibility through fresh general elec- 
tions: 

» Of the 13 new ministers, 11 are from 
the Hindi heartland. Their caste affilia- 
tions emphasise Gandhi's attempt to 
shore up electoral support among the 
dominant castes in the region. 

» Gandhi has hired a pollster to assess 
the ruling party's Mi ti in a snap 
election. The polling firm, which has 
done similar jobs for the Congress in the 
past, has also been asked to gauge the 
impact of the opposition's continuing 
campaign against the ruling party. 

» The prime minister has ignored the 
opinion of the chief ministers of the 
three opposition-ruled states where new 
governors have been appointed. ` 

This is considered a gross violation of 
a recommendation of the Sarkaria com- 
mission, which submitted a report re- 
cently on centre-state relations. 
The commission proposed a 
constitutional amendment to 
provide for consultations be- 
tween the central government 
and the chief minister con- 
cerned, the Indian vice-presi- 
dent and the lower house of par- 
liament. It further suggested 
that a politician from the ruling 
party at the centre should not be 
appointed governor of an oppo- 
sition-ruled state. 

All the three new governors 
are Congress politicians. Gandhi 
maintains that since his govern- 
ment has not yet accepted the 
Sarkaria commission’s report, it 
| does not feel bound by its propo- 
| sals. New Delhi merely inform- 
ed the states of the choice of the 
new governors. While the chief 
ministers concerned resent the 
move, none of them dared risk 
a constitutional crisis by de- 
claring their opposition to the appoint- 
ments. 

In any case, New Delhi is usually 
insensitive to the feelings of the op- 
position-ruled states. Gandhi recently 
brushed aside a resolution forwarded to 
the country’s president criticising the 
functioning and style of one state gov- 
ernor, who is an aggressive woman from 
the Congress. Under the Indian Con- 
stitution, governors are appointed 
by the president on the prime minis- 
ter's recommendation, which is bind- 
ino "3 
"EUER as Gandhi keeps his adver- 
saries guessing over the timing of the 
snap polis, the opposition has begun 
preparing for the eventuality. Some 
analysts believe that the Congress might 
first test the political waters by holding a 
series of by-elections to parliament and 
the state assemblies for seats which have 
fallen vacant due to deaths or resigna- 
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€ BACK in what is now regarded as the 
eim age, when Prince Norodom 

ihanouk ruled Cambodia in the 1960s, 
a colleague from Reuters went to 
Phnom Penh to report the visit of Jac- 
queline Kennedy. Alarmed by the much 
larger representation of the American 
newsagencies, the Reuters man cabled 
his office: "Opposition here is strong." 
That night, he was arrested and was 
mystified to be me by the 
prince's security agency. He really had 
no answer to their question: *What do 
you mean cabling that opposition here is 
strong? — there is no opposition to 
Prince Sihanouk.” 

I recalled this the other day when 
considering Sihanouk’s demand for 
Western-style elections in a future non- 
aligned Cambodia. Of course, the 
pre says he has learned a lot during 

is years of exile, including the fact that 
he was mistaken to exclude foreign 
journalists from Cambodia during most 
of his tenure. He warmed the cockles of 
my heart one cold winter’s day in Peking 
recently by telling me that in a fu- 
ture Cambodia in which he played 
a role not only would journalists 
be welcome, they would not even 
require visas. 

Perhaps the prince does not 
understand that newsmen, for the 
most part, have a sympathy for 
the underdog, for those “out of 

wer.” If Sihanouk is restored to 

hnom Penh, as a majority of 
Cambodians fervently hope, 
foreign correspondents may not 
be so uncritical in their reports. 
Will the good prince not once 
again bridle under criticism, and 
expel the lot? He assured me not, 
that he had learned his lessons. 

As an unabashed admirer of 
the prince's political skills, I can't 
join the chorus of those who criticise his 
frequent changes of mind, and his com- 
plicated manoeuvrings. He is the one 
man capable of putting the show in 
Cambodia back on the road, but his 
tools for doing this are limited. How to 
get the Vietnamese occupation army 
out of Cambodia without allowing the 
Khmer Rouge to take power again? No 
easy task, with Pol Pot still alive and 
well, and by all accounts still in charge 
of his army along the Thai-Cambodian 
border. The great assassin, Pol Pot is still 
dreaming, presumably, of his perfect 
society based on Mao's disastrous Great 
Leap Forward, and the watchword of 
his other mentor, Jean Jacques Rous- 
seau, "Man is born good, but society 
corrupts him." So destroy society. 

We shouldn't underestimate Pol Pot, 
because Sihanouk doesn't. The prince 
once recalled for me how Pol Pot came 
to see him when he was being held à vir- 
tual prisoner in his own royal palace to- 
wards the end of 1978. For a man of con- 
siderable charisma himself, Sihanouk 
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said: “Seldom have I met a man as 
charismatic. He was such a beautiful 
talker, and I listened silently for hours. I 
knew he was mad, but I couldn’t stop 
listening to him.” 

I couldn’t help thinking of the charis- 
matic Pol Pot the other day when my 
nine-year-old Volga sedan broke down 
on the open road some 40 miles from 
Phnom Penh. My faithful driver, Um 
Chom — faithful, that is, as long as I 
kept him supplied with 555 State Ex- 
press cigarettes, the only fag Cambo- 
dians think worth smoking — opened 
the hood and, to my dismay, looked 
considerably baffled. Until then, I had 
been enjoying the enchanting Cambo- 
dian landscape, the seemingly happy 
peasants smiling and waving as they cut 
the rice with wooden sickles shaped like 
naga-heads, and the palm trees that my 
Cambodian, wife Milly and other Cam- 
bodians like so much. 
€ BUT, as we stood there on the de- 
serted road, I recalled the briefing I had 
received from province officials the day 





before to the effect that there were still a 
lot of armed Khmer Rouge loose in the 
province, admittedly at a very low ope- 
rational capacity. All at once, the scen- 
ery did not look so enchanting — it be- 
came somehow menacing. the peasants 
seemed to melt away. Could the tree- 
lines across the paddies contain lurking 
Khmer Rouge? I suddenly hoped that 
the forces of the Hun Sen army were as 
strong as the regime's officials boasted. 
In the event, after about an hour or 
so, a motorcycle taxi came chugging 
along with a driver who was a good 
mechanic, and repairs were effected — 
and a packet of 555s, the usual cur- 
rency in Cambodia, changed hands. 
However, the incident had served to re- 
mind me of covering the war in Cam- 
bodia in the early 1970s, when corres- 
pondents used to “go down the roads.” 
Somewhere up ahead would be the 
Cambodian army, but between you and 
them was unsecured road. Everything 
was fine as long as the peasants were 
working in the fields. As soon as you 





stopped seeing peasants, you started 
worrying. In those days, we used to pray 
that, if captured, it would be by the Viet 
Cong, and not by the Khmer Rouge. 
The lovely Kate Webb was taken cap- 
tive by the Viet Cong, and released 
some six weeks afterwards. Few of 
those who fell into Khmer Rouge hands 
emerged alive. I used to think the Viet 
Cong were quite chivalrous in Cam- 
bodia. l've been with Cambodian army 
units and seen the Viet Cong toy with 
them, sending in the occasional mortar 
round to tell them not to get uppity, 
when they could have sent in a barrage, 
and wiped out the Lon Nol forces, and 
myself and other correspondents. 

€ NOWADAYS one sees a lot of Viet- 
namese in Cambodia again. While the 
Vietnamese army itself gets mixed 
reviews, I did not find resentment of the 
Vietnamese civilians. When out on a 
fishing boat on the edges of the great 
lake at Tonle Sap, I had a chance to talk 
with Vietnamese and found most of 
them were descended from Vietnamese 
who fished the lake prior to the 
early 1970s, when the Lon Nol 
pogroms — to be completed by 
Pol Pot — began. 

As indicated earlier, there are 
few more beautiful landscapes in 
Asia than in Cambodia. The 
beauty is unspoiled by the blight 
that has transformed other Asian 
cities and landscapes. I would not 
have wished Pol Pot on the Cam- 
bodians for anything, but because 
time has stood still in Cambodia 
for the past 18 years — or moved 
backwards — the country still re- 
tains its indefinable charm. 

There's one scary thing that 
would interest Pol Pot, however. 
In his time the lighter-skinned citv 
folk were branded as intellectuals 
and massacred. In today's Phnom Penh, 
the population is again several shades 
lighter than the peasant population. Pol 
Pot's Cambodia was of the “better dead 
than red" variety while, on the other 
hand, the Hun Sen regime is of the “bet- 
ter red than dead" school of com- 
munism. 

Dare one hope that Cambodia will 
revive again, that peace will come? 
Cambodians are incorrigible optimists. 
Just as they once had faith that the 
Americans would somehow return in 
1975 and save them at the last minute, 
they think that when Sihanouk returns 
the world will be as it was, that there will 
be a chicken in every pot, money in the 
poset as in the old days and pone 

lessed peace, will be restored. The 
Americans and the Vietnamese carried 
their own war into innocent Cambodia. 
For America and Vietnam, their own 
war has been over for 13 years, but 
Cambodia's sideshow is still going on. 
But then there is, as we know, no justice 
in this world. 
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Singapore sweepstakes: 
foreign vs local art 


By Peter Schoppert in Singapore 
Fo the past 10 years, the single 
biggest draw at Singapore’s Com- 
munity Centres has been courses in 
children’s art. The network of centres, 
run by the People’s Association statut- 
ory board, was crucial to the govern- 
ment’s efforts to consolidate political 
support in the early 1960s. Still impor- 
tant politically, the centres today offer 
air-conditioned classrooms, squash 
courts, and a wide range of recreational 
facilities and services to residents of 
government-built flats. 

The People’s Association employs 
200 art teachers and reached 16, 
children in 1986. “On-the-spot” art con- 
tests are organised at 
centre and national levels. 
Other children’s art com- 
petitions are organised 
around national campaigns; 
Smoke-free Singapore has 
proven to be a popular 
theme. 

The local art scene is 


dominated by competitions, 
an important one being the 
United Overseas ank 


Painting of the Year Con- 
test. Government ministries, 
statutory boards and corpo- 
rations sponsor competi- 
tions, often around a specific 
theme, and an “on-the-spot” 
contest for adults was held 
recently at Boat Quay to com- 


memorate the completion of a 10-year 
project to clean up Singapore's rivers. 

Despite the large number of compet- 
itions, there is little art criticism in the 
media and an apparent lack of critical 
awareness among artists. This subject 
was addressed at a recent talk which was 
well attended by local artists. Univer- 
sity professor, T. K. Sabapathy, one of 
popes two practising art historians 
and the leading critic, put part of the 


blame on local art education which, he 
said, “emphasises the technical. It is 
oriented to craft.” 

Another limiting factor is that the 
prestige of both Western and Chinese 





Khan Abdul Ghaffar Khan 
Patriarch of the Pathans 


By Len McGrane in Peshawar 


t was the early 1900s and the British 

were flush with recent military success- 
es in the northwest corner of their In- 
dian empire. A Pathan high-school stu- 
dent was offered a prized officer’s com- 
mission in the British army. 

Recruiting sons of influential locals 
was a standard policy of the Raj and this 
boy's father was a wealthy landlord and 
n enough about the British to 

ave sent his eldest son to England to 
study medicine. 

Khan Abdul Ghaffar Khan reported 
to the big Mardan military camp not far 
from his home, near Peshawar. There 
he saw an English officer mistreating 
Pathan soldiers. That changed every- 


thing. He resigned in protest, and did 
not stop protesting for most of the next 
80 years. 

Khan Abdul Ghaffar Khan's death 
at the age of 98 on 20 January this year 
dominated front pages of provincial 
newspapers, drew thousands of people 
to his graveside from distant villages 
and caused old men to weep openly. 

He started his working life in 1910 by 
opening a small school in his village. A 
religious man (who in 1926 made the 
Muslim pilgrimage to Mecca and im- 
pressed Mahatma Gandhi with his 
spirituality in the mid-1930s), Khan 
Abdul Ghaffar Khan also travelled to 
central India to meet the leaders of the 


art is often difficult for Singapore's art- 
ists to compete against. 

This problem came into sharp focus 
early this year with a controversy over 
the large number of foreign artworks 
commissioned by the developers of the 
city's two largest hotel and shopping 
centre projects. 

Local artist Thomas Yeo was quoted 
in The Straits Times newspaper as saying 
“it’s a slap in the face. In other coun- 
tries, the major art projects would never 
be given to rem artists. Here we get 
others to tell us what culture is. Their 
culture. It's ridiculous. " 

There was particular resentment be- 
cause the two developments in question 
were large, prestige jobs designed by 
big-name American architects — John 
Portman in the case of Marina Square 
and I. M. Pei for Raffles City. Some 
Singapore architects have come to re- 
sent the number of plum projects 
awarded to big foreign names 
including Japanese architect 
Kenzo Tange, who along 
with Pei, will plan land use 
for the massive Marina South 
land reclamation project. 

Soon after the foreign 
commissions were publi- 
cised, the Clean Rivers Steer- 
ing Committee announced 
the largest-ever local art 
commission, $$200 ,000 
(US$99,010) to sculptor Elsie 
Yu to celebrate the river 
clean-up efforts. Then, 
Communications and Infor- 
mation Minister Yeo Ning 
Hong announced that Sin- 
gaporean art would grace six 
new MRT (Mass Rapid 
Transit) stations. “After all, 


orthodox Deoband religious movement. 

By 1913 he was becoming involved 
with the then nascent movement for In- 
dian independence and attended the an- 
nual conference of the All-India Muslim 
League in Agra. In 1919 he organised a 
protest meeting in his village against the 
British. For this he earned the affection- 
ate title of Bacha Khan from his people 
and six months in the Mardan jail from 
the British. When released, he opened 
more schools, got involved in social 
work and politics, and in 1923 was again 
put in jail — this time for three years. 

In 1929 Bacha Khan formed the non- 
violent Khudai Khidmatgar movement, 
or the Servants of God, whose badge 
was a Suit of red clothes. For a Pathan of 
the 1930s, the normal tools for settling 
disputes were force, violence and mur- 
der. Then, as now, a Pathan leaped to 
avenge a murder with more murder, 
and feuding was rampant. 

Bacha Khan called on the Pathan to 
protest against British rule and atro- 
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Singaporeans are going to be the people 
who use the stations most.” 

The National Museum’s decision to 
buy works by Taiwan sculptor Ju Ming 
again raised the issue of local vs 
foreign art. The museum, limited by a 
§$25,000 annual art acquisition budget, 
appealed for assistance in raising the 
$$150,000 needed for a brightly painted 
bronze casting of five figures, titled 
Seated Living World Group. Trans-Is- 
land Management and Engineering Ser- 
vices, operators of the country’s second 
major bus line, answered with public 
fund-raising drive, agreed to donate the 
$$120,000 renegotiated price. 

The biggest event on the art calendar 
last year was an exhibition held by the 
National Museum in October and 
November to celebrate the museum's 
100th anniversary. Every artist in Singa- 
pore was asked to contribute their best 

iece, and 218 works, mostly executed 
in the past two years, were selected for 
eventual display. The Centenary Exhibi- 
tion offered a fascinating overview of 
the range of Singapore's artists. 


puo of the works were in 
traditional Chinese styles: brush and 
finge with Chinese ink, and 
calligraphy. Art as an expression of 
Chinese culture is alive and well in 
Singapore, supported primarily by 
Mandarin-educated businessmen and 
Singapore's Chinese Chamber of Com- 
merce. Over the past two years, busi- 
nessmen have sponsored high-profile 
museum exhibitions and visits by 
several of China's older leading artists, 
including Liu Haisu and Huang Zhou. 
But many artists working within this 
community seem to have little interest 
in communicating with those outside 
the tradition. Most limit their responses 
to Western art ideas to the innovations 
already made by China's artists in the 





Bacha Khan: crusade. 


cities with arguments and peaceful 
marches. The "Red Shirts" were gun- 
ned down by government troops. And it 
is the measure of his amazing appeal 
that not one political killing was ever 
committed in revenge by a Red Shirt 
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earlier part of thiscentury. 

But there is a group of 
artists who thrive on the 
border of Chinese and 
Western art. Artists like 
the pioneering Chen 
Wen Hsi, Tan Swie Hian, 
Henri Chen Kezhan, 
Tan Oe Pang and a few 
others combine a mas- 
tery of Chinese materials 
and techniques with a 
willingness to explore 
new subjects or Western 
art effects like abstract 
expressionism. Not sur- 
prisingly, these are the 
artists who have attract- 
ed the greatest atten- 
tion abroad, especially 
among Western audi- 
ences with a basic knowl- 
edge of Chinese art. 

The largest group of artists on show 
at the centenary exhibition, some 107 in 
all, work in abstract or non-objective 
styles that are typical of Western mod- 
ern art. Surprisingly, relatively few of 
these artists make strong efforts to re- 
late to non-Western traditions or incor- 
porate images and motifs from Singa- 
pore's visual environment into their 
works. It is a crucial dilemma for artists 
(and art audiences): should artists 
shoulder the terrific burden of attempt- 
ing to create a distinctively Singaporean 
art, or should they feel free to pursue 
strictly personal or formal lines of deve- 
lopment? 

[n practice, only one or two of Singa- 
pore's artists are technically proficient 
enough to attract serious attention with 
works that express only private emo- 
tions or stand as purely formal ex- 

lorations of colour, shape and line 
in Western styles. On the other hand, 
too glib a nation-building or East 


during the run-up to independence and 
in the troubled days that followed. 

The 1930s saw him behind British 
bars again for more than three years. It 
also saw him joining the Hindu-domi- 
nated All-India Congress (instead of the 
Muslim League). He subsequently 
claimed that the Muslim League, unlike 
the Congress, was at the time unpre- 
pared to clash openly with the Raj. So 
Bacha Khan became a Congress 
man. 

During the 1930s, a group of Mus- 
lims developed the idea of a separate 
homeland for Muslims on the Hindu- 
dominated Subcontinent. It became of- 
ficial Muslim League policy in the 
1940s, but Bacha Khan and some other 
Muslims argued that India should be left 
undivided. This and his Congress ties 
became a political millstone around 
Bacha Khan’s neck. 

The Muslim League was not power- 
ful in the North-West Frontier Province 
(NWFP) in the 1930s. But by the 1940s, 





meets West approach 
can lead to works which 
are facile and contrived. 
As with artists using 
Chinese media, only a 
few Western-style artists 
(like collage-maker Goh 
Beng Kwan) can resolve 
this tension in their 


The balance of works 
on show belonged to 
what some critics call 
the "Singapore River" 
school. These painters, 
working in watercolour 
and oils, realistically 
render shophouses and 
the *ethnic" neighbour- 
hoods of Chinatown, 
Little India and Arab 
Street, along with Singa- 
pore River scenes. 

There are signs that Singapore's vis- 
ual artists can expect increasing support 
from the government and private-sector 
patrons. Visual art is usually thought of 
as embodying little social critique. So it 
is a safer bet than, say, drama for those 
who wish to pursue the government's 
stated rt of making Singapore à 
cultured and vibrant society, without 
offending government  sensibilities. 
One editorial went so far as to argue 
that artistic excellence could benefit the 
economy, giving the example of Italy as 
a country that profits from the quality of 
its industrial design. 

Although there has been no official 
statement, reliable sources say that the 
government has pledged to spend up- 
wards of S$10 million to buy local art 
over the next five years. In time, the dif- 
ficult set of social and cultural cir- 
cumstances that Singapore's artists 
work within could prove to be a rich 
source of strength. 


when independence seemed assured, it 
dominated much of the Muslim parts of 
India. Pathans began to fear an undi- 
vided India would leave them at the 
mercy of Hindus and Sikhs, even 
though in their province non-Muslims 
were a tiny minority. So they began 
drifting towards the League and its po- 
licy to create Pakistan. When indepen- 
dence came in August 1947 the league 
was strong in the NWFP. 

Bacha Khan never found in Pakistan 
the freedom for which he had crusaded. 
He had served 10 years in British jails 
and was to spend 12 more in Pakistani 
ones. His older brother, who had an 
English wife, briefly became chief 
minister of West Pakistan only to be as- 
sassinated in Lahore in 1956. 

Bacha Khan lost his long-standing 
argument that the Pathan province 
ought to be officially called that, 
Pukhtunistan, just as the other three 
provinces of Pakistan were named after 
their dominant ethnic group. Innocuous 
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Managing your company finances to their best 
advantage can be a complex matter. Every day, 
you face a world of possibilities, a world of 
decisions, each impacting on your profitable 
future. That future can be yours, today. With 7 
Hexagon, from the HongkongBank group. J 
Hexagon, your 24-hour window to the world, 

frees you from the restrictions of normal banking 
hours. Now you can keep on top of the world’s 
FOREX, deposit and lending rates, stock 
information, and much more. 1 


No matter where you are, or what time of the 

day or night it is, you can monitor your account — 
balances, trade positions and FOREX exposures _ 
and, with a few simple key strokes, use this 
information to update your position. Hexagon | 
enables you to transfer funds around the world, — 
open and settle letters of credit, place funds on 
deposit and invest on the stock market. 


In short, Hexagon allows you to control all of 
your financial dealings in the complete security 
of your own office. 

Hexagon is state-of-the-art corporate electronic 
banking from the HongkongBank group, one of 
the world's major financial institutions, with 
over 1,300 offices in 55 countries. 

To find out more about Hexagon, and how itcan 
help your company, contact the Hexagon centre 
at your nearest branch of the HongkongBank 


group. 


Dp 


Hexagon. 


Puts the power of the bank 
in your hands. 


(e 
HongkongBank 


The Hongkong and Shanghai Banking Corporation 





Marine Midland Bank * Hang Seng Bank 
The British Bank of the Middle East * HongkongBank 
of Australia * Hongkong Bank of Canada 


Wardley * James Capel * CM & M 
Equator Bank 


Carlingford and Gibbs Insurance Groups 
Concord Leasing 
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CONSOLIDATED ASSETS AT 31 DECEMBER 1986 
EXCEED US$91 BILLION. 
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as it sounds, Pukhtunistan came to be 
viewed with great suspicion by the 
Pakistan Government as a separatist 
movement that would only bencfit 
neighbouring Afghanistan, and it was 
firmly E down. Bacha Khan always in- 
sisted he wanted nothing more than a 
name change. 

Old but unbowed, Bacha Khan 
went into self-imposed exile in Afghan- 
istan in 1964 and bought land on the 
edge of Jalalabad and planted an or- 
chard. In 1973 he returned home, only 
to be placed under house arrest in 1984 
for campaigning against a plan to dam 
the Indus at the NWFP village of 
Kalabagh. 


However one looks at it, Bacha 
Khan was significant: he was a great 
humanitarian admired by not only 
Pathans. 

Indian Prime Minister Rajiv Gandhi 
was at his side three hours after his 
death — the first visit to Pakistan by an 
Indian prime minister since Nehru vis- 
ited in the 1960s — and President Zia-ul 
Haq and Prime Minister Mohammad 
Khan Junejo were present the following 
day for the funeral prayers. 

On the third day of mourning, some 
1,990 cars and buses carrying 20,000 
people formed a giant funeral proces- 
sion through the Khyber Pass to the 
Jalalabad orchard, Shisham Bagh, where 





Pakistan's bandits hold 
a province to ransom 


By Ahmed Rashid in Hyderabad 


he dacoits or bandits of Pakistan's 

volatile southern province of Sindh 
remain a problem for the authorities be- 
cause they manage to keep one step 
ahead of their pursuers. Their resource- 
fulness and ingenuity is exemplified by 
the invention of a tea bag that helps 
them brew up without presenting too 
static a target. An ordinary tea bag is 
filled with powdered milk and sugar so 
that they only need to boil water. This 
comes in handy when they are escaping 
from ao and police patrols. Army 
units, on the other hand, who patrol the 
thick jungles that border the Indus river 
in search of dacoits, have to make tea 
the cumbersome way. 

Some 5,000 people have been kid- 
napped by dacoits in Sindh province in 
the past two years. They include gov- 
ernment officials, shopkeepers and 
landlords. An éstinmted. 1.000 people 
and 50 policemen have been killed in 
dacoit-related violence in the same 
period. Law and order has broken down 
to such an extent in Sindh's northern 
districts that gu development 
programmes have come to a standstill, 
industrialists with factories in Sindh 
never wish to leave Karachi, and the 
wealthy only travel in the day with 
armed bodyguards. Karachi's industrial 
magnate Suleman Dawood, who was 
kidnapped last year, is rumoured to 
have paid Rs 2.5 million (US$141,000) 
for his release. 

"There is a state of anarchy in Sindh 
which is being perpetuated by this gov- 
ernment," says Rafi Kachelo. Kachelo, 
one of Sindh's wealthiest landlords and 
an internationally renowned mango 
grower, has bodyguards outside his 
home, armed with pump-action shot- 
guns. Last October, his 13-year-old son 
was kidnapped by dacoits outside his 
Kachelo is refusing to pay 
the ransom, which is rumoured to be Rs 


42 


4 million. He says if he paid up, the 
dacoits would then kidnap other mem- 
bers of his family. He has subsequently 
received death threats. 


Banditry has been endemic in 
Sindh's feudal-dominated rural areas 
for centuries, but the problem inten- 
sified only after the suppression of the 
anti-government movement in the pro- 
vince in 1983 in which 600 Sindhis were 
killed by security forces. Since then 
dacoit gangs, sometimes numbering 300 
men, have carried out kidnappings, rob- 
bed entire villages and blocked the na- 
tional highway to the north for as long as 
eight hours. 

Many of the dacoits are unemployed 

raduates who first turn to the militant 

indhi nationalist parties for support 
and then end up as dacoits to make a liv- 
ing. Ghulam Hussain, a graduate from 
Hyderabad who has been unemployed 
for eight years, says some of his 
graduate friends are now dacoits. “We 
are only jobless because we are Sindhi,” 
he said. 

The dacoits are becoming very pro- 








Bacha Khan had asked to be buried. 

The coffin was placed on a gun car- 
riage (ironic for a proponent of non-vio- 
lence) and slow-marched to the gates. 
Standing with Bacha Khan's sons, Wali 
Khan and Ghani Khan, were the Presi- 
dent of Afghanistan Najibullah and the 
Indian Vice-President Shankar Dayal 
Sharma. A 21-gun salute during speeches 
and poetry readings was interrupted at 
the third report by two terrific bomb 
blasts. These killed at least nine people, 
left a crater 5 ft deep and severely dam- 
aged dozens of buses and cars. Najibul- 
lah blamed the Afghan mujahideen, 
who in turn blamed Afghan Govern- 
ment agents. 


fessional. Gang leaders pay Rs 1,000 a 
month to recruit, and Rs 100,000 to his 
family if he gets killed. Police officials 
told the REVIEW that dacoits are now 
armed not only with Kalashnikovs, 
available in Karachi for just Rs 15,000, 
but also rocket launchers and even mor- 
tars — all relatively cheap because of 
the booming arms black market which is 
a result of the war in Afghanistan. 

Some dacoit leaders have become 
cult figures among the Sindhi peasantry 
as they are seen to be fighting oppres- 
sion. However, many gangs rarely dis- 
criminate between whom they rob and 
kidnap. The worst hit are Punjabi 
settlers in Sindh who either own land or 
are in business, but now rich Sindhis 
have also become the dacoits’ targets. 

Opposition politicians claim that the 
dacoits could not exist if landlords be- 
longing to the ruling Pakistan Muslim 
League were not giving them protec- 
tion. “The police and bureaucrats are 
hand in glove with dacoits and the gov- 
ernment prefers anarchy because it is 
the only way it can keep Sindh under 
control," says moderate Sindhi politi- 
cian Ghulam Mustafa Jatoi, who heads 
the National People's Party. The gov- 
ernment denies the charge. 

In trying to deal with the situation, 
the government in Sindh armed hun- 
dreds of loyal Magsi tribesmen in the 
north and Hur tribesmen in the south of 
the province to fight the dacoits. But 
this ie only made thing worse as many 
of the recruits have themselves become 
dacoits and are accused of terrorising 
small towns in their areas. 

Economists say that Sindh's tradi- 
tional feudal society is disintegrating and 
many landlords, with their agricultural 
income slipping, now depend on spon- 
soring dacoit gangs to make a living. As 
landlords already control local police 
stations, the police end up helping the 
dacoits to escape. 

Although the dacoits are part of 
Sindh's social structure, the intensifica- 
tion of their activities has become the 
most pressing law and order situation 
for a government still trying to distance 
itself from the harsh measures taken in 
Sindh during martial law. Oo 
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Asia is home to more than half of mankind. Every day, 
events are happening here that not only shape the re- 
gion's future but affect the entire world. The Asia 1988 
Yearbook does more than cover these events — it com- 
piles, analyses and interprets them. No businessman 
can afford to ignore them. Nor can any professional or 
scholar or anyone who has dealings with Asia. Decide 
for yourself whether any other single medium puts the 
economic, social and political realities of Asia at your 
fingertips as does the Asia Yearbook. 


Now In Its 29th Edition 

The Asia 1988 Yearbook, now in its 29th year, is bigger 
and more comprehensive than ever before. Matching 
the rapid pace of Asian development, it goes into great- 
er detail, with greater insight — a book which everyone 
who needs to know about Asia must have on the book- 
shelf. 


Features 

The Asia 1988 Yearbook offers completely revised 
chapters — covering another historic year in Asia, and 
analysing US involvement in the region and you will also 
find familiar chapters and features as well: a portrait of 
The Entire Region, The Power Game, Population & 
Food, Development Banks, Asian Finance, Asian In- 
vestment, Commodities, Energy, Aviation, Shipping, 
Fishing, Trade & Aid, the Pacific, Asian & Pacific Or- 
ganisations, a round-up of the year's news stories, and 
much more. 


As in the past, the Asia 1988 Yearbook has an abun- 
dance of charts, tables and graphics to illustrate the 
material, including a full military profile of each regional 
country. 


The main body of the book contains chapters on 31 
countries, ranging from Afghanistan to Japan, from 
China to New Zealand. 


Country-by-Country Analysis 

Each country is discussed with up-to-date reviews of its 
Politics and Social Affairs, Foreign Relations, Economy 
and Infrastructure, complete with a map and lists of 
leading public officials. The Asia 1988 Yearbook gives 
you localised, first-hand information on everything from 
market potential and population trends to foreign aid in- 
volvement and social and cultural landmarks. Each 


We give you Asia, 
minus the mystery, 


minus the myth: 
Asia 1988 Yearbook 


The All New29th Edition 











country chapter has a Databox giving essential vital 
statistics. And there is also a statistical round-up com- 
piled against a master questionnaire provided by Year- 
book experts. 


How We Did It 

Published by the Far Eastern Economic Review, the 
Asia 1988 Yearbook is the result of thousands of man- 
hours of work during the year. Every week, the Review's 
correspondents file on-the-spot reports from every 
major Asian capital and every area of interest through- 
out the region. This leading team of writers, analysts, 
experts and research staff contribute (as they have reg- 
ularly for 29 years) to keep the Asia 1988 Yearbook on 
top of events. To give you Asia minus the mystery, 
minus the myth. To give you Asia as only the Far East- 
ern Economic Heview can. 


Soft Cover: HK$215/US$27.50/£17.75/S$58.50/M$70.50 
Hard Cover: HK$235/US$29.95/£20/S$63/M$77 

For airmail delivery, please add: 
HKS$55/US$7/£4.50/S$15.5/M$18.5 per copy. 
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Asia 1988 Yearbook (Soft Cover) 

Price: HK$215/US$27.50/£1 7.75/S$58.50/M$70.50 each 

No. of copies C] by surface O by airmail* 
Asia 1988 Yearbook (Hard Cover) 

Price: HK$235/US$29.95/£20/S$63/M$77 each 

No. of copies © by surface O by airmail* 


*For airmail delivery, please add: 
HK$55/US$7/£4.50/S$15.5/M$18.5 per copy. 
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The new Minolta EP410Z Copier with “Quadruple 
Zooming Power’; the power to enlarge to four times 
original size or reduce to one-fourth original size in a 
Single, time-saving step. Without intermediate copy- 
to-copy procedures that can sacrifice copy quality. 

Use QZP to enlarge A5-size graphs, charts, 
illustrations or even a gorilla to A3. Use it to reduce 
A4-size phone lists, schedules, memos, notes and 
other important documents to A6. Either Way. you 
benefit from the superior copy quality that only’ 
Minolta single-step zooming can deliver. 

Other innovative EP410Z functions conveniently 
automate several previously tedious tasks. Make two 
copies at the same time, for example, with Page-By- 
Page Copying. Or produce perfect margins automati- 
cally as you copy with Image Shift. Use Frame Erase 
to eliminate unsightly shadows when copying books 
or odd-sized originals. And let AMS and APS select 
zoom ratios and paper sizes for you. 

And if and when your needs demand it. assemble 
an even more powerful system from a wide range of 
options. One option, the Editor, lets you designate 
specific sections of a document for 
copying or erasure. 

Don't let poor quality, 

, second-generation 
zooming make a 
monkey out of you. 


Get the power: 
Minolta EP410Z [^ 
Quadruple 


Zooming Power. Ask 
your Minolta dealer. 













QUADRUPLE ZOOMING POWER 
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MINOLTA CAMERA CO, LTD Reprographic Product Operations 30, 2-Chome, Azuchi-Mochi, Higoshi-Ku, Osoka 541 Japan 














See Minolta copiers at: 
Bangladesh Brothers international Lid National Scouts Bhabon, Inner Circular Road. Kakrail Dhaka. Philippines — Toprosinc Topros Bido., Banawe Cor Atok Sts Quezon City, Metro Manila 
GPO Box 767 Phone: 400042, 404929 Phone: 7324-21, 71-41-13, 71-4115, 711-483, 711-41-85, 711-44-87, 711-41-89 
Hong Kong Minolta Hong Kong Lid Room 208. 2/F Eastern Centre 1065 King's Rood, Quarry Bay Singapore ^ Minolta Singapore (PTE) Lid. 10, Teban Gardens Crescent, Singapore 2260 
Phone: 5-658181 Phone: 563-5533 í 
indio Methodex Systems Pvt Lid. 607-8 Meghdoot 94 Nehru Place New Delhi 110019 Taiwan Santo Office Machines Corp. 10th FI, No 120. Sec 2. Chien-Kuo North Road 
Phone: 6432475, 6432476 Taipei 10433 Phone: (02) 505-0013 
Malaysia Minolta Morketing (M) Sdn. Bhd. No L Jalan 13/6. 46200 Petaling Jaya, Selangor Australia Océ-Australio Lid. PO Box 196, 89 Tulip St. Cheltenham, Melb 3192 Phone 5841011 


Phone: 7572611 (12 lines) 
Pakistan Allied Equipment Ltd First Foor, Nelson Chambers, 1! Chundrigar Road 
G.PO Box 680, Karochi) Phone: 219338. 210146 


New Zealand Viko Holdings Lid 33 Broadway, Newmarket, PO. Box 220, Auckland ! Phone: 505-449 
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independent information you need . . . 


We'd like to introduce a new weekly newsletter titled "ASIAN MARKETS MONITOR", 
intended for serious investors whether an individual or institution. AMM will provide 
you with timely, reliable news and information you need to invest confidently with 
the greater chance of success. 


Concise Coverage of Asia's Markets 

Every week AMM will provide concise, comprehensive coverage and analysis of 
Asia's fast paced markets. Just the kind of timely information you must have regu- 
larly to assess your current portfolio and make informed, accurate decisions on new 
investments. i 

AMM Helps Eliminate The Uncertainty | 
While the AMM can't guarantee you success and profit, it can and will help you im- 
measurably to eliminate much of the risk and uncertainty you would otherwise be 
exposed to. In short, you will be better prepared to make more targeted and in- 
formed investment decisions both now and in the future. 
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The AMM is prepared and brought to you by the publishers of the Far Eastern Economic Review, for over forty years the rec- 
ognised authority on Asia's political, economic and financial affairs. All the insight and experience of our Company stands be- 


A Compulsory Investment 

At an annual subscription price of only US$599 the AMM is no doubt the least costly investment you wili make this year. It will 
also certainly prove to be the most vital and useful. Don’t make any decisions on your investments in Asia before you read 
what this report has to say. 


Unqualified Money Back Guarantee 

If for any reason after you've received AMM you wish to cancel your order you may do so at any time and receive a full refund 

of the unused portion of your payment. 

Order Now 

Order now while you're thinking about it and begin receiving the kind of vital information you want and need about the HONG 

KONG, SINGAPORE, MALAYSIAN, PHILIPPINE, TAIWANESE, THAI, AND KOREAN stockmarkets. | 

To: Publications Div., Dept. AMM, Review Publishing Company, Ltd., 
GPO Box 160, Hong Kong. 


[3 Yes! Please enter my order to Asian Markets Monitor immediately so that 1 can begin to benefit from 
the investment intelligence | will receive each week. | prefer te 








Each issue of AMM | 
will deliver . . . 


@ Highlights of market trends 
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Individual copies available at Publications Division, 4/F, Centre Point, 181-185 Gloucester Road, Wanchai, HongKong. | 
ota o Review Publishing Co. Ltd. is wholly owned subsidiary of Dow Jones & Co. inc. NI 
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a mess at the centre 


le partially destroyed Golden Temple; Indira Gandhi. 
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What’s Happening to India? by Robin Jeffrey. Macmillan, London. £8.95 


(US$15.70). 


wo events in 1984 altered the course 
of independent India’s history more 
fundamentally than most people 
realise. In June, the Indian army at- 
tacked and partially destroyed the 
holiest shrine of the Sikhs — the Golden 
Temple in Amritsar — alienating 
India's most prosperous and prominent 
community. In November, following 
the assassination of Indira Gandhi, be- 
tween 1,200 and 2,500 Sikhs were burn- 
ed alive on the streets of Delhi in savage 
retaliation believed to have been or- 
ganised by the ruling Congress party. 
Against this, Robin Jeffrey, a lec- 
turer in politics at La Trobe University, 
Melbourne attempts to answer the 
question: what's happening to India? 
Other authors have shown the in- 
evitability of what happened in Punjab. 
Rajiv Kapoor's Sikh Separatism showed 
it was based on the needs of British 


ISLAM 


India to divide and rule, and the rise of 
the Akali movement seeking an identity 
for the Sikhs. Mark Tully and Satish 
Jacob's Amritsar showed the inevitabil- 
ity of Mrs Gandhi's last battle. 

Jeffrey takes a much broader per- 
spective and sees the issues behind the 
turbans. Punjab is only the current 
battlefield for issues that face the whole 
country. The problemis not the Sikhs — 
it is autonomy for Kashmir, Assam, 
Bengal, Punjab, Nagaland and other 
West states. The problem is ethnicity 
and religion. The problem is language 
— Urdu, Nepali, Tamil and Hindi 
chauvinism. The problems are moderni- 
sation and its resultant social conflict; 
communication and how to cope with 


the speed at which events overtake trad- 


itional societies. 
Jeffrey uses a number of social dis- 
ciplines in his analysis. He uses an- 


Outlaws as folk heroes . 


Banditry in Islam: Case studies from Morocco, Algeria and the Pakistan 
Northwest Frontier by David M. Hart. Middle East and North African Studies 


Press, London. No price given. 


A courageous person living beyond 
civilisation, robbing the rich and 
helping the poor is a perennially, and 
understandably, attractive figure. From 
Robin Hood to Butch Cassidy, the out- 
law is enshrined in popular films, and 
stories as a folk hero. Their exploits and 
eternal popularity provided ready- 
made material for Eric Hobsbawm, 
the Marxist historian, with a theory — 
these outlaws were not simple criminals 


. but were articulating popular protest. 
It was an attractive theory supported 


| 






by the attractive characters it cited. 

But it does not apply easily to Mus- 
lim society. Islam emphasises law, 
order, authority and correct behaviour. 
Who, then, fills the role of Robin 
Hood? From earliest Islamic times the 
answers rest in the Mahdi, Imam, Sufis 
and visionaries. They struggled to cor- 
rect injustice, assist the dispossessed 
and restore — or create — an Islamic 
order. The very vagueness of their char- 
ter promised its wide appeal. Although 
he does not deploy his cata in this wider 


| party to emphasise a new T 


identities and make such identities more 
salient for politics than before." In 


paigning for statehood combined 
former enemies in the 1980 
overwhelmingly for a Telu 


vs an unjust central governmei 
Jeffrey uses history to expl 
Punjab and the Sikhs. He: 
and maps with flair. But be 
uses his own subject, political scier 
topleadacaseforfederalism. —— 


This is the main theme of the book. 


Jeffrey's premise is that *meddlesome - 


attempts at central control, which 


characterised Mrs Gandhi’s time in 


power, are not the surest way to govern 
a country of 730 million people.” It is 
borne out not only by what is happening 
in other countries, but also by India’s 
own experience. “In a sense Mrs Gan- 
dhi's need to centralise — to hold all the 
reins in her hands — led to her death. 
There is a good case to be made that if 


[chief minister] Prakash Singh Badal's- 


government in Punjab had been left 
alone in 1980 to survive or fall on the 
basis of its own merits, the spread of 
ethnic violence would not have occur- 
red... political decisions rather than in- 
evitable social processes determine the 
forms ethnic groups assume and whe- 
ther violence breaks out between 
them," Jeffrey writes. 

There seems to be, according to 
Jeffrev, some reasons for hope in the 
future. But in the present atmosphere 
of religious witch hunts, linguistic chau- 
vinism and jingoistic fervour, the only 
hope seems to be that parliament will 
make this book compulsory reading for 
all Indian politicians; at least those that 
can read. — Preminder Singh 


frame, David M. Hart is making the 
same argument, 
Banditry in Islam rests on case 


studies from three Muslim societies in ~ 


Morocco, Algeria and Pakistan. This is 


how it should be, for the author is an an- 


thropologist. It is a thin volume, but like 
most of Hart's work it is based on 


thorough field and archival research. | 
The four outlaws who stand out are 
Raysuni and Ali in North Africa and 


Jaggar and Mais in northern Pakistan. 


That the outlaw is not cast in a heroic | 
mould in Muslim society is evident from | 
the sad deaths of Raysuni and Ali. | 


— 


thropology to explain ethnicity and how | 
modernisation seems to “sharpen ethnic 
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Raysuni died in jail “swollen with 


dropsy and sunk in ignominy." Ali, his | 
right hand and left foot cut off, became 


raving mad with pain. But the life 
Raysuni became the stuff of legend 


Sean Connery, who has also played. 
Robin Hood, made a very romantic. 





... Swiss Bank Corporation reveals a closely guarded professional secret: 


Even if it works, ask why. 


Many of our customers have something 
in common besides their choice of 
international bank. They've learned how 
to learn from their successes, the way 
everybody else learns from mistakes. 
The reasons why something goes right 
are just as important as the reasons 
why something goes wrong, and may be 
even more rewarding (and elusive). 
When nothing succeeds like success, 
it's because nothing works like work. 
Incidentally, when our customers keep 
coming back to us, we do know why. 
And so do they. We're one of their 
professional secrets. 


Swiss Bank 
Corporation 


ochweizerischer Bankverein 
société de Banaue Suisse 












The key Swiss bank 


General Management in CH-4002 Basie, Aeschenplatz 6, and in CH-8022 Zurich, Paradeplatz 6. Over 200 offices throughout Switzerland. Worldwide 
. network (branches, subsidiaries and representatives): Europe: Am sterdam, Edinburgh, Frankfurt, London, Luxembourg, Madrid, Manchester, Monte Carlo, 
Munich, Paris. North America: Atlanta, Calgary, Chicago, Dallas, Houston, Los Angeles, Miami, Montreal, New York, San Francisco, Toronto, Vancouver. 
Latin America: Bogotá, Buenos Aires, Caracas, Lima, Mexico, Panama, Rio de Janeiro, Sao Paulo. Caribbean: Grand Cayman, Nassau. Middle East: 
Bahrain, Cairo, Tehran. Africa: Johannesburg. Asia: Hong Kong, Osaka, Singapore, Tokyo. Australia: Melbourne, Sydney. 
D . Lintas Zunch SBY 1888... 


| dealin 


AL only means of doing so, since it is the 
- 1. sole vehicle known to man capable of 





: z | knew itin the middle of the 12th century 
| but its successor, the rocket vehicle of - 
















| position as commissioner of Sibi pro- 
vince in central Pakistan, I was able to 
rescue a Baluch chieftain kidnapped by 
Sindhi dacoits. I crossed into Sindh in 
hot pursuit of the dacoits. Also follow- 
ing were hundreds of the Baluchi's tri- 
bal kin. 

After relentless pursuit, the gang 
handed over the Baluchi. “Pray,” they 
begged him, “leave us alone — all this 
fuss is very bad for business." It was a 
costly surrender. They would have 


| . Inthe case of Mais in Pakistan, it was 
| weariness with his way of life that 
| helped persuade him to surrender. But 
| with outlaws today involves 
| other factors. With the deterioration of 

. law and order, outlaws multiply and be- 

. come bolder. Articles lament the havoc 
wrought by dacoits. Ethnic, political 
and economic reasons are cited. There 
| is not much talk of Robin Hood; it is 
“| loot forloot's sake. 

| — In the summer of 1986, through my | 
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ience and Civilisation in China — Military Technology: The Gunpowder 
pic by Joseph Needham. Cambridge University Press. No price given. 


¿< F dynasty were looking for elixirs of 
life. And in their prolonged, systematic 
exploration of the chemical and 
pharmaceutical properties of a great 
variety of substances, hoping to find the 
secret of longevity or even life immor- 
‘tal, they discovered gunpowder. The | 
first mention of it is found in a ninth- 
century Taoist book which warns al- | 
chemists against using the fateful ingre- 
dients (potassium nitrate, sulphur and 
charcoal) because some practitioners 
had had their beards singed and had 
caused fires. | 
China's discovery of gunpowder, its 
uses in war and peace, and its influence 
on the Western world, are discussed in 
detail in this latest volume in the 
monumental series by Prof. Joseph 
Needham, Science and Civilisation in 
China. The series will be complete in 25 
volumes and though there are nearly 10 
to go, Needham, now in his 80s, views 
the completion of the project with calm 
determination. 
In the present book he is concerned 
to show how much the Western world 
owes to the activities of Chinese scien- Needham produces impressive evi- 


| combustion engine even though it de- 
| tists in the early Middle Ages. Some cri- | dence of early Chinese ingenuity — not 
| 


| rived indirectly from experiments with 
gunpowder and despite the fact that 
they used petroleum, calling it “Great 
fire.” 


tics may feel he pushes his arguments | only winged and two-staged rockets but 
| bombs and grenades, fireworks, bizarre 
delivery systems, battle-carts and 
mobile crenellations. It has sometimes 
been said that the Chinese used gun- 
powder only for making firecrackers 
| and never for military purposes as if, 
though civilised, they were somewhat 


, rather far. 

"The finding of the gunpowder mix- 
ture in the middle of the ninth century 
was no doubt the greatest of all Chinese 
military inventions," he writes. "The 
gunpowder rocket might indeed turn 
Qut to be the greatest single invention 
ever achieved by man, forif ever the sun 
cools or overheats and we have to go 
| somewhere else, the rocket will be our 


simple-minded idealists. 


AS Needham points out, any sugges- 
tion that the Chinese generals were 
reluctant to blow their enemies to pieces is 
quite unfounded. A great proving time 
for gunpowder was in the wars between 
the Sung Empire, the Chin Tartars and 
the Mongols, from the 11th to the 13th 
centuries. 

But gunpowder had an importance 


- Not, however, the gunpowder roc- 
ket as the Chinese military engineers 


1 today and tomorrow, powered by liquid | 
fuels. The Chinese did not play a great | 


| 

"ME navigating in outer space." 
| 

part in developing the modern internal | 
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asked for and got about Rs 1 million 


Bomb-containing robot rider. | 


' general culture of a country. In China 


transcending military uses. It changed 
the whole concept of the civil engineer's 


| suggests a certain streak of i ai 





| work, with new potential i1 
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| produced theories to explain what they 





























(US$56,500) for their captive. This 
unique case as the dacoits have rarely fail 
ed to earn huge profits in their business. 

Besides the romantic al 


bandit figure, there are other social and - 
political reasons why outlaws flourish in 
ne. Ine — 


a certain society at a certain time. 
explanation for the outlaw, th 
is complex. Perhaps Hat 
Hobsbawm too strongly. The 


which Raysuni became Sem 





society. — Akbar S. AF 


ing, mining and quarryt 
The Chinese certa 
sophisticated weaponry lo 
Western world. The 
through all the stages 
weaponry from starting 
as a propellant in the m: 
gun or bombard, with 
closely fitting the bore, be 
peans knew of the mp 
bly, knowledge reac 
three stages. By 1260 ¢ 
kers had been brought to 
Roman Catholic friars, and 
military engineers in 
vice must have let t 
know about bombs and ti b 
1280. Then within the following 2 
came the cannon, quite possibly directly 
overland through Russia. — 
Needham's work has revolutionised 
the Wests thinking about Chinese 
scientific achievements, but the question 
still remains, why Chinese science 
achieved so much in earlier centuries 
and then fell behind the West, even 
though modern Chinese scientists are 
among the world's most capable and 
gifted. Perhaps the answer lies in the 


after the 13th century the scientists still 


had discovered empirically but these 
were often based on vague and uncer- 
tain concepts. 

In Europe there was already evolv- 
ing a race of scientists who tried to ar- 


lure of the | 
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rive at unified theories of the physical — m 


world and its changes, and these were |. 
based on observation and deductions |. 
meticulously measured and defined. So, |. 
these theories could be discussed and . 
tested, found to be false or proved to be. . 
workable and become the starting point ` 
for new developments. The scientific 
revolution in Europe in the 17th century — 


was not equalled elsewhere. | 
Part of China's difficulty may have 


been linguistic. Where language fails to . x 


keep pace with technical change, 


knowledge of new discoveries and ideas- 
cannot be easily propagated and ex- 
changed, especially in times of bureau- - 
cratic feudal restrictions. So it was that 
the gunpowder weapons the early. 
Chinese invented came back centuries. 
later from the West — in dauntingly im- 
proved versions. — Anthony Lawrence 
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South Korea strives to expand business links with Peking and East bloc states 





Seoul's Chinese puzzle 


By Mark Clifford in Seoul 


taunchly anti-communist South Ko- 
| reans are seeing red. Increasingly 
. they are being seduced by the dream of 
overcoming their economic and dip- 
lomatic isolation through expanded 
trade with China and the East bloc 
states. Although South Korea has offi- 
cially expressed its willingness to trade 
with socialist states since 1973, those 
links, which have grown considerably 
over the past two years, are only now 
being discussed openly. 

New President Roh Tae Woo made 
increased trade with China a major 
campaign theme and ports on the coun- 
try's west coast are already being up- 
graded in preparation for such business. 
Both ex-president Chun Doo Hwan and 
his prime minister Kim Chung Yul said 
in January that the Seoul Olympics 
would spur trade with China and the 
East bloc. Chun even predicted that 
South Koreans would travel freely in 
socialist states after the Olympics. 

Meanwhile, Seoul bookstores say 
that Chinese-language book sales are 
rocketing and enrolment at Chinese- 


language courses is booming. News | 


about China business links also helped 
lift the stockmarket a phenomenal 19% 
in January. 

For now, though, there is more talk 
than action. South Korean Government 
officials are staging a delicate balancing 
act. Some are trying to fan domestic en- 
thusiasm for economic links with the 
socialist countries in order to boost the 
Democratic Justice Party's national as- 











sof said that the trust- 


sembly election chances; others are try- 
ing to damp down publicity for fear of 
prompting North Korean pressure on its 
Soviet and Chinese allies. 

Trade between China and South 
Korea was estimated at US$2-3 billion 
last year. Trade between South Korea 
and the Soviet Union and Eastern 
Europe was US$250-300 million in 
1986. About half of that trade goes 
through Hongkong, which provides the 
only official figures on South Korean— 
Chinese trade. 

According to Hongkong statistics, 
HK$4.6 billion (US$589.7 million) of 
Chinese goods were re-exported to 


south Korea through the territory dur- | 


ing the first 11 months of 1987. During 
the same period, South 
Korea . re-exported 
HK33.7 billion of goods 
to China through Hong- 
kong. That compared 
with Chinese exports 
through Hongkong of 
HK$2.9 bilion and 
South Korean exports of 
HK$2.2 billion for the | 
whole of 1986. Accord- 
ing to Hongkong offi- 
cials, two-way trade be- 
tween China and South 
Korea totalled US$1.2 
billion in 1987, up from 
US$837 million in 1986. 
By contrast, two-way 
trade between China and 
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million in the first half of last year, a 
slight increase on the previous year. 

“If the US$2 billion figure is correct, 
then trade with China is larger than 
South Korea’s trade with most Western 
European countries,” said a Western 
diplomat. 

Another said: “China is salivating to 
getin here. We get so many signs of this. 
The Chinese are fascinated with the 
South Korean economic model.” South 
Korea, according to observers, can pro- 
vide the Chinese with an appropriate 
level of technology. And the cultural af- 
finity between the two countries, in 
spite of some historical strains, should 
work to South Korea’s advantage. Ja- 
panese companies have had to over- 


come the legacy of 
Japan's invasion. of 
China. 


Observers say that 
Posco, the country's 
huge state-owned steel- 
yard, buys substantial 
quantities of coal from 
China. Smaller domes- 
tic energy companies 
also buy coal, which is a 
major source of heating 
fuel. South Korea is now 
believed to be China’s 
second-largest coal cus- 
tomer, after Japan. 

Economics are one 
matter, politics are 
another. South Koreans 
hoping that economic 
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ties will quickly lead to a 
rapprochement with China 
point to remarks made by 
Hu Qili, one of the five 
members of the Politburo 
Standing Committee, to re- 
porters from Japan's Nihon 
Keizai Shimbun, in Nov- 
ember. The reporters 
asked Hu if China would 
trade with South Korea 
without North Korean ap- 
proval. “If North Korea 
agrees, direct trade can be 
pursued. This precondition 
has not been met, so it is dif- 
ficult to answer, " he said. 

What do the Chinese 
have to gain from establish- 
ing more open links with the South Ko- 
reans? Not much. Certainly, China 
would like South Korean technology, 
capital and management expertise. But 
most of this can be accomplished quiet- 
ly. “I don't think those who make the 
decisions in the Chinese Government 
are willing to take the risk of go- 
ing too far too fast," said a Western dip- 
lomat. 





Owever, it is often difficult to disen- 
tangle the facts of the budding South 
Korean-Chinese relationship from 
wishful thinking. For example, Presi- | 


‘So South Korea welcomes new trading partners. 
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dent Roh’s aides leaked a report to the | 


press that Roh hoped to make a trip to 
Peking. That seems highly unlikely, 


though it did score Roh some points in | 


domestic political battles. 

While politicians prattle on, com- 
panies that are actually doing business | 
in China are not anxious to talk about it. 
One South Korean coal company that 


has imported coal from China for vears | 
said it was warned by intelligence agen- | 


cies to keep its activities confidential. 
That may be changing. The govern- 

ment news agency Yonhap reported in 

January that South Korean vessels car- 
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rying trade goods had recently sailed di- 
rectly to China with South Korean bills 
of lading. In the past, according to the 
report, the Chinese would not accept 
South Korean documents. 

Local press reports say that several 
steel and food manufacturers are 
negotiating to set up joint ventures in 
China. The reports, which could not be 
confirmed, say that Korea Steel Pipe 
and Sammi Steel hope to invest in China 
through joint ventures. Another report 
said that Cheil Sugar, one of the Sam- 
sung Group companies, will complete a 
| plant to manufacture food additive 
monosodium glutamate by June 1989. 
The plant is located in Zhanjiang. 
Guangdong province, and US$20 mil- 
lion has so far been invested. Two other 


| South Korean food companies, Nhong 


|, Shim and Samyang Foods, are also said 
to be negotiating to build plants in 
China, most likely through Hongkong- 
based joint ventures. 

Trade with East bloc countries is also 
growing. Hungary and Poland have 


| both announced that they will open 


trading offices in South Korea in March. 
Seoul belatedly revealed that the semi- 
official Korea Overseas Trade Promo- 
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tion Corp. (KOTRA) had 
established a representative 
office in Hungary in De- 
cember. East Germany and 
Yugoslavia will follow their 
neighbours’ lead and open 
trade offices in Seoul in the 
near future. The Hunga- 
rians are particularly in- 
terested in direct South Ko- 
rean investment, especially 
in the car industry, alu- 
minium, fine chemicals and 
rail transport industries, ac- 
cording to diplomatic obser- 
vers. 

Almost every major eco- 
nomic and business organi- 
sation, including the Feder- 
ation of Korean Industries, the Ko- 
rean Chamber of Commerce and In- 
dustry (KCCI), KOTRA and the Ko- 
rean Foreign Trade Association, an- 
nounced that they would form study 
groups or advisory groups to promote 
South Korean-socialist state trade. 

The groups have been busy coming 
up with ideas. KCCI recommends that 
South Korean firms put more emphasis 
on direct investment and technology 
transfer without waiting for the estab- 
lishment of formal trade relations. 
South Korea's best opportunities, ac- 
cording to KCCI, are in electronics, 
machinery, chemicals, metals, clothes, 
footwear, stuffed toys and leather. For 
its part, KOTRA says that South Ko- 
rean firms should expand their Chinese 
trade by developing Singapore as an en- 
trepót. 

There are likely to be some problems 
in developing trade, especially with the 
East bloc countries, which have little 
hard currency and little to offer South 
Korea in barter. A Hungarian visiting 
Seoul recently observed that though the 
Japanese have had trading companies in 
Budapest for some time, they do not ap- 
pear to have had major successes. 
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FINANCE 


By Hamish McDonaid in Sydney 
a coming close to the rocks two 
or three times before in share- and 
property-market downturns, Austra- 
lian tycoon Alan Bond is weathering the 
current stockmarket depression with 
case. However, he and his officers still 
find their crew of small shareholders a 
grumbling lot, and most of Australia’s 
richer investors still unwilling to take 
passage. 
Listed flagship Bond Corp. Holdings 
(BCH) has reported a preliminary net 
profit of A$109.2 million (US$78 mil- 
lion) for the half ended December, a 
| 112% increase on the year-earlier result 
| a and roughly equal to the pro- 
fit for the whole 1986-87 year. 
Extraordinary losses, mostly on 
foreign exchange, take A$17.2 
million off that. An A$15.3 mil- 
lion tax credit may not be sus- 
tained, but large profits on 
property turnarounds have al- 
ready got the second half shap- | 
ing up well. | 
BCH has also reported sepa- 
rately — answering a general | 
call by Australian sharemarket | 
regulators — unrealised losses | 
of A$389 million as at 31 De- 








































cember on the book value of its 
investments in listed securities. 
In such 


rants. This time no alarms are 
flashing, and Bond has no great 
problems continuing an in- 
vestment spree that since the 
start of 1987 has seen BCH 
spend some A$3.8 billion and his 
private holding company Dallhold In- 
vestments another A$1.8 billion or 
SO 


On the BCH side, this has included 
the equivalent of A$271 million for 
Hongkong's TVB; A$1.055 billion for 
Kerry Packer's Channel Nine TV net- 
work in Sydney and Melbourne; A$1.7 
billion for G. Heileman Brewing in the 
|. US; A$127 million for Merlin Petro- 
| leum (a partner in Papua New Guinea’s 
[PNG] Iagifu oil find); A$160 million 
for the Sydney Hilton Hotel; A$175 mil- 
.| lion for 30% of Chile's national tele- 
|. phone system, and A$115 million for a 
share in British Satellite Broadcasting. 
Dallhold's spending has been on gold 
and BCH group securities. 
: BCH's latest balance-sheet (at 30 
| June 1987), shows improving gearing, 
| with equity and convertible bonds of 
| A$1.425 billion carrying non-current 
liabilities of A$2.025 billion. Current 
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Bond's liquid assets 


1 Brewing group cash flow maintains buoyancy of flagship 


liabilities of A$666 million are more 
than matched by current assets of 
A$1.363 billion. 

Some juggling was involved — such 
as the inclusion of A$457 million in con- 


vertible bonds, which were not actually | 


paid in until a few days after balance 
date. This was used to reduce current 


liabilities by A$300 million and lift cur- | 


rent assets A$157 million. Without this, 
current assets and liabilities would have 
been more closely matched. As the 
funds were received as expected (and 
augmented soon after by a further 
A$250 million from a second converti- 


INSIDE BCH 


Operating revenues 
Attributable profits 











* For the year ended 30 June 1987. 
Note: Figures in parentheses are attributable assets. 


Source: Company reports. 


ble issue), this attracted little quibbling. 

The strength lies in Bond's partial 
shift from his early modus operandi as 
asset and share trader. Starting with 
Perth's Swan Brewery in 1983 (around 
the time his yacht's America's Cup win 
greatly boosted his public standing), 
Bond has built up his beer interests as a 
mighty cash cow. He added Brisbane 
and Sydney-based Castlemaine Too- 
heys in 1985, and will shortly consoli- 
date Heileman. Drinkers will give up a 
lot before they forego their beer, and 
like Elders IXL with its Fosters Lager, 
BCH has a fairly recession-proof earn- 
ings flow, though with little internal 
growth potential. 

On the cash-flow of the wholly 
owned Bond Brewing group, as BCH 
director for finance Tony Oates ex- 
plains, the company has anchored large, 
mostly securitised, borrowings that are 
long-term (15-20 years) and non-re- 
course to the parent company, even if 


| (Group performance by business activity)* | 
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cost.” (Average cost of funds including 


| BCH has to "give away a point or two on 


exchange-risk cover is about 11.5%, 1- 
1.5 points higher than a shorter-term 
| portfolio might cost.) 
Of non-current debt of A$1.917 bil- 
lion on the latest balance date (30 June 
1987), about A$1.8 billion is held by the 
brewing group. Brewing cash flow still 
covered interest nearly two times, 
Oates said. Since then, US$900 million 
has been borrowed from a US bank syn- 
dicate for the Heileman takeover. BCH 
has been carrying the interest on this 
until Heileman is merged on 8 March. 
Oates said Heileman's cash flow would 
not leave “much to spare" in the first 
year or two of ownership, at least until 
| BCH had time to sell off non-essential 
| assets. Heileman has baking and other 
food arms that could be divested. 
BCH has had a harder time with its 
other chosen “core-operating business": 
media and communications. Its price 
for Packers TV network was 
regarded as high at the time. 
The float of this and Bond's pre- 
viously owned stations in Bris- 
bane and Perth as Bond Media 
in May was a flop, forcing the 
underwriters (Melbourne brok- 
ers A. C. Goode and Co. and 
Hongkong Bank group brokers 
Rivkin James Capel) to pick up 
A$110 million in shortfalls. 
First-half earnings (to De- 
cember) of A$22.4 million were 
running well below underwrit- 
ers’ forecasts of A$52-73 mil- 
lion for the first full year. 
Of the A$389 million in un- 
realised sharemarket losses just 
reported, A$318 million came 
in associated companies, and 
most of this from Bond Media 
— whose shares trade around 
one-third the A$1.55 issue 
price. 
. Bond Media is thus a long 
way from becoming another 
packhorse for group debt. It has been 
left a fairly light debt load to carry, 
about A$430 million on shareholders 
funds of A$820 million. New media and 
communications acquisitions outside 
Australia, the Chile telephone system 
and European satellite broadcasting, 
have been carred by Hongkong-listed 
Bond Corp. International Ltd (BCIL), 
whose shareholders appear destined to 
follow Bond in his older style of opera- 


tions. 

|? Hongkong, Bond has shown so far 
impeccably deft timing in the property 

market, buying Hongkong Land's resi- 

dential property at a low point and 

bringing in Japan's Harunori Takahashi 

to help carry the ambitious Bond Centre 


| 
| 
| 
| 
| 


| Office tower to occupancy. The Chilean 


investment, which BCIL managing di- 
rector Peter Lucas said will be returned 
in seven years, is a gamble on Chile's 
country risk. | 








| ing his talent for a neat turn. Six 
| months after buying the Sydney 
| Hilton, he has sold it to a Japan- 


| Energy. 





| cost of A$30 million to gain A$100 
| million in tax losses. Similar mop- 
| ping up operations are in progress 


At home, Bond keeps show- 


ese group for at least A$100 mil- 
lion profit. A BCH bid of A$306 
million won the tender for the 
prize redevelopment site in cen- 
tral Sydney owned by the federal 
government. Having sold his loss- 
making Waltons Bond retail oper- 
ations, BCH is taking minorities 
out of the corporate shell at a 


at“ gold-miner Endeavour Re- 
sources and oil-producer Petro 


^'New purchases include Aus- 


- tralian coal mines; a 300-ha site 10 

km from the centre of Rome, and 7% of 
British unit-trust manager M. and G. 
Group. Bond Petroleum is operating in 


Australia, PNG and China. His son 
John is supervising Bond Motor Sales, 
distributor of Hyundai cars in Austra- 
lia. 

Owning a TV channel is proving a 
test of Bond's political skills as much as 
his business savvy. His network can 
reach 5896 of Australian TV sets and 
was left by Packer with a pre-eminent 
following. But Bond has to keep spend- 
ing heavily on new equipment, talent 
and programme production to maintain 
the lead — against a general industry 
background of stagnant advertising 
revenues. 

On the political side, Bond himself 
has emerged as much a liability as an 
asset. Most of the Bond Media assets 
are intangibles, chiefly the value of 
broadcasting licences which are subject 
to review every three years by the Aus- 
tralian Broadcasting Tribunal (ABT). 
Since taking over Channel Nine, Bond 
has been constantly putting his foot in it, 
in similar fashion to his costly gaffe at 
the launching of BCIL in Hongkong. 

Bond personally negotiated a settle- 
ment with former Queensland premier 
Sir Joh Bjelke-Petersen in a defamation 
case arising from a Brisbane TV 
item, overruling legal advice 
that he could win the case and 
paying a sum (A$400,000) 
which was several times the re- 
cord damages awarded in the 
state. Bond told the ABT "no 
favours" had been asked or 
given, but recently said the pre- 
mier had made it clear "that if 
we were going to continue to 
do business successfully in 
Queensland then he expected 
the matter to be resolved." 
Bjelke-Petersen has denied 
this. 


tary-backed leader Augusto 


AR EASTERN ECONOMIC REVIEW e 3 MARCH 1988 








Retained 
earnings 


hen a AN 


RETAINING EARNINGS 
{BCH profit and loss account) 


NE | 


Dividends per 


| ordinary share 






———————— PÓÁ PR 


Pinochet and praising his economic 
policies, Bond suggested his TV net- 
work might send a team to report on the 
good things happening in Chile. 

Bond will never be forgiven in some 
quarters for not crashing, and no doubt 
delights in rubbing it in with news of his 
boats, big houses and high living. 
Blimps built by his Airship Industries 
circle the Sydney skies promoting his 
beers. Aggressively styled buildings 
with his own name on them rise in Aus- 
tralian cities. 


M?» smaller shareholders were 
enraged by Bond decision to pay 
A$29 million to BCH directors and 
senior executives last year to secure 
their continuing services — even though 
none were made to sign binding con- 
tracts to remain. 

This disfavour in the market, which 
rankles with Bond’s executives, raises 
intriguing questions about the future of 
BCH. The past year has been notewor- 
thy for Bond's activation of his private 
Dallhold Investments to build a large 
gold empire — the main reason, accord- 
ing to BCH finance director Oates, that 
BCH resources were fully occupied with 
the Packer TV and Heileman take- 


Overs. 


IMPROVED GEARING 


TV and radio licences 
investments 


Current assets 


Capital reserves 


Another much-criticised in- cell laa Ld 


cident came with Bond’s visit to 
Chile in August, when after 
being photographed with mili- 
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Through North Kalgurli Mines, Dall- 
hold secured Gold Mines of Kalgoorlie 
for A$574 million and then nearby Kal- 
goorlie Lake View for A$375 million — 
the aim being to amalgamate produc- 
tion into one "super-pit" on Kalgoor- 
lie's famous “Golden Mile." In the US, 
with short-term funding from the long- 
term Bond-backer Hongkong and Shang- 
hai Banking Corp., Dallhold has paid 
US$551 million for St Joe Gold Corp.. a 
producer in North America and Chile. 
On 10 March, Bond is due to file docu- 
ments with the US Securities and Ex- 
change Commission on the listing of his 
gold operations as Bond International 
Gold in New York and Toronto. 

In addition, Dallhold has been mak- 
ing heavy outlays to support BCH. ft 
took up A$250 million in convertible 
notes early in the current BCH year, 
and has undoubtedly lost substantially 
on the A$280 million it outlaid to bols- 
ter the Bond Media float. As much of 
the gold investments have been funded 
with gold loans, Dallhold is vulnerable 
to any decline in the gold price. 

Oates does not rule out a future 
move by BCH to bring the gold mines 
into the fold. Does Alan Bond need 
BCH any more? The outstanding 
48.699 of BCH capital currently is 
priced by the market at A$339 
million, though obviously Dall- 
hold would have to pay a 
fair bit more to privatise the 
group and winkle out green- 
mailers. 

Bondis still only 50 this year. 
and shows little sign of wanting 
to take his hands off the reins. 


it — as the ads for his brewing 
arm's Swan Lager put it — but 
has this former sign-writer and 
English migrant son finally pull- 
ed through? The answer must 
be a fairly firm "yes," as long 


foreign property, and Austra- 
lian and Americans like their 
six-packs in front 
TV. 


as the Japanese like gold and . 


au 






They said he would never make | 


By Louise do Rosario 
pie which has been suffering 
from a severe shortage of accommo- 
dation for foreigners since it opened its 
doors to the world in 1978, will soon 
face a serious property glut. According 
to property consultants and hotel 
operators in the Chinese capital the cur- 
rent building boom should create a 
slump by the early 1990s, providing 
China with a rare taste of how a com- 
mercial real-estate market works. 

Until late 1986, accommodation for 
foreigners was in short supply. Tourists 
needed good connections to get a de- 
cent hotel room, while foreign business- 
men were often forced to set up home 
and office in a hotel. They generally 
paid top international rates for poor ser- 
vices in a market which knew little of 
competition. 

The large number of bulldozers 
and cranes in the city, however, 
suggests that shortage is now coming 
to an end. Local property investors, 
say analysts, are about to be hit, 
along with their foreign partners, by 
a glut of residential and office space. 
This will result in a price war, which 
will, in turn, give rise to an aggres- 
sive marketing campaign and heavy 
management-cost cuts. 

According to Andrew Ness, mar- 
keting manager of international 
property consultants Richard Ellis 
and the author of a report on real 
estate in Peking for the National 
Council for US-China Trade (a non- 
profit making agency backed by US 
businessmen: the number of hotel 
rooms in Peking will double by the 
end of 1990. Office space and apart- 
ments for foreigners will increase 
five-fold over the same period. At 
the moment there are 42 projects 
in Peking involving foreign invest- 
ment under construction. Another 14 
will be started in 1988-89. Press re- 
. ports suggest that there is at least an 
. equal number of wholly Chinese backed 
projects. 

Such expansion could, for example, 
result in about 70% of office space being 
surplus to requirements, says Ness. It 
would also mean that for the first time 
visitors would have a choice of hotels. It 
_ Will be a buyer's and not a seller's mar- 
ket, according to H. R. Jenni, the direc- 
tor of Swiss-Belhotel which manages Pe- 
king's first joint-venture hotel, J ianguo. 

When China first opened its doors to 
foreign investment many believed it 
would offer unlimited opportunities for 
all kinds of business, including property 


















by the thought of potentially lucrative 


development. Property investors, lured | 


| 
| 
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More room for foreigners 


China's capital faces a serious real-estate glut 


profits, rushed into the Chinese market 
and from 1983-85 a large number of pro- 
jects were given the go-ahead. The first 
three joint-venture hotels in Peking, the 
Jianguo (1982), Great Wall (1983) and 
Holiday Inn Lido (1984), were instant 
successes. 

At the height of this “real-estate gold 
rush," there were 50 central-government 
and 90 local-government construction 
projects involving foreign investment in 
Peking. There were about the same 
number of wholly Chinese-financed 
projects. In 1984 everyone seemed to 
have the same bright idea — to start a 
Joint venture with the Chinese to deve- 
lop property, says one analyst. 

Peking's building boom was also 


f 1 23 
| (40,000 rooms) 





fuelled by the herd instinct of Chinese 
enterprises. Most of the capital's power- 
ful bureaucratic groups, many unfamil- 
iar with the operation of market forces, 
have been anxious to build their own pet 
real-estate projects — for profits and 
prestige — either by themselves or with 
the help of a foreign partner. The Minis- 
try of Foreign Economic Relations and 
Trade (Mofert) is backing the China 
World Trade Centre: China National 
Metals and Minerals Import and Export 
Corp. is involved in the Shangri-La 
Hotel; the State Science and Technol- 
ogy Commission has the Noble Tower: 
the Ministry of Public Security, the 
Kunlun Hotel; the State Council, the 
Capital Guesthouse: the People’s Lib- 
eration Army, the Palace Hotel and the 
Jinglang Hotel; and the Ministry of Cul- 
ture, the International Cultural Centre. 
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EVIEWTABLE by Ricky Hui 


however, is just one aspect of a national 
disease — uncontrolled construction 
spending by local governments. Many 
other leading Chinese cities, such as 
Canton and Shanghai, have witnessed a 
similar stampede into real-estate deve- 
lopment. Billions of renminbi have 
been diverted from priority areas, such 
as transport, energy development and 
manufacturing, into property. 

Chinese authorities did not realise 
they had a problem on their hands until 
1986. Late that year, the State Council 
Stopped approving new and under- 
capitalised projects aimed at foreigners. 
As a result, the number of proposed real- 
estate projects involving foreign invest- 
ment fell from 120 to 56. Then in July 
last year, the council imposed a 30% tax 
on domestic and non-productive pro- 
jects which fell outside the state plan. 
But these measures came too late to 
limit the number of projects already 
under way. | 

The hotel industry has been the first 
to feel the effects of the growing mar- 
ket imbalance. Leading joint-ven- 
ture hotels say that occupancy rates 
are still 70-90% but they are starting 
to offer discount packages for the 
low season. Less competitive Chi- 
nese-run hotels, however, report 
that business is poor, with one well- 
known establishment suffering a re- 
cord low occupancy rate of 15% in 
December, according to one source, 
C ompetition is likely to intensify. 

The China World Trade Centre 
will provide another 1,000 rooms 
when it is finished, increasing the 
pressure on Peking’s hotels which 
are already reeling under the loss 
of many long-term residents to re- 
cently completed apartment and of- 
fice blocks. At one time, most ex- 
patriates lived and worked in ho- 
tels. But in late 1986 the Lido’s 
350-unit apartment towers opened 
and in September last year the 23- 
storey Noble Tower office block 
was ready for occupation. It now 
numbers 100 companies among its ten- 
ants. 

An oversupply of office space is 
likely to occur in the second half of 
1989, say industry sources. While de- 
mand for hotel rooms is elastic and can 
be increased easily by promoting 
tourism, the demand for offices is rela- 
tively inelastic. A standard three-year 
lease for an average 70-m? office in 
Noble Tower, for instance, costs 
US$150,000 — a major outlay for most 
foreign companies and one that has to 
be justified by a sizeable business vol- 
ume in China. 

With the current slowdown in China 
business, many companies are increas- 
ingly reluctant to set up offices in Pe- 
king. They are prepared to make do 
with occasional business visits to China 
or an office in Hongkong. The number 
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gn offices in Peking is. 
ore unlikely to increase 
pectacularly as it did in 
-85. Most major foreign 
and leading trading com- 
panies are also already repre- 
sented in Peking. 
| At the moment, apart from 
| Noble Tower there is only one 
other office block in Peking, 
| the 29-storey Citic (China In- 
| ternational Trust and Invest- 
orp.) building, and many 
«companies still operate 
hotel rooms. The remain- 
emand for office space, 
ver, is likely to be more 
satisfied by the two office 
ks of the China World Trade Centre. 
[he centre, a US$380 million joint 
ture between Mofert and Hong- 
<ong-based Kerry Industrial, will con- 
of two hotels, two office blocks, two 
-] 30-storey apartment buildings and a 
-| shopping plaza. It will offer 81,000 m? of 
office space — 50% more than the pre- 
sent combined area offered by the 
Noble Tower, the Citic building and 
Lido commercial centre. 


























in better shape. Ness estimates that 
some 4,400 units are still in demand. 


still waiting for its fully booked 
apartments, which cost about US$5- 
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The apartment market appears to be — 


Lido says at least 100 families are | 
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7,000 a month for a 60-160 m? flat. 

Demand for apartments remains 
strong because this sector of the market 
was the last to attract property develop- 
ers. The shortage of accommodation 
was exacerbated by the Chinese Gov- 
ernment's slowness in providing hous- 
ing for the much-expanded community 
of foreign diplomats and journalists. 
One resident foreign correspondent, for 
example, has been waiting for a year for 
a flat. 

Two events might help relieve the 
generally bleak outlook for Peking's 


property market — this year is Peking's 


Tourism Year and in 1990 the city will 
host the Asian Games. But as one busi- 





Hong Kong 


located at 


40th Floor 
Two Exchange Square 
Hong Kong 





Telephone: 5-848-5200 (General) 
5-848-5248 (Investment Banking) 
5-848-5234 (Fixed Income Sales) 
5-848-5222 (Equity Sales) 
5-848-5219 (Individual Investor Services) 
5-848-5280 (Research) 


Morgan Stanley Asset Management Asia Ltd. 


Fax: 5-868-1670 





Telephone: 5-848-5276 






STERN ECONOMIC REVIEW e 3MARCH 1988 = 


























| 
| 
| 
| 
i 
| 
i 
| 
| 
i 
| 


MORGAN STANLEY 


takes pleasure in announcing the opening of its offices tn 


Fax: 5-845-1012 


New York London Tokyo Chicago Hong Kong Los Angeles Melbourne San Francisco Sydney Toronto Zurich. 






















nessman com 
games come and go. 
mately, long-term prope! 
mand depends on 
overall business climat 
The most difficult t 
the property market i: 
be the end of 1990 when m: 
projects are expected to b 
completed. The increased com 
petition as more office and re 
| sidential space comes onto the 
|» market is likely to result in a 
softening of the current high 
rates, an improvement in se 
vices and a switch at the le 
competitive end of the mark 
from foreign to domestic guests 
or tenants. Ness believes that foret 
developers may also attempt to exten 
the 15-vear contract typical of real-es 
tate joint ventures so that they have 
more time to re-coup their investment. . - 
But it would *be a mistake to think: 
that China's capital city will become ; 
bargain again overnight," he war 
“Peking will remain a fairly expensive 
place in which to do business compared. 
to neighbouring Asian cities." Peking s 
property glut, however, should herald — 
an improvement in the quality of the ex- - 
patriate's life in the capital as there wil | 
be a wider choice of accommodation |. 
and more restaurants, shopping centres |. 
and recreational facilities. o 
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| By Charles Smith in Tokyo 
[i B ig Japanese companies which open 
private art museums for prestige 
| and profit and entrepreneurs who have 
| made akilling out of Tokyo'sreal-estate 
| boom are behind Japan's transforma- 
| tion into the leading patron of Western 
art, or at least of French Impressionists. 
. Their acquisitive instincts, aided by the 
| Strong yen, have resulted in fine-art im- 
| ports doubling in US-dollar terms over 
| each of the past two years. Fine-art im- 
_ ports are now worth more than imports 
of beef and telecommunications equip- 
| ment, and about half as much as im- 
X ported cars. 
Japan's registered imports of origi- 
nal paintings in the first 10 months of 
. 1987 were worth ¥87.1 billion (US$671 
| million), 85% more in yen terms 
_| than in the same period of 1986, 
^] when imports jumped 41% from 
_ {> the previous year's level. The true 
extent of the trade, however, al- 
5]. most certainly is even more than 
this. the figures assume that all, or 
nearly all, imports of pictures are 
registered and find their way into 
|]. the country's trade statistics. In 
|» o]. fact, Tokyo customs officials say 
p many pictures are unregistered, 
brought in by travellers returning 
from the US and Europe. 

The Japanese art-buying boom 
took off in the summer of 1986. 
|. This, says Kazuo Fujii, owner-pre- 
| sident of Fuji Garo, one of the 
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_ Japan's imports of Western paintings soar 


leading galleries specialising in Western 


art in Tokyo’s Ginza district, is when | 
dollar-denominated auction prices for | 
prime Western art began to look cheap | 


to local collectors. But the yen revalua- 
tion has not been the only cause of the 


boom. Japan's new-found affluence has | 


forced up local prices of Western-style 
paintings by Japanese artists. For exam- 


ple, a picture painted in the 1930s by | 
Kati Higashiyama, one of the better | 


known Japanese Post-Impressionists, 
may now not be much cheaper than a 
Monet. 

The Western art world was “shock- 
ed" in mid-1987 when a picture by 


Kyoteru Kuroda, a major Japanese | 
painter who died in 1924, sold at a Lon- | 


APPRECIATING FINE ART 


, (Imports of original paintings) 





California, here we come 


a | | A Japanese bank expands its West Coast presence 













. By Nigel Holloway in Tokyo 
: Ba: of Tokyo (BoT) is set to be- 

We come the biggest Japanese bank in 
. the US in terms of assets and number 
of branches after its 77%-owned sub- 
sidiary California First Bank acquires 
Union Bank of California. 
The proposed US$750 million pur- 
chase from Standard Chartered of Bri- 
tain will also strengthen Japan's finan- 
cial links with a state which already 
boasts 17 Japanese banks. Five of the 11 
biggest banks in California are Japan- 
ese; in contrast, New York has only 10. 
S BoT, which derives 80% of operat- 
Ang profits from international transac- 
tions, is a rather special institution. It is 
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the only bank among the world’s top 25 
to have more branches outside its home 
country than in it. At the moment, BoT 
has 32 branches in Japan and 36 over- 
seas. California First Bank has 135 
branches and Union Bank 32. 

BoT operated under Japan’s 1954 
Foreign Exchange Bank Law which 
gave it a monopoly in the country’s com- 
mercial foreign-exchange dealings. It 
started life as the Yokohama Specie 
Bank, which was set up in 1880 and had 
an office in San Francisco. 

Deregulation and sharper competi- 
tion at home are now forcing BoT to 
become even more internationally 






million), nearly five times the value 
placed on it before the auction. Fujii 
| Says the sale showed the extent to which 
| first-class Japanese Western-style paint- 
| ers have won recognition outside 
| Japan. But the Japanese dealer who 
| bought the picture may easily have cal- 
| culated that the resulting publicity 
| would help to boost the market for Ja- 
| panese paintings inside Japan. 

| Another factor in Tokyo's art boom, 
| noted by both Fujii and Kazuko Shiomi, 
| Tokyo representative of the leading 
| London auction house Sotheby's, is the 
| emergence of a completely new class of 
buyer. Until 1985, doctors and owner- 
| presidents of small export-oriented 
companies were the main buyers of 
Western art, Shiomi believes. Today 


| real-estate companies or individuals 
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| Tokyo land boom of 1986-87 have taken 

| over as the biggest spenders. Fujii says 

| real-estate operators represent 10-20% 

of his customers. — 

Tokushichi Hasegawa, co-manager 
with his wife of Nichido, the 
largest Ginza gallery, says his 
biggest source of business are the 
private museums being opened by 
big Japanese companies, The com- 
panies buy fine art, partly as an in- 
vestment and partly for prestige. 
In a typical case, a company may 
set out to buy between five and 
10 first-class paintings by major 
French painters, costing from 
¥1-2 billion or more apiece and 
some 20 or 30 second-ranking 
paintings for a total of ¥50-60 bil- 
lion. 

Big companies want to educate 
top management in Western art, 
besides posing as art patrons, 
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| who have sold real estate in the runaway 
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oriented. It has long since lost its 
foreign-exchange monopoly in Japan. It 
is also likely to lose its unique funding 


| advantages in the near future. Since 


1962, it has been able to issue one- and 
three-year debentures, which are cheap- 
er than conventional bank deposits. As 
market deregulation gathers pace, 
other city banks may soon get permis- 
sion to do so. 

Such a move would put BoT at a dis- 
advantage because of its narrower de- 
posit base. The bank also has far and 
away the largest exposure of Japanese 
financial institutions to heavily indebted 
developing countries. This amounted to 
¥638 billion (US$4.9 billion) in March 
1987, 62% more than shareholders’ 
equity. Net income rose by a lacklustre 
2.7% to Y23.2 billion in the six months 
to September 1987. 

The bank, however, has made a suc- 
cess of its operations in California. BoT 
acquired control of Southern California 
First National Bank in 1975, long before 





1.76 million (US$3.1 
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gawa suggests. They choose 
ch Impressionists because prices 
mly established, in contrast with, 
modern American art, and be- 
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xclusive concentration on Im- 
1ists may be that it has few if any 
‘on any other school of art. Ja- 
art dealers have shown a tenden- 
target individual European paint- 
ich as the Ministry of Interna- 
'rade and Industry targets indus- 
)), building up a local demand in, for 
aple, the paintings of Utrillo. This 
etimes results in Japan setting the 
lobal price levels. 





i- Japanese buyers now account for 30- 
| AJ 4095 of the successful buyers at big 
= Western auctions of Impressionist art. 
| Even if Japanese bidders are runners- 
up, this helps to raise prices for actual 
purchasers, according to Sachiko Hi- 


- biya, Tokyo representative of Chris- | 


tie's. But the Japanese art trade works 
in ways that makes it difficult for the big 
Western auction houses to operate eas- 
ily in Japan. For instance, Hasegawa says 
he dislikes buying Western paintings at 
auctions because auction houses try to 
force up prices, obliging him to hold pic- 
tures longer before reselling. He prefers 
to buy from private collectors. 
Sotheby's Shiomi adds that trade re- 
lations between major Japanese dealers 
are so close that indigenous auctions to 
handle art works originating in Japan 


are not really necessary. The 430 Japan- 
ese dealers, who belong to Tokyo 








its Japanese rivals went on the takeover 
trail in the state. The merged entity, 
California First, was the most profitable 
of the Japanese banks in the state in 
1986, according to the American Bank- 
- er magazine, earning net operating in- 
come of 1.92% of average assets. These 
are drawn mainly from a strong retail 
— "market in the northern half of the state. 
.. Union Bank will strengthen the bank's 
'.. retail base in Southern California and 
^. among medium-sized companies. 
|» — "The banks face the challenge of the 
liberalisation of US interstate banking 
laws in 1991, when New York money- 
centre banks will be able to compete on 
the same terms with those in California 


— and vice versa. A combination of 


. . Union and California First, ranked 
^. No. 5 and 6 respectively in the 
state with total assets of US$15.1 bil- 
lion, will have a better chance of stand- 
ing up to the likes of Citicorp and the 
.4 state's big four — Bank of California, 
. Security Pacific, Wells Fargo and First 























Bijitsu Club, the country's largest trade 
association of fine-art dealers, guaran- 
tee each other financially and form a 
large enough group for each house to be 
able to turn over its inventory without 
going outside the association. In any 
case, says Shiomi, Japanese collectors 
tend to shun the publicity associated 
with auctions. Apart from the fact that 
many art collectors want to avoid at- 
tracting the attention of the National Tax 
Agency, selling the family art treasures 
is traditionally associated in Japan with 
business failure. 

The tightly knit structure of Japan's 
art trade means that outsiders such as 
Christie's and Sotheby's cannot find art 
works to sell in Japan itself. The only 
auctions the foreigners can stage are of 
imported works, Shiomi complains. 
Staging a Tokyo auction of first-class 
Impressionists might flatter Japanese 
buyers, but European and US bidders 


both Christie's and Sotheby's appear to 
have decided for the foreseeable future 
not to hold auctions in Japan. What 
both companies do instead is to exhibit 
pictures in Tokyo before putting them 
up for auction in London or New York. 

Shiomi says many Western collectors 





insist on having their pictures shown in | 
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| stay away. In practice, therefore, 
| 
| 
| he 
Tokyo as a condition for putting them 
into one of the company’s auctions. 
Japan's growing importance has led 
| Sotheby’s to more than double the size 
| of its full-time staff in Tokyo in the past 
| year. But there is still a long way to go 
| before Japan will be part of the 
| mainstream of world art markets, most 
| foreign dealers believe. When that time 
| comes, it is an open question whether 
"Western auction houses, or the close- 
knit community of Japanese art dealers, 
| will be calling the shots. 

















| Interstate — when the crunch comes. 
| BoT's post-merger assets in the state 
| will exceed US$6 billion. 
| BoT’s proposed takeover of Union 
| *may be the last opportunity to get a 
| sizeable independent bank in Califor- 
| nia," says Masahiro Yoda, a general 
| manager in Sanwa Bank's international 
| department. Sanwa was one of two Ja- 
| panese banks reported to have express- 
| edinterest in purchasing Union. 
| The sale of Union Bank together 
| with the divestment of United Bancorp 
| of Arizona earlier this year will concen- 
| trate Standard Chartered in three geo- 
| graphical regions — Asia, Africa and 
Europe. About 40% of its assets will be 
| in Britain alone and 33% in Asia. It still 
| hasa long way to go to raise its capital 
adequacy ratio to international stan- 
| dards — and to stave off predators. Pro- 
fits from the sale of the two US bank will 
raise Standard’s ratio to 4%, which is 
high by Japanese standards, but not by 
British ones. 
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Not just chicken feed 


A Thai agribusiness multinational grows by leaps and bounds 


By Paisal Sricharatchanya in Bangkok 


hailand’s dominant agribusiness 

conglomerate, the Charoen Pok- 
phand Group (C. P.), started as a small 
seed shop in Bangkok's Chinatown 50 
years ago. Now it isone ofthe country's 
few truly multinational concerns. The 
group's activities stretch from Asia to 
Europe and North America, and it is 
raising funds on foreign stockmarkets to 
finance its growth. 

With group turnover expected to top 
USS2 billion this year and with some 
12,000 employees, C. P. is expanding 
rapidly. The group, which is Thailand's 
leading animal-feeds producer and runs 
a string of related industries, ranging 
from poultry and hog raising and pro- 
cessing to farm crops, plans to: 

» Promote processed-meat products at 
home, to be augmented by a drive to 
penetrate supermarkets in the US and 
Japan, as the group moves from animal 
feeds to human foodstuff. 

» Increase public shareholdings at 
home and overseas, with already four 
subsidiaries listed — three in Thailand, 
one in Taiwan — and most of its 30 or 
so "active" concerns in Thailand to fol- 
low suit. 

» Upgrade its public profile with a 
planned 1989 move to a new 30-storey 
head office in Bangkok's Silom Road 
business district. 

The group has thrived under a uni- 
que blend of Chinese-style entre- 
preneurism and modern management 
techniques: top executives are a combi- 
nation of family members and outside 
professionals. But perhaps the most im- 
portant force behind C. P.'s success 
today, and the person who will deter- 
mine its fate in coming years, is Dhanin 
Chiaravanont, group president and 
chief executive officer. The fourth son 
in a family of 11 descended from a Chiu 
Chow immigrant from Shantou, Dha- 
nin, 50, runs an empire of some 60 “ac- 
tive" Thai-based and overseas units. 

The original Chinatown shop was 
founded by Dhanin's father and uncle in 
1921, but C. P. did not begin to blossom 
until the early 1970s. A 1970 joint ven- 
ture with the US-based Arbor Acres 
Farm Inc. contributed significantly to 
quality chicken-breeding stocks, later 
introduced throughout Thailand. As 
commercial-scale chicken farming pro- 
liferated, feed demand correspondingly 
jumped. The group's big overseas drive 
began at about the same time. 

C. P.'s success spurred a stream of 
competitors, though the group remains 
No. 1 by far. Thailand produces about 6 


i. million day-old chicks a week, of which 


C. P. accounts for about a third. The 


group also has about 25% of the coun- 
try's chicken exports. Its position in the 
animal-feed industry is even more do- 
minant, with seven feedmills around 
Thailand producing some 500,000 ton- 
nes of feed a year. That is almost 30% of 
the country's total production. Not sur- 
prisingly, C. P. sets local feed prices. 

Combining modern production 
techniques and aggressive marketing, 
C. P. leads the way in agribusiness inte- 
gration. For example, the group sup- 
plies day-old chicks, technology for 
raising them, pesticides and feeds to a 
combination of contract farmers and 
hundreds of agents around Thailand. 
The farmers must sell the grown birds to 
C. P. under either a “pricing” or “mar- 
keting" guarantee: the agents 
may sell to either C. P. oroutsid- 
ers. 

The grown birds are sent to 
two large slaughterhouses on 
Bangkok's outskirts — one of 
which is said to be Asia's largest 
semi-automated facility, capa- 
ble of processing 7,000 birds an 
hour. Two more slaughterhouses 
are planned for the Central 
Plains and northeast Thailand 
this year. The massive growth of 
output resulting from integra- 
tion has dramatically lowered 
chicken prices. Once eaten only 
by the better off, chicken is now 
a common food. Another bene- 
fit is rising and steadier incomes 
for the expanding network of 
chicken raisers. 

The low-cost mass produc- 
tion pioneered by C. P. has also 
contributed to Thailand's foreign-ex- 
change earnings. Total Thai exports of 
frozen chicken jumped from about 
27,000 tonnes in 1981 to an estimated 
95,000 tonnes in 1987, with value more 
than quadrupling to Baht 6 billion 
(US$242.9 million). Most exports so far 
have gone to Japan, though C. P. is now 
poised to expand into the EC. 

But by operating a tightly knit sys- 
tem that banks on near-monopolistic 
control of the farmer/raisers, C. P. has 
attracted criticism. In the early 1970s, 
when Thailand was undergoing an ex- 
perimental period of full democracy, 
the group was accused of undermining 
the national economy. Today the criti- 
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cism is milder, voiced mostly in univer- 
sity circles, which say it exploits poor 
farmers and utilises its size to edge out 
smaller competitors. Given its nation- 
wide network, C. P. possibly has far 
wider dealings with rural Thais than any 
other local business group. 

C. P. remains sensitive to these criti- 
cisms. "Because we are the largest con- 
sumer of various agricultural raw mat- 
erials used in feeds production, we are 
often [unfairly] blamed whenever some- 
thing goes wrong, say, in the maize or 
fishmeal markets," says group vice-pre- 
sident Avja Taulananda. 

Both publicly and privately, C. P. 
executives often emphasise that since 
the group directly deals with Thai farm- 
ers, it will not be able to survive in the 
long run unless the farmers' well-being 
is improved. This corporate philosophy 
is championed by Dhanin, who profess- 
es a long-term strategy of fair play 
whereby all of C. P.'s trading partners — 
the farmers and end consumers — can 
jointly prosper with the group. 

C. P. underlying strategy is fairly 


simple. The more farmers raising chic- 
kens or hogs, the more chances there 
are to sell breeding stock, feeds and pes- 
ticides. The same concept applies to 
crops, such as hybrid stocks of maize 
and rice. 


Fs remain the prime domestic 
business, accounting for about 30% 
of turnover, followed by chicken and 
processed-meat products (about 20%) 
each). The growing hogs sector ac- 
counts for about 10%. (Any large ex- 
pansion here is unlikely, mainly because 
of the political nature of hog slaughter- 
ing, which is under state control.) That 
leaves 5% for farm crops and the rest for 
trading and miscellaneous activities. 

As with most family businesses, C. P. 
does not publish any individual-com- 
pany or consolidated financial state- 
ments, except for the three listed firms. 
Dhanin puts combined 1987 group turn- 


| over at US$1.7 billion and projects this 
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"are experimenting with new projects — 
-such as a joint venture with J apan's Mit- 
/ subishi group to develop quality shrimp 
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i that aggressively marketed the group's 
own lines returned the unit to profit in 
1984. 


contributed to the group's rapid 


Except for some new companies that 


stocks — Dhanin says most units in Thai- 
j and overseas are profitable, with a 
ghly 6-8% margin on gross turnover. 
One exception is C. P. Intertrade, 
international-trading arm, which 

lost Baht 45 million during 1980-83. 
was largely due to Dhanin's desire 
et the best. Fresh university 
duates were recruited to staff the 
any, purportedly to build up a gen- 
on of “uncontaminated new 
ood," under a policy directive to 
idle only products outside the group. 

hat strategy failed: a new management 





Dhanin's guiding hand, which has 


growth averaging 15-20% annually 
in recent years, lies in his ability to 
identify and grab market oppor- 
tunities. 

*When others' business booms, we 
watch and study. When they fail, we 
move in. Among all the developing 
countries, we can claim to have de- 
veloped the best technology in the 
fields of feeds and poultry integration,” 
said Dhanin in a recent interview. 

The group hopes to maintain its 
pace of growth over the next five 
years. Thailand will remain its base, 
spearheading such areas as new pro- 
ducts, while foreign operations will 
follow suit where appropriate. China- 
based operations will expand mar- 
kedly in 1988 as several projects 
come on stream. 

C. P.’s first Chinese feedmill was 
established in 1980 in the Shenzhen 
Special Economic Zone. Less than a 
decade later, the group has 10 feedmills 
and chicken-related facilities in China 
and a fast-expanding motorcycle fac- 
tory. With investment put at US$300 
million, C. P. may be the largest South- 
east Asian investor in China. By year- 
end, the China operations will overtake 


<| those in Indonesia to become the largest 
+ in C. P.’s global network. 


All the feedmills should be running 
at full capacity by year-end, with esti- 
mated total annual output of 1.5 million 
tonnes. The production of day-old 
chicks will rise as well, to 2.5 million a 
week, and to as many as 10 million by 
1992. The group may also get into the 
fast-foods business: noting Kentucky 
Fried Chicken's successful first. out- 
let in China, C. P. has opened talks 


| with the US chain about a possible 
^j joint-venture second outlet in Shang- 
hai. 


... Aside from agriculture, a C. P.-run 


- will rise to US$1.9-2 billion this year. | motorcycle plant in Shanghai is expect- 
-Up to 60% of this comes from Thailand- 
- based operations. The largest company, 
Bangkok Feedmill, reported about 
- Baht 4 billion in sales last year. 











25% 


ed to turn out 100,000 units this year, 

more than double the 40,000 produced 

in 1985 when C. P. took over the plant 

under a 50:50 joint venture with the 

Chinese. A new plant being built nearby | 

could add 300,000 units a year to capa- | 
city. 

Other Asian operations include: | 

» Indonesia, where six mills and more | 

than a dozen breeding farms produce | 

| 

| 

| 





1.5 million day-old chicks a week. 
Rapid expansion in the 1970s has given 
way to relatively slower growth of 10- 
20% a year, a pace expected to be main- 
tained in the near term. 

» Taiwan, where C. P. has two feed- 
mills and breeding farms as well as trad- 
ing operations. 

» Singapore, where it operates the re- 
public's largest hog farm. 

» Malaysia, with an investment of some 
M$30 million (US$11.7 million) on 
stock farming, breeding and processing. 
A chicken-raising joint venture with the 
Negri Sembilan state government was 
recently terminated due to what one | 
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| Key group companies (Non-listed) 


Source: Far Eastern Economic Review. 









executive said was the Malaysians’ re- 
luctance to expand into full integration. 
At home, feed and chickens will re- 


main the mainstay of the group. C. P. | 


plans to raise the output of day-old 
chicks this year by 50% to about 3 mil- 
lion a week to meet strong frozen-chic- 
ken demand in Japan (partly the result 
of lower Thai prices resulting from the 
yen appreciation) and promised new 
markets in the EC. 

But C. P. is also giving priority to 
promoting shrimp farming. “There is 
unlimited market potential for shrimp. 
It carries a value five to seven times 
more than chicken,” says Dhanin. An 
integration system, similar to that used 
for chickens, will be used. 

Dhanin expects that processed 
human foods will overtake animal feeds 
within the next 10 years. The group re- 
cently launched an ad campaign to pro- 
mote its “Five-Star” roast chicken, mar- 
keted through some 100 retail outlets 


| dinner type meals, initially to be mar- 


| agerial sta 


THE CHAROEN POKPHAND GROUP REVEALED 


7.59% 


Chiaravanont family 
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around Bangkok. Under a 1986 joint- 
venture with US-based Oscar Mayer, it - 
is also expanding production of meat. 
products such as sausage, ham and 
bacon. Its researchers are testing TV- 















keted in Asia. 

poss the biggest constraint in | 
C. P.'s growth lies in shortages of. 

highly trained executives — not surpr 
ing for a group which has grown so fast. | 
But while a dad ngthatashortageofman- | 
f will become an increasing | 
problem, others argue that C. P. has | 
more leeway than other large Thai cor- 
porations since it employs expatriates 
The recruitment of non-fa 
fessional managers began in ea 
the mid-1970s. The top tier í 


























ers of | 

pan |j] 
senior employees, sit on the executive | 
board of about 30 people for the Cha- | 
roen Pokphand Group Co. and Cha- | 
roen Pokphand Co. (The former is the. 
top holding company overseeing all 





“outsiders,” together with membe 


the Chiaravanont family and ve 








Listed companies 
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domestic and foreign operations, while | 
the latter supervises only Thai-based | 
operations.) MUT. 

C. P. emphasises decentralisation. 
with units treated as separate profit 
centres. E c 

Although Dhanin maintains that | 
group affiliates try to operate on the 
basis of a conservative 1:1 debt-to- 
equity ratio, banking sources say COE 
operates on relatively high gearing ratios. 

Nonetheless, most foreign banks re- 
gard. the group as a quality borrower. 
Some, however, are uncomfortable 
with what one Bangkok-based repre- 
sentative terms a “complicated” ac- 
counting system, implying that C. P. 
may keep more than one set of books. 
This may explain why, on unsecuret 
loans, C. P. is understood to have to pay 
1-1.5 percentage points more than a - 
top-class borrower like Siam Cement | 
the model of a professionally managed . 
Thai company. | A"UU- 
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Funds for a 





C P.’s entry into the Bangkok 
a bourse underscores a new trend in 
Thailand: that of family businesses 
opening up to the public. So far, three 
C. P. subsidiaries have gone public — 
two in late December. Over the next 10 
years, most of the group's 30 or so active 
domestic units are to follow. Executives 
say using the stockmarket to raise funds 
is more a matter of convenience than 
necessity, since C. P. has no difficulty 
borrowing. 

But given C. P.'s aggressive growth 
and ambitious plans, its reliance on the 
stockmarket will surely increase. As a 
Bangkok financial analyst points out: 
"There is a limit to the amount of re- 
sources a family-run operation can 
generate. The next logical course 
is to turn to the public. C. P. is 
probably approaching that point." 

C. P. executies say they ori- 


ginally intended to list the 
group's flagship companies, 
Bangkok Feedmill and Bangkok 
Livestock Processing. But initial | 9» 


applications in the early 1980s 
had to be withdrawn because the 
books were not in order. One 
executive explained: “Because 
the group was constantly em- 
barking on new projects, the 
larger companies sometimeshad | 
to foot the bills for activities 
that under normal circumstances 
they should not be accounted 
for. Simply put, their operations 
were all intertwined with other 
group affiliates." 

The first listing was Bangkok 
Agro-Industrial Products Co. 
(BAP) in 1984. BAP — whose 
estimated 1987 sales of Baht 1.1 
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BPM — Bangkok Produce Merchandising Co’ 


growing family 


The first subsidiaries are listed on the Thai stockmarket 


billion makes it roughly a quarter the 
size of Bangkok Feedmill — originally 
operated a medium- size, 20-tonne an 
hour feedmill in the northern province 
of Lamphun. It has since expanded 
southward to Bangkok, where it bought 
a hog farm and a duck farm in 1985. The 
same year saw BAP building the coun- 
try's largest broiler farm on Bangkok's 
eastern fringe. 

Although a liquid stock that is popu- 
lar among both Thai and foreign invest- 
ors (its non-Thai shareholding jumped 
from 15.1% at end-1986 to 35.1% by 
September 1987), BAP is not as highly 
rated as blue-chip counters such as Siam 
Cement or Bangkok Bank. During the 
1987 market boom which preceded the 
global crash, BAP joined the ranks of 
speculative stocks with sharp price fluc- 
tuations, rising from a low of Baht 34 


THE PUBLIC FACE OF THE 


CHAROEN POKPHAND GROUP 


(Closing prices on the last day of the month on 
Securities Exchange of Thailand) 
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Model modern 


hog farmers 


By Paisal Sricharatchanya in Nong Wah 


y rural Thailand standards, the 50 

families of hog raisers at a settle- 
ment some 100 km east of Bangkok live 
in luxury. With average monthly in- 
comes of Baht 7,500 a family, com- 
pared to the national average per capita 
income of Baht 5,220 a year for rural 
families, most households can afford a 
TV set, refrigerator and motorcycle. 

These are members of the Nong 
Wah village, a model farm develop- 
ed by C. P. over the past 10 years. 
The purpose of the village is to show 
that Thai farmers can raise their pro- 
ductivity, and live better, if they 
use state-of-the-art production tech- 


in early 1987 to a peak of Baht 207. 

Despite BAP's below-market-aver- 
age dividend yield (historical 2.2%, 
prospective 3.8%), investor interest in 
the C. P. units are fuelled by expecta- 
tions of continued growth in Thai agro- 
industry. BAP's dividend payout ratio 
has averaged more than 5095 of earn- 
ings: the other two units have pledged a 
similar ratio. In its five-year financial 
forecast, BAP has projected net earn- 
ings to rise from Baht 53.4 million last 
year to Baht 163.8 million in 1992. 

One of the two units listed in De- 
cember 1987, Charoen Pokphand Feed- 
mill Co. (CPF), runs an integrated live- 
stock operation from the southern Thai- 
land base of Hat Yai. CPF will also ex- 
pand towards Bangkok, with plans for a 
duck-feather processing plant. 

The second firm listed in December, 
the Bangkok Produce Merchandising 
Co. (BKP), is a Bangkok-based trading 
firm. It buys materials (such as maize, 
fishmeal and rice bran) from rural areas 
and sells these to both group and non- 
group mills. Turnover exceeded 
Baht 3.8 billion for January- 
September 1987. BKP is target- 
ed as C. P.’s third integrated- 
business arm for northeast Thai- 
land. It will build a Baht 200 mil- 
lion chicken slaughterhouse this 
year in Khon Kaen and will 
spend Baht 300 million to pro- 
mote farm crops. 

Only about 30% of the two 
units were divested to group 
employees in private place- 
ments before December's list- 
ings: thus, control remains 
in the hands of the Chiara- 
vanont family and group af- 
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After Thailand and Taiwan, 
NUR TES CPF BPM the group plans to raise money 
CPF — Charoen Pokphand Feedmill Co.” "Listed December 1987, on the I ongkong stockmarket 
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~ niques s alongside modern management. 
- s C. P. started the project in 1978, ac- 
ie ‘quiring about 500 acres of wasteland 
.: and alloting it to 50 pioneer families. It 
< then made sure that the state provided 
» the infrastucture: electricity, water and 
roads. Funding was later arranged with 
Bangkok Bank to finance what has be- 
come a thriving hog-raising operation. 


‘The group effectively ran the show | 


for the first nine years, from supplying 
the breeding stocks plus feeds and pes- 

— ticides to acting as guarantor for the vil- 
lage members’ bank loans. The Nong 
$ ah. residents’ only responsibility was 
ok after the production side: they 
aid a flat fee for each of the 18-kg 
- ‘a produced (all costs borne 
he first phase of transferring the 
.production/raising techniques to the 
2 atailies was completed in 1987, coin- 
















Feeding public interest 


Charoen Pokphand raises more money in Taiwan 


By Jonathan Moore in Taipei 


C Pokphand Feedmill (Tai- 

wan), or CPF, listed its stock on the 
Taiwan Stock Exchange on 27 July 
1987, one of only a handful of Taiwan 
firms controlled by foreigners that is 
listed on the local exchange. Now the 
company is preparing to issue new stock 
to raise money for an expansion pro- 
ject. 

The issue was approved by the 
Foreign Investment Commission on 15 
February. The Securities and Exchange 
Commission. must also approve the 
issue, but company officials say they ex- 
pect to be selling the new shares in April 
or May. 

CPF was established in 1977 with an 
initial capital investment of NT$30 mil- 
lion (US$1.05 million). Its listing added 
28.6 million shares of stock to the local 
exchange at an underwriting price of 
NT$27 a share. The firm was encour- 
aged to list initially by the government 
because it is controlled by Overseas 
Chinese. The company's stock since 

then has risen to about NT$70. The 
= Overseas Chinese family in Thailand 
that started the business holds 55% of 
the company's stock. The remaining 
45% is held by local shareholders, 
of which only 12% is traded active- 
ly, | 
CPF is the only listed firm in Taiwan 
whose sole business is feed grains. The 
company has two feed-grain plants, one 
in Kaohsiung, which opened in 1978, 
and another in Taichung, which began 
operations in 1984. CPF produces feed 
for hogs, chickens and ducks (respec- 
tively, 4776, 44% and 9% in 1986), and 
sales are entirely domestic. 
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ciding with the redemption of the 
mortgages on their houses and pig pens. 
A new company, capitalised at Baht 1 
million and owned by the Nong Wah 
families, is learning how to manage the 
enterprise. Now, however, they have to | 
bear the cost of raising the young ani- | 
mals. Although C. P. remains the buyer | 
at guaranteed prices, the Nong Wah | 
operators will eventually be encouraged | 
to do their own marketing. | 
Although the Nong Wah experiment | 
corresponds with C. P.’s market stra- | 
tegies, its aim goes one step further. | 
“There is a growing number of landless | 
farmers in this country, but there is | 
plenty of under-utilised land. For the | 
government to simply allocate lands to 
| the landiess is no use unless other cru- 
cial factors like production techniques | 
and marketing are also in place,” said a | 
C. P. executives. 
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In 1987, the company had net profits | 
of NT$110 million on net sales of | 
NT$2.19 billion. In 1987, sales revenues 
were down, but the company managed 
to increase its profit over the pre- 
vious year because the cost of its raw 
materials, corn and soyabean meal, 
declined even more. Meanwhile, 
the company's feed output increas- 
ed. 

Taiwan feed producers are numer- 
ous, but the industry is concentrated in 
small factories. Analysts say CPF's 
strong management is to be credited for | 
the company s success. 

The company's new offering would 
double its outstanding stock. The capi- 
tal injection will be used to help finance 
the firm's diversification into the 
downstream business of raising and 
slaughtering chickens as well as making 
the feed. The plan is a kind of vertical 
integration in which the company 
plans to build a partially automated 
slaughterhouse in Nantou County in 
southern Taiwan and establish a 
wholesaler to sell the product to grocery 
stores. CPF has already invested 9% in 
a local food wholesaler, Marko Taiwan, 
a joint venture with a Dutch firm, SHV 
Holdings NV, and a local investment 
company. 

CPF's new project would involve 
operating a chicken breeding farm and 
hiring out the chicken raising phase to 
contracting farms that would also buy its 
feed. The company would then take 
back the birds for the slaughtering and 
selling to retailers. Another project in 
the planning stages is an investment in a 
Thai yacht builder. ü 
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ECONOMIES. 
Planning the 


Pakistan's new five-year 
plan repeats old ideas 





By Husain Haqqani in Islamabad 
Eve development and education 


are two areas given top priority 
in the draft of Pakistan's Seventh Five- 


Year Plan, expected to be announced in 


July. But government planners face a 4 
major problem in mobilising sufficient - 


resources to fund the plan without: 


duly increasing the already large public 


debt. 


the details of the Rs 


1993. 
Proposals for new taxes, increased 


| user charges and cuts in government 
| subsidies, 


considered necessary to 
fund the plan by most economists, 
would be politi- | 

cally | unaccept- 
able to ruling 
party parliamen- 
tarians, who have 
their eyes on a 
general election 
scheduled for 
1990. ; 
Like the pre- |f 
ceding two plans, | EE 
the strategy of || 
the new plan also | 
supports an en- || 
hanced role for | B 
the private sector |] 
and proposes to Haq: promises. 
continue the pre- | 
sent policies of privatisation and dere 
gulation. The private sector is expected _ 


to contribute Rs 266 billion towards the - 
plan's spending targets and its share in. 
industrial investment is planned to be. | 
around 82%. The government will cut 
its own share in investment from the... 
previous plan’s 52.5% to 26.1%, alb - 
lowing public-sector corporations to - 
provide the balance of the resour- > 
During the last plan period . 
(1983-88), actual government spending - 
on development came to around Rs 250 
billion against its target of Rs 350 bil- 


CCS. 


lion. 

In addition to energy and. educatio 
the draft plan, at present before parli: 
ment, 
priority. These.include the provision « 
improved nutrition, shelter, health < 
transport services and the developme: 


of human resources through Mica: 


manpower-training programmen 


Officials are currently working. out 1 
616 bilion 
(US$34.8 billion) plan, which will out- - 
line the government's development E 
priorities and set targets for various |. 
economic sectors for July 1988-June EBD 
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identifies several other areas of 
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the educated. 

The draft document criticises the 
government's dependence on borrowed 
resources and underscores the need for 
balancing non-development expendi- 
ture with government revenue. But 
avoiding the politically sensitive subject 
of overhauling the tax system, Planning 
Ministry officials have proposed im- 
provements in tax collection and 
have also called for an increase in the 
profitability of public-sector corpora- 
tions. 

Many of these are currently incur- 
ring losses and depend on government 
financing. If profit targets set for the 
government-owned companies are met, 
the share of these corporations (through 
self-financing) in total investment 
would double in five years. 

Promises of “giving full play to the 
creative energies of the private sector 
and simultaneous dismantling of ad- 
ministrative controls over the econ- 
omy" made in the sixth plan, are once 


ployment, especial y | of 
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Economic progress brings 
copyright to Asia 


| 


again being repeated by Planning Minis- 


ter Mahbubul Haq, mastermind of both 
plans. 

But Haq's promises are now taken 
with a pinch of salt by business leaders, 
who point out that despite the planning 
minister's best intentions his economic 
strategy is unlikely to be implemented 
by a stagnant bureaucracy. 


| |: the past five years, for example, 


planned policies of privatisation and 


deregulation underwent repeated ad 


hoc changes and were not implemented 
as announced. 

Infighting between government de- 
partments also held up key economic 
decisions, leading some cabinet mem- 
bers to join the ranks of sceptics who 
question the present planning and im- 
plementation strategy. Industries Min- 
ister Chaudhry Shujaat Husain report- 


_ edly told a meeting of the cabinet com- 


mittee reviewing the draft plan that 
there was no point in announcing plans 
in the absence of the political will to 
carry them through. “At present, the 
Ministry of Industries is trying to 
deregulate while the Ministry of Fi- 
nance is increasing regulation," he 
added. 

But Haq's colleagues maintain that 
the previous plans had been executed 
under the limitations of martial law, 
which made it difficult to eliminate 
bureaucratic controls. According to this 
view, an elected civilian government is 
more likely to succeed in pursuing lib- 
eral economic policies, though in reality 
the government's is far more vulnerable 
to political pressures now than it was be- 
fore. 

Major issues awaiting resolution be- 
fore the announcement of the Seventh 
Plan include the formula for allocation 
of resources between the federal gov- 


| ernment and the country's four prov: 
inces. a 





| 
| 


A. still home to considerable pirat- 
ing of products and ideas, is mov- 
ing towards widespread acceptance of 
copyright as a concept and increasingly 
as a practice. China is currently consid- 
ering copyright legislation and adhering 
to the major international copyright 
treaties. Singapore passed a copyright 
act with teeth in 1986 and has been en- 
forcing copyright with some vigour. Ma- 
laysia has a law on the books which is 
soon to be implemented, and South 
Korea is beginning to enforce controls. 
Taiwan has passed from the scene as 
a major haven for pirates. But Thai- 
land remains open, particularly for 
computer software and "brand name" 
consumer products. Overall, the con- 
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Counterfeit computers in Taiwan. 
cept of intellectual property has become 
better understood and accepted in Asia. 
The age of copyright is close at hand. 

But there are some problems. Third 
World nations have traditionally been 
critical of copyright, correctly pointing 
out that it is a Western concept which 
was created to maintain a monopoly 
over the production and distribution of 
knowledge and knowledge-based pro- 
ducts. Copyright, historically, was not 
part of the Asian cultural tradition. To 
some extent, copyright was imposed on 
Asian countries by their major Western 
trading partners, the US and Britain. 
under threat of trade sanctions and legal 
action. 

Singapore is a case in point. At pre- 
sent, Singapore's fairly strong copyright 
law is not fully enforced. In areas where 
massive Western pressure was applied, 
such as computer software, films and 
cassette tapes, there is fairly rigorous 
enforcement. There seems to be fairly 
full compliance in the book trade, 








£ 





where there were never very serious 
problems. However, “fake” watches, 
bags and clothing are still plentiful in the 
market place, though considerably less 
obvious than they were at one time. Un- 
authorised photocopying, a serious and 
quite complex copyright problem, re- 
mains rampant in Singapore, though 
there are now some restraints applied, 
particularly by libraries and academic 
institutions. Commercial “copyshops,” 
however, abound and are generally will- 
ing to copy anything. 

Recent restrictions placed on the cir- 
culation of certain foreign publications 
(including the REVIEW) by the Singa- 
pore Government and a new revision of 
the Newspaper and Printing Presses Act 
highlight the complexity of 
copyright and the misun- 
derstanding of international 
copyright standards. The 
Singapore Government has 
authorised making photo- 
copies of restricted publica- 
tions by approved agencies 
in Singapore in the interest 
of “access to information.” 
The government claims that 
its policy is not in violation of 
copyright, invoking the “fair 
use” concept. The govern- 
ment assumes that so long as 
no one is earning a profit 
from the reproduction of re- 
stricted publications that 
copyright is not being vio- 
lated. This is not true. 

Fair use, in international 
copyright law, has a narrow 
interpretation which generally restricts 
it to reproduction, by individuals for di- 
rect educational or scientific use, of li- 
mited numbers of pages and for single 
copies only. Fair use does not counte- 
nance large-scale reproduction of jour- 
nals, even for non-profit purposes. This 
case also illustrates another misun- 
derstood copyright concept. An inte gral 
part of copyright is the maintenance of 
some control by the copyright holder 
over copyrighted material. Singapore's 
new amendment violates the principle 
of control over knowledge by the 
producer. 

All of these ideas are, of course, con- 
troversial. Many in the Third World 
have argued, as did English liberal 
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hilosopher John Stewart Mill more 
<a century ago, that copyright is 


| simply a device for protecting knowl- 





edge monopolies of the “haves” against 


the real educational, scientific and cul- 


tural needs of the underdeveloped 


world for access to knowledge. Further- 


more, countries without a copyright 


law, such as China, are not really violat- 
ing anything since copying, translating 
and the like without the permission of 


copyright owners is not against their 


- laws. Yet, despite these conceptual and 


|. practical problems, copyright is increas- 


| ingly accepted and is becoming en- 


| -trenched, both in law and in practice. 


The reasons for the remarkable pro- 
ss of copyright in countries which up 






toa few years ago were ideologically op- 
"posed and willing to flout norms of 
. copyright by various kinds of piracy are 
- complex, but it is important to under- 
“stand them. There are probably two 
major reasons for the progress of 


copyright. The more important one is 
an understanding that successful book 
publishing, as well as other knowledge- 
based industries such as computers, 
needs some kind of regulation and that 
knowledge is an international commo- 
dity and requires international regula- 
tion. Third World publishers, and gov- 
ernments as well, now take a long-range 
perspective while fully understanding 
that they function at a disadvantage in 
the international knowledge network at 
present. Asian nations are now produc- 
ers of knowledge as well as consumers. 

The other major cause of copyright 
progress is a combination of carrots and 
sticks from the industrialised nations. 
The carrot in this instance was the will- 


to accept a version of compulsory licens- 
ing as a way of showing that they under- 
stand the special problems of Third 
World nations. This arrangement has 
made it easier for these countries to ob- 
tain permission to translate and repro- 
duce educational materials. The stick is 
the pressure that has been applied to 
several major pirating nations to imple- 
ment and enforce copyright laws. It is 
perhaps ironic that the US threatened 
Singapore with the withdrawal of 
generalised system of preferences (GSP) 
privileges unless a copyright law was 
passed — and then ended GSP anyway. 


|: is also likely that the adherence of 
the Soviet Union to the Universal 
Copyright Convention in the 1970s had 
an impact on Third World thinking. 
After all, if the largest copyright hold- 
out could join the Western-dominated 
international copyright system and not 
be adversely affected by its involve- 
ment, then perhaps Asian nations would 
not have so much to fear. Indeed, the 
Soviets have become strong proponents 
of international copyright. China is now 
the only major publishing nation out- 
side the international copyright system, 


ingness of the major publishing nations 









knowledge 


In a way, copyright can be seen as a 
historically inevitable development as 
nations become more mature in their 
knowledge industries. The US was itself 
one of the world's major pirates in the 
19th century (with beneficial effects for 
its publishing and printing industries but 
with great harm to its intellectual life at 
the time) and only joined the copyright 
system when the US perceived this to be 
advantageous. Pressure from Britain 
and other countries played a role as 
well, and copyright was touted as a 
major part of "civilisation." But the 
main motivation was self-interest. 

In the 1950s, India had serious 
doubts about inter- 
national copyright 
and led Third 
World forces at 
copyright confer- 
ences in question- 
ing copyright and 
insisting that de- 
veloping countries 
had special need 


with regard to 
knowledge  trans- 
fer, translations 
and textbooks. 


India did a good 
deal of pirating at 
the time. Indian 
objections had 
some impact on 
international de- 
bates then and in- 
fluenced the com- 
pulsory licensing arrangements. As the 
Indian publishing industry matured, 
however, India took a more favourable 
view towards international copyright. 

India is now the world’s eighth- 
largest publishing nation and it is a 
major exporter of books to other de- 
veloping nations. Piracy has dimished 
significantly. It is also a strong support- 
er of international copyright. The ad- 
vent of a domestic knowledge industry, 
with authors, publishers and export po- 
tential, was a major factor. Pressure 
from outside also played a role. Foreign 
publishers were sometimes reluctant to 
deal with Indian firms and kept up a 
steady drumbeat of criticism. 

In the past decade, Taiwan has gone 
through a similar transition. Book pi- 
racy was at one time rampant. It has by 
no means been totally extinguished and 
copyright protections in Taiwan are still 
somewhat weak. However, as Taiwan 


evolution’ is. . . a recognition 
by Asian countries that they —— 


etwork and that — 
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Pirated music tapes on sale in Indonesia. 


etre a a Mart rer hr aa aratri HAN aaa rrr rater tN A meer remi Bay atta Aen RE ARIS 
































cated, there was an acceptance of the 
need for regulation through copyright. 


Perhaps more important, "low-tech" 
Taiwan-based computer pirates were 
replaced by local companies developing 
their own technologies which needed to 
deal with overseas firms. To do this, 
Taiwan had to shed its image as a 
“knowledge outcast.” 

The Asian “copyright revolution" is 
extraordinarily significant. It is a recog- 
nition by Asian countries that they have 
joined the international knowledge net- 
work and that they are producers as well 
as consumers of knowledge. They rec- 
ognise that they must regulate the trade 


in knowledge, whether tt is the import 

and export of books or the licensing of _ 
computer technology or biomedical - 
innovations. Asian nations, including |: 
Japan, are still largely using basic re- |. 
search developed first in the West, and | 


primarily in the US. Japan, however, 


has long been a leader in creating practi- | 


cal applications for basic research. This 
technological ability is spreading to 


and Japan is becoming an important 
producer of basic research. In this con- 
text, support for copyright makes sense. 


Piracy may continue to exist at the | 


margins and in areas of no special sig- 


nificance. Fake Gucci handbags and > 


Rolex watches will no doubt be avail- 
able for a long time. But where it 
counts, copyright 
trenched as a concept and as a practice. 
Compliance may be spotty and under- 
standing of the complexities of the sys- 
tem incomplete. The current situation 
in Singapore is an example of this. 
One can find basic acceptance of 


copyright as a legal and intellectual con- | 
cept. At the same time, elements of the. 


old pirate trade continue. And, as inthe 


case of the new Singapore law permit- a 


ting the photocopying of restricted pub- 
lications, there is incomplete under- 
standing of the nuances of copyright. 
Yet it is clear that Asia is moving toward 
the copyright era. This is a sign of intel- 


South Korea, Taiwan and Singapore, | 


has become en- 









. The People’s Republic of 


<- China Year-Book 1987 

The People's Republic of China Year- 
Book 1987 is not only fascinating reading 
for those with social and cultural interests in 
China, but an esseritial reference for 
people with business dealings in the 

. country. 


What is it? 


This classic volutne with over 750 pages 
singularly offers the most complete guide 
to every aspect of life within China 
_ available today. Its contents range from 

. the people and culture to economics, 
finance, trade, politics, education, science 
and technology. Plus countless other 


|... subjects covered in precise detail. 
. . tis the culmination of thousands of hours 
In research invested by the New China 


News Ltd., professionals who know the 
‘country intimately. The result is a 
-¢yclopaedia of unparalleled insight and 

- "information. 


Who needs it? 
If you have any interests in China at all 
then you'll find the People's 
Republic of China Year-Book 
1987 to be an essential 
companion. And, because 

it is completely indexed, it 

is a particularly helpful 
reference for students, 
professors and people conducting 
business in or with the country. 





Together these two classics 
will bring you all the 
information about China 


you will ever need to know: 


€ Thousands of pages of detailed 


data examining the changing face of 


China. 


€ Expositions, speeches and articles 


contributed by authoritarians, 
pertaining to the exciting market 


potential and business opportunities 


avallable in China. 


e Hundreds of photographs and 
illustrations of interest. 


€ Two systematic and valuable 
references for those with business 
dealings in China. 

























The Almanac of China' : 


China's s trade e olds with the rest of 
the world have never offered more 
opportunities than they do today. The 
country represents ; an unprecedented 
potential - an. expanding. market 
equivalent to one quarter of mankind. 
And yet, data on this rapidly growing 
economy has, until recently, been scant 
and unreliable, —. 

Now, there is one book that 
encapsulates. every detail relevant to a 
businessman conducting dealings with 
China ~ The Almanac of China's - 
Foreign Economic Relations & Trade. 


What is it? 

The Almanac records articles and data 
contributed by leading scholars and 
authoritarians as well as representatives 
from China's Foreign Economic Relations 
and Trade Department. Its contents are 
extensive and detailed, systematically 
laid-out for ease of reference. It includes 








| vital information to businessmen, such 


as trade policies and 
, restrictions, and even 
f offers listings of potential 
ty joint-venture partners. 


Who needs it? 
The Almanac is absolutely 
vital to anyone thinking of, 
. . Of already involved in, 
P business relations with 
. China. It is also a fascinating 
record of the changing face of 
. China's trade policies. Not only . 
is it one of the few books that 
offers an accurate view of China's 
economy but it is also the most 
p-to-date documentation of this data. 


To take advantage of this opportunity simply clip and mail this coupon to: 


^ p: Fi. 


Publications Division, Review Publishing Company Ltd., GPO Box 160, Hong Kong. 





A ( Please send ... copy(s) of The 


People's Republic of China Year- 


| 

| 

| Book 1987 for which I enclose 

| US$95/HK$740 per copy. For 
2 | surface mail delivery add 

| 

| 

| 

| 






US$6/HK$47, for airmail delivery 


add US$22/HK$170. 


(Please print in block letters) 
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B O Please send ... copy(s) of The 
Almanac of China's Foreign 
Economic Relations & Trade 
1987 for which I enclose 
US$79/HK$615 per copy. For 
surface mail delivery add 
US$6/HK$47, for airmáil 
delivery add US$22/HK$170. 








Send to: Name: 
* Vg ERE SELLE EES KU e RO SES Rodi do bond mew i ee SSeS ORE CR COR ACA ewe 66. 056-8 Sa, RSS Wwe A RlE we EUR A QoS ARCU VR 
Address: 
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CO Please send ... copy(s) each of both 


54 


| 
The People’s Republic of China | 
Year-Book 1987 and The . 
Almanac of China's Foreign | 
Economic Relations & Trade 1987 | 
for which I enclose _ 
US$174/HK$1,355 per set. | 
| 
| 
| 
| 





For surface mail delivery add 
US$12/HK$94, for. airmail delivery 
add US$44/HK$340. 






















'okyo really quake-proof? 


> WHEN the Japanese say they are 
“unique,” they really mean that they be- 
lieve they are superior, as it is no great 
insight to realise that each country is dif- 
i feren rom the other. In the world of fi- 
: verystockmarket is unique, but 
kyo Stock Exchange (TSE) is 
than others. How could it be 
se when it behaves as if the Oc- 
ash never happened? 

after the bang and wallop last 
October came the belief that world 
ity markets were entering an ice age. 

hen it dawned on some that Tokyo had 
not followed other bourses into the 
freezer. Ergo, a collapse of Japanese 
ire prices would be the trigger for the 
| equivalent of the nuclear winter that did 
. | not quite come about when Wall Street 

| dived on that unforgettable Monday. 
! 


sign that investors are more interested | 
in fundamentals, of which the most fun- 
damental is the fact that the Japanese 
economy will continue to grow faster 
than its developed country rivals — by 
at least 3.7% in the current fiscal year, 
ending in March, and by 3.8% in fiscal 
1988, says the government. 

It was the second section which re- 
sponded quickest to the burgeoning re- 
covery last April (REVIEW, 22 Oct. '87) 
and, with less emphasis on highly liquid 
stocks, companies in the second section 
were a natural home for investment. To 
add to the attraction, the average pros- 
pective price-earnings ratio of the sec- 
ond section is 51 compared with 61 on 
the big board. 

The biggest beneficiary has been 
Nippon Avionics, a defence-related 
company listed on 9 February. 
Euphoria was so great that no sellers 
could be found for the first eight trading 
days, after which the price promptly tre- 
bled. Nippon Avionics was one of 11 
new listings since December which 
helped push up the market and, in turn, 
shares in the same industries on the big- 
| ger section, because there is no room on 
the smaller one for the large institu- 
tional investors. 

Turnover on the big board is 30-40 
times that of the second section and 
has been growing healthily since mid- 
month, exceeding a billion shares in one 
day for the first time since the crash. 
| Along with Japanese investment trusts, 
foreigners are beginning to return — at 
least those gaijin persuaded that Japan 
really is different. Among them is GT 
Investment Fund, a global portfolio, 
which has increased its investment in Ja- 
panese equities to 42% of the total from 
10% in mid-October. 

Last time it was New York which suf- 
fered the earthquake and Tokyo only 
felt a tremor. We will not know whether - 
Japan's stockmarkets really are unique 
until there is a financial earthquake on 
their doorstep, this being the only sure 
way to test the soundness of the edifice. 
Meanwhile, we will have to take 
the builders' assurances on trust. 
€ ONE area of potential mistrust is 
that of insider trading. After the Ivan 
Boesky scandal on Wall Street, nobody 
would say that the practice is more pre- 
valent in Japan than in the West. Or is it 
simply that this form of fraud is easier to 
get away with in Tokyo? The Securities 
and Exchange Law contains three arti- 
cles that prohibit insider trading, but 
there has never been a criminal prosecu- 
tion for the offence, in part because the 
existing legislation is so vaguely worded 
and has hardly been zealously enforced. 

It took the Tateho affair last Sep- 
tember, in which the eponymous com- 















Some people are still talking about 
the "globalisation" of financial markets, 
when the main change is the speed 
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TSE VS THE WORLD 
(Nikkei index comparedto _ 


Morgan Stanley Capital 
International world index) 













Oe 
'87 S oO N D '88J F 
Source:Morgan Stanley Capital International (in US$). 







B REVIEWGRAPH by Gamy Lee 
| with which information is moving. 
Stockmarkets remain distinct, but data 
. has never respected territorial integrity. 
“| Back in the 1896 US presidential elec- 
| tion, New York's stockbrokers opened 
for after-hours trading so that their 
clients could trade US stocks in London 
| based onthe early voting returns. 
| "This time the globalists will have 
.| missed the fact that the Nikkei index in 
.| Tokyo on 22 February was 13% above 
<- its close on Black Tuesday and only 7% 

below its all-time high of 14 October. 
Tokyo is the only stockmarket to have 
outperformed the Morgan Stanley Cap- 
/ | ital International index of world bourses 
- | since October (in US dollar terms). This 
time last 606 the Nikkei was hovering 
around 20,000 and is now within spitting 
distance of 25,000. 
For once, the humbler TSE second 
section has outshone its bigger bedfel- 
. | low. On 22 ore. it closed a record 
.] of 2,915.52, 4% higher than just be- 
| fore the crash. Interpret this as a 



















pany's bank sold a large block. of its 
shares the day before Tateho an- 
nounced large losses on bond-futures 
trading, to prompt the Finance Mini 
into considering tighter rules on insid 
trading. À special committee set up to 
look into the matter has now recor 
mended tougher amendments to the 
law which, it is claimed, will put Jap: 
roughly on a par with. the regulations in 
the US. The changes will be introduced 
into the current session of the Diet... - 
The proposal has been applauded by 
the US which, since May 1986, has been 
able formally to swap information: on 
insider trading with the Japanese au- 
thorities. Among those who welcomed . 
the recommendations is David Ruder, 
the chairman of the US Securities and | 
Exchange Commission. During a visit |. 
to Tokyo a few days before the report | 
was published, he was asked by a jour- |. 
nalist whether there was a chance of |. 
coming up with a common international | 
definition of insider trading. | 
Ruders answer was unusually 
categorical: “It is extremely important 
that each country’s culture be respected 
by the other. We do not seek to force 
our definitions of insider trading upon |... 
the Japanese and we expect the defini- 1 
tions as constructed in this country will | 
accurately reflect the cultural differ- | : 
ences between our countries. Certainly, ds 
the better word is ‘comparable’ or ‘simi- t 
lar." T 
Nobody is expecting Japan. to co yok 
US, or any other, legislation word for |- 
word, but it would have been morereas- |. 
| suring if there was a strong declaration |. 
of the desire to come as close as possible. |. 
to an international definition of insider | 
trading. This form of trickery negates. 
the basic concept of an equity marketas | 
a place where every investor has equal . | 
access to the same information — and |: 
that is a point which can be translated CES 
into every language. 
€ IF anybody thought that the tighter 
guidelines for commercial banks' capi- 
tal-asset ratios drawn up by the Bar 
for International Settlements (BIS) 
| (REVIEW, 24 Dec. '87) would dramati- . 
cally slow the growth of Japanese | 
banks, they need only look as far as. |. 
Bank of Tokyo's recent acquisition of - 
Union Bank of California for US$750 - 
million. Such morsels are impossible to | 
resist with the US dollar worth only - 
¥130. According to BIS, Japanese 
banks held external assets wor 
US$1.4 trillion as of last Septem 
35% of the total, compared ^ 
US$630 billion held by US banks. 
meet the guidelines, the Japanese w 
probably find ways to sell assets, as: 
as to raise fresh capital, and they wi i 
still be out on top. 



















he New Zealand Securities Com- 

mission, with backing from the New 
| Zealand Stock Exchange (NZSE ), is in- 
| vestigating a complex deal involving the 
| merger of the eighth-biggest company 

Lion Corp., New Zealand's biggest 
| brewing and accommodation companv, 
| and ninth-biggest L. D. Nathan, a 
major retail chain. This probe follows 
an order by Attorney-General Geoffrey 
Palmer to investigate complex dealings 
| leading to a merger between New Zea- 
| land's fourth-biggest company, New 
| Zealand Forest Products (NZFP), and 
. Elders Resources of Australia. 
The investigations indicate how sen- 
. Sitive authorities have become to 

charges about having allowed a “Wild 
West" mentality into the sharemarket 
^| --asensitivity shared by an increasingly 
.| nervous and sceptical public. | 

Nine listed companies have been put 
into receivership since the crash here on 
20 October. Another three former high- 
flying investment companies have be- 
come technically insolvent, saved from 
receivership only by hasty rescue pack- 
ages. Eight stockbrokers have been 
forced to stop trading because of lack of 
funds to guarantee purchases and only 
one so far has been able to restructure 
its capital base well enough to return to 
the trading floor. 

The reasons are many — among 
them the high proportion of highly 
leveraged companies which drove the 
market to dizzying heights in 1986 and 
then again briefly in mid-1987. Another 
| factor was a bewilderingly complex 

. range of cross-shareholding deals, often 
done in secret and in some cases thinly 
disguised means of getting round a legal 













. By Paul Handley in Bangkok 


=- F [S and European investors gave a 
- \w# strong nod of assent to the Thai 
- market on 18 February by oversubscrib- 
ing the Thai Fund, the second overseas 
closed-end fund dedicated to the Thai 
market launched this year, by nearly 
- US$20 million. Listed on the New York 
- Stock Exchange, the fund sold 8.33 mil- 
| lion shares at US$12 each in the initial 
|. Offering, including about 2.9 million 
Shares in Europe. 
Its managers — the Mutual Fund 


| 


| 
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Behind closed doors 
New Zealand investigates private share and merger deals 


a By Rosalie Neison and Colin James in Wellington 


ban on companies buying their own 
shares. 

As this began to unravel in late Oc- 
tober, the market fell as sharply as it had 
been driven up. Between 19 October 
and 18 February it fell 5095, nearly 
three times the fall on Wall Street. 
Compared with the peak of 3,968.89 on 
18 September, the Barclays 40-stock 
index fell 5795 to 
1,720.38. 

The most spectacular | 
crash was that of Judge 
Corp., designed as a 
vehicle for investment 
principally in Bruce 
Judge's Australian in- 
vestment company, Aria- 
dne. 

Since the Judge fail- 
ure, most attention has 
focused on the labyrin- 
thine affairs of Rada | 4 
Corp. Rada was formed || 
as an investment com- 
pany by NZFP and ended 
up acting as white knight 
for NZFP against a take- 
over attempt by Fletcher Challenge. 
NZFP has large tracts of forests, pulp- 
and paper-making plants, kraft-paper 
production and board mills. 

Rada was 27% owned by NZFP and 
in turn held 44% of NZFP's shares 
(raised from 2595 when it bought out 
the Australian pulp and paper com- 
pany, Amcor, after the Commerce 
Commission had blocked a proposed 
merger between Amcor and NZFP). 
Other shareholders in Rada were food 
processors Wattie Industries (2596) and 


| 
| 
| 
| 
| 
| 
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Breaking the limit 


. Thai fund enables foreigners to skirt investment curbs 


Co., a subsidiary of the Industrial Fi- 
nance Corp. of Thailand — had expect- 


ed to raise about U$80 million. But sen- | 


timent was overwhelming, brokers say, 
because the Securities Exchange of 
Thailand (SET) is one of the few bright 
spots in world equity markets. 

Even before the results of the sub- 
scription were announced, the SET was 
well into a mini-boom. On 18 February, 
the SET index hit 347.94, up from the 
mid-December post-crash low of 248 
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Crown Corp. (20%). Rada held 49.9% | 











| also 4976 of Newmans 
Group, a long-established tourism com- 
pany, 42% of Fullers Corp., another 
tourism group, 51% of Pro Rada Prop- 
erties and 9% of Pro Rada's associate, 
General Properties. 

Rada had  NZ$975 million 
(US$645.7 million) of debt funding, 
with insufficient cash flow to service it. 
Secret loans totalling NZ$137 million 
were fed by Newmans and Pro Rada. A 
plan to list in Australia fell apart when 
the crash hit, as did its funding. 

NZFP and Rada have bailed out in a 
deal with Elders IXL, in which NZFP 
has bought out an Elders subsidiary, El- 
ders Resources, in a reverse takeover 
which effectively transferred control to 
Elders and at a hefty 
| price. 

But Rada is not out of 
trouble yet. Crown is 
| suing it for allegedly not 

settling complex contrac- 
tual share deals, in part 
related to the plans to list 
in Australia. At the same 
time, Rada's remaining 
assets are being stripped: 
/"Wa | on 19 February it put up 
IE for sale its holdings in 
$ Newmans, Fullers, Pro 
&| Rada and General Prop- 
A erties. 
^s. B One problem for 
SKETCHES by monang | Eiders and NZEP was 
= Fletcher — Challenge’s 
| 19.9% holding in NZFP built up during 
its futile takeover battle — also blocked 
| by the Commerce Commission — be- 
| cause it would create a monopoly in 
| some products. Fletcher threatened 
legal action to block the Elders-NZFP 
deal, but eventually settled when NZFP 
agreed to sell it 20,000 ha of planted 
| forest and its hardwood and plywood 
business for NZ$240 million. Fletcher 
has now sold its NZFP stake to a joint- 
venture company controlled by Elders 
IXL and Fletcher. 
On a lesser scale, but representative 


of Crown and also 49% 
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and from 318 at the ! beginning of Feb- 
ruary. Reaction after the initial offering 
drove the SET to close at 362.79 on 22 


levels only seen in September and 

| October. 
The Thai Fund is the second of the 
Mutual Fund Co.'s overseas funds. The 
technical advisers to the 25-year matur- 


| ity fund are Morgan Stanley Assets 
| management, with underwriters Salo- 
| mon Brothers Inc., International Fi- 
| nance Corp. (a World Bank unit), 
| Deutsch Bank Capital Corp., and Mor- 
| gan Stanley & Co. Inc. The involvement 
_ of the Mutual Fund as manager enables 
| the fund to register securities as owned 
| by Thais, skirting the limits to foreign 
| ownership. This means the fund does 
| not have to compete for the tight supply 
| of scrip available to foreign investors, 
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February, on trading that reached . 
| 
| 
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much activity predicated on a rising 
narket, is the fate of Charter Corp. 
ter. was developed out of a small 
sctionery manufacturer, Regina 
nfections, which it used to raise capi- 
tal to go on an investment spree. Char- 
ter typified a spirit that allowed a range 
-of “glamour stocks" — in such exotic ac- 
‘tivities as salmon farming and goat and 
llama breeding — to float successfully 
and profitably in a bull market. 
. . Charter expanded from confection- 
including 















into. many sectors, 
-foreign-exchange trading and specula- 
ive gold mining. Many were poor per- 
rs and Charter bankrolled them 
e back of Regina. In mid-1987, it 
over Arpac International, a goat- 
ama-breeding company which had 
-run into difficulty because disease pre- 
-vented imports of stock from Chile. The 
stockmarket crash left Charter unable 
to refund its borrowing from banks. 
"Charter went into receivership in 
- December, two days before Arpac. Re- 
gina is now also in receivership because 
^ of a loan which was jointly guaranteed 
with Charter. Regina's creditor, West- 
pac Merchant Finance, a subsidiary of 
the big trading bank, Westpac, is now 
aiming to sell what was essentially a 
sound company until Charter's involve- 
ment. Charter meanwhile has been res- 
cued by Como Corp., a small invest- 
ment company, which bought from AA 
~ Mutual its 30% holding in Charter and 
took over its debentures. 








he involvement of Westpac and AA 

Mutual in that saga illustrates 
another problem: the knock-on impact 
of company failures on the banks and 
other financial institutions that funded 
them. Two small operators, investment 
bank Investment Finance Corp. and 
merchant bank Strategic Capital, have 
gone into receivership. 

Next down the list are the broking 
houses. To sustain the pre-crash 
number of brokers, around NZ$15 mil- 
lion turnover is needed daily on the 


and traded on a separate foreign board. 
_.. The advantage is important. Both 
| the Bangkok Fund, launched in 1985 by 
| Merrill Lynch and Cazenove and Co. 
| and managed by Bangkok First Invest- 
| ment and Trust, and the US$40 million 
| Siam Fund, launched in January by 
| Banque Indosuez, have to trade on the 
|. foreign board when shares in a parti- 
cular company have hit the foreign- 
| shareholding maximum (25% of all 
listed shares in banks, for instance). For 
|. the market's premium blue chip, Siam 
| Cement, the foreign-board price has ho- 
| vered at 10-20% above the regular 
board price in recent weeks. 
Two more overseas funds, also to be 
| managed by the Mutual Fund, are im- 
| minent. The Thai-Euro Fund, to be of- 
:| fered in London by Lloyds Investment 
| Managers, and the Thailand Growth 























good day produces around NZ$9 mil- 
lion — most days are well below that. 

In addition, some brokers have been 
saddled with bad debts and losses on 
shares held in house accounts. Others 
were caught with inflated scrip staff as 
they attempted to process the huge vol- 
ume of transactions that built up in 
1986, leaving some scrip transactions 
uncompleted for up to 18 months. Eight 
brokers have been suspended, including 
National Pacific Securities (formerly 
Renouf Partners), one of the partners of 
which is Rex Pearson, president of the 
NZSE at the time and now its full-time 
director of development. 

On top of that, some brokers had 
other equity partners, 
raising questions as to 
whether the brokers' ad- 
vice was entirely disin- 
terested. Paine Belcher 
(a broker which was sus- 
pended on 24 December 
because it could not 
cover its transactions but 
which has since been 
reinstated after recon- 
stituting its capital base), 
had a substantial cross- 
shareholding and shared 
a chairman and manag- 
ing director with an in- 
vestment company, Beta 
Corp. 

The phenomenon is 
not over yet. On 8 February, a public 
agricultural company controlled by the 
family of Allan Hawkins, chairman of 
the investment company Equiticorp — 
which has subsidiaries in Australia and 
Hongkong and investments in a number 
of other countries and has so far ridden 
out the crash — bought the Auckland 
office of troubled broker MB Stock- 
brokers to get a foot in the trade. 

As the complex secret dealings 
gradually come to light as companies 
fail, questions are being asked by invest- 
ors and authorities as to how the market 


Fund, to be sold in Tokyo to Japanese 
investors, will both be about US$40-50 
million in size. 


he rush of foreign funds, most of 

which were already being organised 
at the time of the October crash, has 
renewed concerns about the level of 
foreign investment in the market. Some 
local investors worry that the influx of 
demand on the local board will soak up 
scrip availability like it did on the 


foreign board, overheating the market | 


as it did in September-October. 
SET officials acknowledge the pres- 


sure, especially on blue chips with a | 
large capital base in the market. The | 


market authority is pushing the govern- 
ment to list several state-controlled en- 
terprises within the year, and is also 
prodding several private-sector firms, 


market, according to analysts. Now, a | could have got itself into suc | 


| 
| 
| 
| 
| 
| 
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including Thai-Japanese joint ventures 


| clude Thai Oil and Bangchak Petro- 


| Thai's expansion plans are holding up 






One answer: successive governme 
have underfunded the Securities Con 
mission and the corporate division ol 
the Justice Department, and not given 
them adequate powers while loading 
them with inquiries and watchdog 
duties. oe 
The NZSE has done little better at 
self-regulation. Breaches of listing re- 
quirements brought little more than a 
slap on the hand in many instances. Ac- 
countants did not help: creative ac- 
counting practices often concealed the 
real position of companies from all but. . 
skilled analysts. — uu edd 
But the NZSE has begun to move. 
On 11 February, it demanc m. 
companies a pro-forn 
| balance-sheet  detai 
sharemarket losses. i 
| its annual meeting on 1 
14 February, it set a ne 
rule that brokers mus: 
| have a minimum NZ$I. 
million equity and equity. |. 
equal to 5% of external |. 
liabilities. It is reviewing. | 
its listing requirements |. 
andintendstostrengthen |. 
| reporting demands and |. 
| to increase penalties for | . 
mem | miscreants, possibly in- 
M cluding prosecuting com- 
pany directors. 
Two outsiders. are to 
join the NZSE councils- 
executive committee and the exchange |. 
is considering switching to a corporate. 
structure. The adequacy of client ad- |- 
visers’ qualifications is to be studied and | 
the number of trading floors (now onein= | 
each of four cities) is being reviewed. |. 
The government is also moving. A |. 
Securities Commission report on 28 De- | 
cember recommending tight.controls on: | 
insider trading is likely to be acted on - 
early this year, and the panel's budget | 
will rise by some 40%. The government || - 
has also ordered the Rada investiga- |. 
tion. B: cee 















































































to list. Altogether, the market plans 20. 
new listings this year with a combined- 
capital of Baht 6 billion (US$237.2 mìl- — 
lion), most of which would be absorbed 
by the government-controlled firms. 
New-share issues by currently listed |. 
companies in 1988 are expected to ab- |. 
sorb another Baht 6.3 billion. 23 

Likely candidates for new listings in- - 


leum, both oil refineries controlled by . 
the government but with significant pri- | 
vate shareholdings. But flag carrier |. 
Thai International, a major target of the 
SET, is unlikely to join the market Mad 
that 





year. One SET source suggested. 
the current dispute between the a 
and the Communications Ministr 





plans to float on the SET. 
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Manila to speed up approval of loan-financed projects 


By Jose Galang in Manila 
T Philippine Government hopes 
that a new system for making sure 
that local-development projects receive 
foreign financing more speedily will win 
approval from the country's traditional 
sources of credit. If it does, the govern- 
ment hopes the World Bank and IMF 
will grant the Philippines new loans. 
The government presented to a visit- 
ing World Bank mission in mid-Feb- 
ruary a system that would ensure that 
projects are identified and studied and 
that financing schedules are properly 


E implemented and monitored. Foreign | 
| lending institutions, including the World 
| Bank, had earlier criticised Manila for 


its slow absorption of available financ- 


-.| ing that could help raise economic ac- 


tivity (REVIEW, 4 Feb.). Many of these 
projects were under the pump-primirg 
programme designed to lead the econ- 
omy towards sustained recovery. 

The World Bank mission was also in 
the country to evaluate the Philippines' 
performance under a US$300 million 
economic-recovery loan scheme ap- 
proved in March 1987. The loan is to be 
released in three tranches of US$100 
million each until 1989, based on certain 
conditions. Compliance for the second 
tranche, due this year, includes reforms 
in the tax system and continuation of a 
trade-liberalisation strategy. 

The Philippine Government pre- 
sented four new projects for possible 
World Bank funding. The government 
wants a US$175 million loan for a hous- 
ing-sector reform programme, US$150 
for a government corporate-sector re- 
form programme, US$144 million for a 
geothermal-power project, and US$60 
million for irrigation projects. 

Under the new foreign-financing sys- 
tem each department is to set up an or- 
ganisation that will ensure the smooth 
. flow of planning and actual work. Each 


|| project is to be thoroughly defined and 


-dts contribution to overall development 
efforts evaluated. Each government 
unit is required to prepare a list of pro- 
jects it is working on and planning up to 
five years ahead. A monitoring system 
requires monthly updates. 

Finance Secretary Vicente Jayme, 


< | who heads a project-facilitation com- 


| mittee set up by President Corazon 
| Aquino in December, says that the 
Philippine system will be “among the 
.| very few in the world" created to tackle 
«| problems of this nature, which are com- 
| mon in developing countries. The 
-| World Bank is expected to announce its 
| assessment of the Philippine model 
| around the end of February. 

|... Under the trade-liberalisation pro- 





ciency. 


gramme being pushed by the World 
Bank, the Philippine Government has 
lifted tariffs and non-tariff barriers on 


1,232 import products. A second phase, - 


due to start in July, is to ease tariffs on 
635 items. Many of these products, 
however, affect sensitive local indus- 
tries and public opinion is divided on al- 
lowing the easier entry of imports. 


Congress passed a bill in January in- 
creasing tariff rates on garment imports 
to 7576, to protect the domestic produc- 


| 


i 
ers. However, Aquino vetoed the mea- | 


sure. Administration officials are argu- 
ing for tariffs of not more than 5095, a 


stance that tallies with 
World Bank propo- 
sals. Some legislators 
believe that rates of 
more than 5076 only 
serve to encourage 
smuggling and ineffi- 


The controversial 
value-added tax sys- 
tem, which seeksto sim- 
plify the local sales-tax 
structure to a uniform 
rate of 1095 from the 
previous  four-tiered 
system, is part of the 
reforms in the tax sec- 
tor. Under the old sys- 
tem, indirect taxes 
levied on manufactur- 
ers and traders com- 
prised close to 60% of 
total collections, but 
these were passed on 
to the consumers just 
the same. The value- 
added tax, according to tax officials, 
seeks to reduce indirect taxes. 


i e implementation of the new tax 
policy has been rather spotty, how- 
ever. Price increases were effected ar- 
bitrarily by traders, mostly on the retail 
level, owing to ignorance of the new sys- 
tem. The success of the value-added tax 
system could lead to the removal of a 
gross-receipts tax on bank lendings, 
which was intended to encourage term- 
lendings, but only became an added cost 
to the borrowers. It is the most effi- 
ciently collected tax, and the govern- 
ment wants to make sure its removal 
does not lead to lower collections. 

The World Bank visit followed a 
late-January IMF appraisal of the eco- 
nomic performance under a standby- 
credit arrangement, originally sche- 
duled to run until end-March. A final 
tranche of some US$95.6 million will be 
drawable after a favourable assessment. 


| 





Loans needed for irrigation projects. 








. Philippines » missed. monetary 
targets at end-1987 that would have 
triggered approval of the tranche. A 
new review is set for end-March. 

The IMF forecasts a Philippine over- 
all balance-of-payments deficit of 
around US$514 million this vear, which 
will have to be covered by foreign loans 
and investments for the economy to 
achieve its targeted growth rate of 6- 
7%. While exports are projected to 
grow to around US$6.4 billion this vear, 
imports are expected to grow by a big- 
ger rate, as a result of the continued in- 
crease in manufacturing growth. Indus- 
trial activity has surged to near-capacity 
levels and capital imports are being 
lined up. The target figure for foreign 
investments is US$1 billion, which ap- 
pears ambitious given the 1986 total of 
some US$125 million. 

For its end-March review, the IMF 
has agreed to expansionary targets for 
the Philippine Government, including 

....., increases in net inter- 
national reserves and 
base-money ceilings. 
The Central Bank of 
the Philippines report- 
ed a deficit of US$700 
million in the net inter- 
national reserves, as 
against the original 
ceiling of US$300 mil- 
lion. The base-money 
ceiling of P61 billion 
(US$2.4 billion), on 
the other hand, was 
overshot by P400 mil- 
| lion. 
| in the weeks fol- 
lowing the visits of the 
IMF and World Bank 
teams, the peso's rate 
against the US dollar 
declined dramatically. 
By 23 February, the 
rate stood at P21.04: 
US$1, compared with 
P20.844:US$1 during 
most of early February. The rate had 
dropped by 1.17% from its level of 
P20.796:US$1 at the start of the year. 
Monetary authorities did not intervene, 
as they had done when speculative pres- 
sure attacked the peso in October 1987. 

The latest peso rate was close to the 
projection of 221.30:US$1 contained in 
the Philippine Government’s papers 
presented to the IMF during the 
standby-facility review. It was also 
generally in line with independent 
economists’ projections of a rate of 
P22:US$1 by end-1988. 

While the government target of a 6- 
7% economic growth rate for 1988 is 
met generally with scepticism, the re- 
cent accommodating stance by the 
World Bank and the IMF may provide 
the signal for a major rise in foreign in- 
vestments, a vital ingredient for the re- 
covery. But another serious convulsion 
on the political or security fronts could 
again stifle that projected growth. J 
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‘ingapore’s robust economic expan- 
sion is expected to slacken this year, 
“with many economists forecasting 
^| growth in the region of 3-6% , compared 
se with an estimated 8.6% in 1987. 
3 Signs of the anticipated slowdown 
vere already evident in third-quarter 
figures for new manufacturing invest- 
ments last year. There was a net decline 
jew, non-oil investment commit- 
ts compared to the same period 
year ago as a result of a 21.8% reduc- 
.| tion in new foreign investments, though 
-| local investments increased sharply by 
| 237.5%, according to government fig- 
¿| ures. Foreign investment, at S$1.12 bil- 
.| lion (US$555 million), made up the bulk 
<i of new investment of $$1.32 billion. 

.. The manufacturing sector, which led 
. recovery in 1987 after two years of re- 
cession, is likely to be threatened this 
year by intensifying protectionism and 
an economic slowdown in world mar- 
kets, as well as October's world-wide 
stockmarket crash. 

Exports were helped by strong de- 
mand from the US, the EC, Malaysia 
. and Japan for such items as computers, 

textiles, telecommunications and chem- 

icals. Domestic demand was seen 

mostly in raw materials, electronic 
| goods and parts and textiles. 

Full-year trade recovered sharply, 
by 23%, after 1986's decline — exports 
grew to S$60.26 billion and i imports rose 
to S$68.41 billion — though the trade 
deficit has also widened. 

Telecommunications equipment led 








domestic-export growth in the J anuary- 
November period, with a 70% rise on a 
year ago to S$1.34 billion. Electronic 
" components and radio and TV receivers 
did well, too, with exports rising 20% to 


S$3.19 billion and 26 % to S$1.97 billion, 


. respectively, in the 11-month period, ac- * 


' pace slackens 


cording to Singapore’s Department of 
Statistics. Clothing and chemical ex- 
ports also rose substantially. Oil-pro- 
duct exports, however, were flat at 
S$8.37 billion in the January-November 
period. 

Dramatic growth was recorded in 
imports of office machines, up sharply 
at around 37% in the 11-month period 
to $$2.83 billion, petroleum products, 
up 30% to S$3. 63 billion, and textiles, 
up 22% to S$2 billion. 

The US, Singapore's No. 1 trading 
partner, absorbed S$13.2 billion worth | 
of goods in the 11-month period, while | 
sales to the island republic amounted to 
S$9.1 billion. Japan, the second-biggest 
trading partner, took S$4.8 billion 
worth of goods and sold S$12.7 billion. 


| REGAINING MOMENTUM | 


(Trade trends) 


(S$ billion) 
70° | 


1985 1986 


Imports [Exports [f 
(CIF) - (FOB) 


Source: Singapore Trade Statistics. 
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REVIEWDIAGRAM by Ricky Hui and Ivan Kwong 


% % change | Dividend 
on i (prev.) 


ing to non-bank custome - 
| 5.6% in October from a year ago 

B to manufacturers predictably increased | 
B by a hefty 18% while those to the con- | o 
E struction sector fell 5%. m 


E tinues to be good. 


| Singapore's 


| Chinese Bankin 
| seas Union Bank both recorded profit 
B increases of 26% and 44%, respectively. 


B be strong. 
















Manufacturing's upbeat perform- 
ance rubbed off on other sectors as. 
well, with the exception of construction 
which continued to slump, reflecting a 
lack of public-sector contracts, some | 
economists say. The property market, on 
however, appeared to have bottomed - E 
out with overall prices showing a 10% | 
increase over 1986. Commerce, trans- | 
port and communications and financial Y 
services all did well, but they were still. | 
nowhere near manufacturing’ S double- - 
digit income growth. | 2 

Unemployment was à manag 
3.6% last year, while inflation ho 
at a low 1-1.4%. Interest ra 
stable throughout the year, with 
prime holding at around 6% for mo: 
the year. The Singapore dollar c 
under pressure amid a weakening g 
back and appreciated by as much as 
to around $$2.04:US$1 over the y 

Money supply by all defin HONS 1 













Singapore's credit standing con- 
setn its reviving economy, | 

our main banks all report- | 
ed sharply improved half-year results. | 
The Development Bank of Singapore |. 
recorded a 59% jump in profits to |. | 
$$82.9 million and the United Overseas | 
Bank posted a 65% increase in earnings 
to $$85.1 million, while the Oversea- 


Corp. and the Over- 


Although the recent stockmarket 
crash may strain the financial resources 
of some banks, analysts believe that 


B growth prospects remain good this year 
| and that loan demand will continue to 


— Elizabeth Cheng | | 


Comment 


H31 Dec. A$272.1m 
(US$195.8m) 


Y 31 Dec. | Kina93. — 
| (US$104m) 


A$102.2m 
(US$73.5m) 


¥11.2b 
(US$86.2m) 


H 31 Dec. 


+129.4 


Sumitomo 
Chemical 


oo Y 31 Dec. Sd 9m 
S$7.9m) 


= x 
(US$3.9b) 


NZ$152.9m 


ae 3m) 
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Brewing and agribusiness operations pushed up ne 
Finance-group results rose despite stockmarket crash. 


Second-half results should match year earlier despite : 
Strong yen and protectionism as domestic market expands 


Group wrote down A$501m on value of isted-company 
holdings, including BHP and Standard Chartered. 


| Rising copper and gold prices pushed profit to highest level 


(Toea7) | since 1974. Outstanding borrowings fell to Kina 2.9m. 


3.75 Ac 
(4.5 Ag) 


EA 


432.5 x: 
(6 NZc) 


"vs year-eartier profit of A$84.Am. 


Dramatic turnaround in US, improvement in Australia, 
Europe buoyed results. New Zealand continued to lag. 


Recovery in world petrochemical prices, combined. with 
lower production costs buoyed profits. 


Loss provisions from world stockmarket collapse hut 
peraman One-for-two cash issue proposed. 


7s year-eartier p : 





22 Feb. 

USS? WORTH 
Australia dollar 
Britain pound 
Canada dollar 

France franc 
Hongkong dollar 
india rupee 
indonesia rupiah 
Japan yen 
Malaysia dollar 
New Zeaiand dolar 
Pakistan rupee 
Philippines peso 
Singapore dolar 
South Korea won 
SriLanka rupee 
Switzeriand franc 
Taiwan 
Thailand baht 
West Germany 


Bangladesh 
Brunei 
Burma 
Macau 
Nepal 
Papua N.G. 


NT dolar 


CURRENCIES 


Banknote | Spot 
ratet | rate! 
1.386 

0.566 

1.266 

5.72 

7.775 

15.00 
1,550.00 

129.40 


Other: SDR1--US$1.35295, ECU1- 

S$1 = M$1.2855, £1 = HK$13.708, 

3 months forward: Japan ¥ 127,68, 
Hongkong HK$7.728, Singapore S$1.9916, 


F Middle rate *Selling rate 


Mietern aana ia {is 


3months 
agot 
1.457 1.497 
0.558 0.650 
1.313 1.332 
5.665 6.127 
7.776 7.799 
12.88 13.055 
1,650.00 1,644.00 
134.72 153.55 
2.493 2.542 
1.616 1.817 
17.4825 | 16.863 
21.05 . 20.445 
2.029 2.12 
797.20 854.80 
28.93 | 28.571 
1.368 | 1.555 
29.62 ! 34.99 
25.46 25.915 
1.668 1.84 


Year ago! 


Communist 
countries 

China 

US$ -Rmb 3.722 

HK$ - Rmb 0.479 
Soviet Union 

US$ = Rouble 0.6055 
Laos 

US$= New Kip 350.00: 
Vietnam 

US$ Dong 368.00 


m Source: Telerate for spot and forward rates from Asian money markets, Republic Na- 
Dum tional Bank of New York for banknote sellíng rates on the Hongkong market 
and Deak International Ltd for official rates. 


Copper 
Current delivery (Mar.) 
May delivery 
Aluminium 
Current delivery (Feb.) 
Mar. delivery 
Tin 
Cotton 
Current delivery (Mar.) 
. May delivery 
Rubber 


-..-Gurrent delivery (Mar.) 
n May delivery. 
; Paim Oil 
- Current delivery (Mar.) 


epper 
Sarawak Asta blk 100% 
Wheat 
| Current delivery (Mar.) 
May delivery 
Maize 
Current delivery (Mar.) 
May delivery 
Rice 
5% white fob 
Soyabeans 
_ Current delivery (Mar.) 
May delivery 
; Cocoa 
. Current canal (Mar.) 


Sumatran light 
Brent 


COMMODITIES 


Last sale to 22 Feb. 


London 
New York 


London 


Kuala Lumpur 


New York 
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BANGKOK and Seoul rallied strongly, while Tok 
Wall Street rebounded. Other markets d 


BANGKOK: SET officials warned : 

against speculation as trading on 22 | 

. Feb. surged passed the Baht 1b | 

(US$39.5m) mark for the first time |. 

since the October crash. Trading was : 

| Particularly heavy in finance-securities | 

.| Stocks. The SET index rose 26.09 to | 

.| 362.79. G. S. Steel and Dhan Siam Fi- 

nance and Securities led winners, rising 
44.1% and 36.7% respectively. 







HONGKONG: Shares gained in light |. 
trading, spurred by Wall Street's ad- 
vance. The likely announcement of 
strong profit growth in 1987 by local 
firms also helped sentiment. Trading 
. was dominated by property shares. 
In a period cut short by the Chi- 
© nese New Year holiday, volume to- 
talled 491.44m shares, worth HK$1.16b 
(US$184.7m). i. 


TOKYO: Hopes of strong domestic 
growth pushed the Nikkei Index to- 
. wards 25,000 for the first time since the 
|. October crash. Brokers reported the 
heaviest volumes for four months. 
| Kawasaki Steel rose Y5 (4 US cents) to 
 ^F36l and Tokio Fire and Marine 
gained ¥60 to Y2,030. Average daily 
volume was 828.6m shares, worth 
¥977.7b. 


MANILA: Prices ended lower owing to 
lack of investor interest. Analysts said 
the treasury-bill auctions had been 
siphoning off funds from the market. 
. The Manila Composite Index fell 2.7% 
. to 772.24 points. Mining shares led the 
^1 retreat, with Atlas-B falling 3.995 to 
P24.5 (US$1.20). Turnover averaged | 
. P46.87m, down 29.2%, on 577.53m 
shares, down 30.3%. 





















SINGAPORE: Average volume of | 
, 13.5m shares a day, valued at S$23.2m | 
. (USS$11.5m), reflected the miserable ; 
. performance of the market on the third ; 
. day of Chinese New Year — widely re- | 
_ garded as an inauspicious day on which | 
_ to start business. Prices rallied after the 
weekend, with Metro Holdings closing | 
< TO $ cents higher at S$5.65 and Isetan | 
. 18cents up at S$5.10. 


-KUALA LUMPUR: Prices climbed f 
steadily though trading was cut to one- : 
.and-a-half days by the Chinese New | 


: to M$S. 
MAS, which rose 20 cents to M$4.56. 
Volume averaged 10.1m shares, val- 
ied at M$17.8m. | 





rifted following the Lunar New Year holiday. 

















yo edged nearer pre-crash levels in the period to 22 Feb. 


TAIPEI: Prices gained only marginally 

in the holiday shortened one-day 

period as the Chinese New Year 

euphoria gave way to selling pres- 

sure. Turnover fell to NT$14.6b 
| (US$510m). Textile stocks gained, but 
blue chips were generally lower. For- 
mosa Plastics fell by its 3% limit to 
NT$72.50. Far Eastern Textiles rose 
NT$1.50 to NT$68. 





BOMBAY: Share prices plunged late in 
the period on rumours of renewed In 
dian-Pakistan border tensions, and im 
minent tax increases to meet mounting | 
government deficits. Qualms about the 
legitimacy of bourse-arranged financ 
ing for forward transactions also dam 
pened sentiment. Reliance shed Rs 9 
(69 US cents) to Rs 89. Bajaj dropped 
Rs 35 to Rs 385. 



















SEOUL: Prices soared to another high, 
despite continuing selling by institu- 
tions, as individuals continued to pour 
into the market. Steel shares, up 
12.5%, led the way. Securities shares | 
gained 8.7%. Banks, down 4.9%, led | 
losers. Daily volume fell to 9m shares, 
worth Won 155.6b (US$210m). Kang- 
won Industrial was up 1595. Anam In- 
dustrial gained 9,9%. 


AUSTRALIA: The market firmed on f 
strong local support. Index futures 
finished at a premium to the physical 
market for only the second time this 
year. Sentiment was helped by the 
takeover of ACI International. BTR 
Nylex and Dick Pratt won control after 
lifting their offer to A$4.10 (US$2.90). 
A total of 534.5m shares were traded, 
worth A$666.5m. 


























NEW ZEALAND: The Barclays Index 
finished the period at a post-crash low 
of 1,718.44 amid falling interest rates 
and continuing uncertainty over the 
full extent of the crash damage. Brier- 
ley ended the period 11 NZ cents (7US 
cents) down at NZ$1.21. Fletcher 
Challenge fell 3 cents to NZ$4. Vol- 
ume for the period was 45.49m shares, 
worth NZ$34.8m. 
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NEW YORK: Stocks surged close to 
post-crash highs as investor doubts 
about the strength of the recent Wall 
Street rally receded. Analysts, how- 
ever, warned that uncertainties ove 
the economy and interest rates re- 
mained. Semiconductor stocks showed. 
strong gains. The Morgan Stanley Cap 
ital International Index. rose 12.9 to | 
427.6 points in the period to 19 Feb. | 
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ee & Sons, the we UK Estate Agents can assist you to buy, sell, let. 
manage and arrange finance for your UK house or flat. 


Call Philip Jackson on 5-81048 38 or telex 61851 FPDHK HX 
[ ——— BISUACIEC DAVIS Hampton & Sons 


CesT | PROPERTIES UNGTED: 
PARTER ined foo Tuc Exchange Suar " Hang kong. & Attingion Street, London SWIA RE Telex. 28341 





Stuart Hall 
International Program 


XECEP. GAS.C.H. Garage. MUN 

ated and Furnished 18 mths ago. 
until Feb '89 £210.000 Free hold 

iture etc, Bennett Tel. HongKong 


z urnitu Stuart Hall is a leading US girl's 
; Som For Col. Brochure Private Sale. 


preparatory school, grades 8-12. 
The Headmaster will be interview- 
Hani e ing prospective students at: 
rir e Taiwan: Mar. 16-18 Lai Lai 
-PERSON AL Sheraton Hotel, Taipei 
Hong Kong: Mar. 19-21 Prince 
Hotel, Harbour City 
Tokyo: Mar. 25-29 Sakae Inst. 






















| THE E E | l Box 210-SHIP, Staunton, VA 
"DIPLOMAT HOTEL 24401 USA 
|, . 2 CHESHAM STREET 
BELGRAVIA — - 
LONDON SW1X 8 DT This space is reserved for 
TEL: 01-235 1544 Classified 
TELEX: 941 3498 EXECUT G Advertisements 





FAX: 259-6153 
Single: £42.50 + VAT 
Double/Twin: £58.50 + VAT 
All rooms with private facilities. col- 
our television, direct dial telephone, 
hairdryers, coffee and tea makers. 
Substantial breakfast served in 
bedrooms. 





Reservations should be addressed to: 





international Classified Manager 





80 Gloucester Road 
GPO Box 160, Hongkong 
Tel: 5.293123 
Telex: 62497 REVAD HX 












The combined efforts oft x the ‘Far Eastern Economic Review's large and 
highly skilled editorial team have made it the premier source of informa- 
tion for those who do business, or have an interest, in or with Asia. 
As a testimony to the publication's editorial quality, many Review articles 
have, over the years, been reprinted in newspapers, magazines, educa- 
. tional textbooks, newsletters etc throughout the world. 
'. Should you as an editor, publisher or on behalf of an organisation, educa- 
. tional establishment etc wish to enquire about our reprint and copyright 
: charges, please address your correspondence to: 
Managing Director 
|. Review Publishing Company Limited 
| GPO Box 160, Hong Kong 
| ‘Tel: 5-293123 Fax: 5-8656197 Telex: 82804 REVMD HX 
| We welcome enquiries from all interested parties and assure you of our 
| prompt, individual attention. 


.. Readers are recommended 
| to make appropriate enquiries and take appropriate advice be- 


fore sending any money, incurring any expense or entering 
_ into a binding commitment in relation to an advertisement. The 


| Far Eastern Economic Review shall not be liable to any person 
1 for loss or damage incurred or suffered as a result of his/her 
| accepting or offering to accept an invitation contained in any 
: ONSE published | in the Review. 








| every year. A unique opportunity for | 








Far Eastern Economic Review 15th Floor. 























For. seven years we B lane been escorting corporations 

to new sources of profits in Asia. Doing market 
studies. panes manufacturing facilities. 
Negotiating offshore finance. Managing all day to 
day letters of credit and commercial transactions. 

Call ICS and let us be your Oriental Escorts to 


Asian profits. e r C S 


NTERMATIONAL | HONG KONG: TORONTO LONDON a : 
ICS HONG KONG Elizabeth i. Thomson, President, 8-12 Hennessy Road. 20th Floor, d 
Hong Kong, Tel: 5-292373, Tix: 62159 TAX HK, Telecopier: (852) 5-206413 i 





AUTOMOTIVE SPECIALTY 
MAGAZINE FOR SALE 


Serving luxury car market for over a 


decade. Superior gross to profit ratio f We can assist you to buy, aes | 


the nght buyer. and manage DEEN 
j Advertiser SEN - INTERNATIONAL SHARES © O ogot 
80 Gloucester Road, Hong Kong. INTERNATIONAL BONDS C iia 
2d) INTERNATIONAL oer EB 
LIFE ASSURANCE 


Maximise Effectiveness... 
Maximise Cost 
in the Classifieds! 











SECURE DIAMOND INVESTN. 
Cali diui 0043- -662-849624; 3 pn PE 





for its Arts & Society section 


Applicants should have broad interest |- 
in social and cultural affairs, experi- 
ence in writing and editing, ability to 
generate story ideas and develop con- 
tacts with contributors. Fluency in at 
least one Asian language is desirable. 


Write to: 
The Editor 
Far Eastern Economic Review, 
Box 160, GPO Hongkong, 
Telex: 75297, 
Fax: 5-8932762 
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3 M d of Germany S leading 
. investment banks? This unique 
combination is called 


"universal 
banking" andit's been our business 


-As a commercial bank, we 
finance more than 20% of 
Germany's foreign trade and 
arrange project financings worth 
billions. | 

As an investment bank, we 
supply the full range of invest- 
ment banking services, er 
stock and bond underwriting in 





o! Y im ercial and investment 
anki ngi in one o orga n ization: ? 





particular. Last year alone we 


lead-managed eurobond issues’ | - 


for a total of US $ 12 billion. 


At Deutsche Bank you will find — 
experienced people skilled in uni- — — 
versal banking. You can rely on. 
their ingenuity to identify the most — ~ 
efficient way to meet your financial 


requirements. | 

For universal banking - the | 
unique combination of commercial 
and investment banking services - 
consider using the skills and ex- 
perience of one of the world's 
leading banking groups. 


Contact the Deutsche Bank = : 


Group office nearest you. 











AG Deutsche Bank (Asia) AG n De utsche Bank BS 
Hong Kong Branch «Ok c 
New World Tower 
16-18 Queen's Road C. 
GPO. Box 3193 
Hong Kong 

Tei. (5). 843 o4 00 





Deutsche Bank (Asia 
Singapore Branch 
50 Rattles Place 
Singapore 0104 
Maxwell Road PO Box 3941 
Singapore 98059 

Tel. 2244677 


Deutsche Bank Australia Lid 
1 Collins Street 

Melbourne, Victoria 3000 
Tel. (31 65412 77 

15 Castlereagh Street 
Sydney. NSW 2000 

5 Tet: (2) 2388000 


Deutsche Bank AG 
Tokyo Branch 

ARK Mori Building 23F 
12-32, Akasaka. tehomies 
Minato-ku. Tokyo 107 
(3) 5 88- 19 n. 


Jeutsche Bank AG 

lead Office 

iusantage 12 

Box 1006 01 

"rankturt am M ai ni 
7150- Tet; 













LETTER FROM PAKSE E 


H undreds of shiny TV antennas have 
appeared on rooftops in Pakse and 
in surrounding villages near the Thai 
border during the past few months. 
More than a dozen new antennas filled 
the luggage compartment on a recent 
flight from the capital of Vientiane to 
Pakse in southern Laos. 

These antennas symbolise a more re- 
laxed attituded by the communist 
leadership running Champassak pro- 
vince. Pakse is too for from Vientiane to 
receive Lao television or Soviet pro- 
grammes picked up by satellite. Only 
television from Thailand is available, 
and until recently, people here were not 
allowed to watch what the local au- 
thorities considered “decadent” pro- 
grammes. 

Pakse, Laos’ third-largest city, used 
to be a prosperous trading centre serv- 
ing the agriculturally productive south- 
ern provinces of the country. Today the 
city has only about 10,000 people, com- 
pared to more than 30,000 during the 
war which ended in 1975. Most of 
Pakse’s merchants were ethnic Chinese 
and Vietnamese, many of whom fled as 
refugees when the communists seized 
control of the government. 

Pakse’s main market is still a hub of 
activity and overflowing with Thai con- 
sumer goods and cheap locally pro- 
duced food, but most other areas of the 
city look nearly deserted. Scores of the 
city’s former shops have been boarded 
up and others have been turned into 
residences. Many brick buildings, even 
along the city’s main streets, are 
crumbling from lack of use and repair. 

The city has seen almost no new con- 
struction in the past 12 years. The Soviet 
Union, now the largest aid donor, is cur- 
rently constructing a new Lao-Soviet 
Friendship Association building and has 
just started work on a new bridge across 
the Xedone River to replace the narrow 
bridge built earlier this century by the 
French when they colonised Indochina. 

Ironically, a handful of carpenters 
continue working on the ghastly 52- 
room “palace” begun in 1960 by Prince 
Boun Om Na _ Champassak, the 
strongman in southern Laos during the 
war. Boun Om intended his palace to be 
grander than that of the king in Luang 
Prabang, but he fled before it was com- 
pleted. Province officials say the palace 
will be finished by 1990, but they are still 
uncertain whether they will use it as a 
hotel, museum or “workers’ palace.” 

Much more construction and econo- 
mic activity is evident around Paksong, 
a district town on the Bolovens Plateau 
some 50 km east of Pakse, which was 
levelled by US war aircraft in the early 
1970s after the area was captured by 
Lao and Vietnamese communist forces. 
Only the shell of the former electricity 
office, a gate to the old veterinary de- 
partment and a ground-level stone 


76 


prison, which is still used today, sur- 
vived the onslaught. 

Today, Paksong is a town of about 
2,000 people with paved streets, a mar- 
ket, an electricity generator, a small 
handicraft factory, a guesthouse, and a 
vacation home for Premier Kaysone 
Phomvihane. Surprisingly, the status 
symbol among young people is US army 
shirts imported from Thailand. 

Most of the foreign aid and technical 
advice for rebuilding Pakson was pro- 
vided by East Germany, which gets cof- 
fee beans as repayment for its assist- 
ance. Much of the construction work 
was carried out by officers and soldiers 
of the former Royal Lao regime which 
was ousted in 1975. 

Soldiers in re-education camps also 
replanted many of Pakson’s coffee 

lantations which were destroyed dur- 
ing the war. Beginning in 1977, more 





Vendors in Pakse’s main market. 


than 2,300 soldiers from the former 
army began developing about 500 ha of 
coffee trees on a state farm run by the 
revolutionary army about 20 km north 
of Pakson. In February 1987, the army 
turned the farm over to Champassak 
province but, except for a few adminis- 
trators, all the remaining 515 workers 
are soldiers from the old regime. 


he farm, called Coffee Production 

Unit 063, is run by these soldiers. 
Thongma Masuvane, who headed a 
mobile infantry company in northwest- 
ern Laos during the war, is now in 
charge of planning for the farm. 
Thongma seemed to feel relaxed and 
confident enough during an interview 
with the plantation director, Col 
Phouvieng, a former officer in the rev- 
olutionary army, to correct repeatedly 
and interrupt his boss. 


Like most workers, Thongma 





brought his family to the farm, which 
looks much like other villages in south- 
ern Laos. It has a school, a clinic and 
several small shops, but the workers are 
not free to leave. “They are required to 
stay here to improve the country’s econ- 
omy,” explained Phouvieng. 

Ten years ago, visitors to Champas- 
sak were escorted by armed soldiers 
when they travelled outside Pakse and 
the provincial capital had a 9 p.m. cur- 
few. Officials admitted then that the 

rovince still faced eT problems 
rom anti-government rebels and ban- 
dits. Today, foreigners travel unescorted 
in the countryside even after dark. 

Economic activity has increased in 
Pakse in the wake of the reforms intro- 
duced following the Lao People's Rev- 
olutionary Party congress in late 1986. 
Hundreds of new Honda motorcycles 
and Thai bicycles have appeared on the 
city's streets since Vientiane gave pro- 
vinces freedom to carry out their own 
own foreign trade. Neighbouring 
Saravane province recently purchased 
three Toshiba buses, the first air-con- 
ditioned passenger buses in the country, 
providing regular service between 

akse and Saravane. 

Production in Pakse’s few factories 
has also increased since the central gov- 
ernment gave managers more freedom 
to run their enterprises. Bouli Sukalon, 
manager of the Champassak Wood Pro- 
cessing Co., said his factory’s turnover 
had increased from Kip 95 million 
(about US$270,000 at the official rate) 
in the 1985, the year before it became an 
“autonomous enterprise,” to an esti- 
mated Kip 266 million this year. 

Bouli, who served as Laos’ represen- 
tative to the Mekong Committee Pro- 
ject in Bangkok in the 1960s, attributed 
the increase to the fact that he was now 
allowed to find his own raw materials 
and equipment, could pursue his own 
trade ties with Thailand, Vietnam and 
sapen, and could set his workers’ 
salaries. The salary of the highest paid 
workers increased from about Kip 2,700 
a month to Kip 8,000 after he was al- 
lowed to introduce piece-work wages. 

Bouli said one of his factory’s biggest 
problems today is that the Thai border 
opposite Champassak province has 
been closed most of the time since 1975. 
As a result, the factory’s products — 
about 40% of which are exported — 
must be shipped about 260 km north to 
the Thai town of Mukdahan instead of 
crossing at Ubon, only 36 km away. 

— Murray Hiebert 
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NOW AVAILABLE ... 


The 1988 China Phone Book & 
Business Directory: January - June Edition 
completely revised and updated 


A vital reference for anyone interested 






















The only bilingual 
Telephone Directory for 
China published 

semi-annually 






In order to maintain CPB's accuracy and time- 
liness CPB will henceforth be published twice 
each year, covering Spring/Summer (available 
January — June) and Autumn/Winter, (available 
July - December). 


Given the frequency with which changes take 
place in China amongst both the domestic and 
foreign business and banking communities, the 
semi-annual frequency of The China Phone 
Book guarantees its users the most up to date 


























in doing business with China. 


e Completely updated listings 

* Unique classified yellow pages 

* Designed for maximum usefulness 

e Lists all foreign companies and joint ventures 

e Careful selection of useful Chinese firms 
e Categorized by major industry groups 
e New compact page layout 

* Indexed for easy use 

e (xood for travel or office reference 
e Names and addresses in both English and Chinese 












Designed for Maximum Usefulness 


This directory is a comprehensive listing from our own China database of all 
relevant companies in China of interest to the businessman or tourist. It is 
specifically intended to give you easy access to its contents through a well 
designed, computer generated classification and indexing system. Irrelevant 
and unnecessary information has been eliminated to reduce bulk and allow 
you efficient access. 


New Classified Yellow Page Section 


Our tenth edition includes the first Classified Yellow pages ever available 
covering the entire PRC. Over fifty categories of listings are included to give 
you updated, accessible information on China services, accommodations, 
travel, etc. Classified listings include: 
* Airlines * Business Services 

* Hotels * Shipping Companies 


ORDER YOUR COPIES NOW! 
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* Computer Services 
* And many other business Categories 
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In fact it starts as soon as you walk Our staff will take care of you t: 
into Soekarno-Hatta Airport, Jakarta. their usual charming fashion. 

You'll find a red carpet to lead you Then they’ll escort you throug 
to our Executive check-in. /°/x/33 passport control, through securit 
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s long before you get up here. 


nd into our comfortable Executive So when you fly with Garuda 

“lass lounge. Indonesia you'll find we give you more 
Of course, when you board the than just a smile. 

ircraft you're just as well looked after. Garuda I ndonesia XS 








“My Rolex is more than just a watch, 
it makes me feel dressed’ 


In everything that she does, 
Dame Kiri Te Kanawa combines 
a remarkable liveliness and 
spontaneity with an absolute 
obsession with perfection. She 
delights in Strauss and Mozart 
"because the women in their 
operas are contradictory; warm 
and cool at the same time.” 
Two of her favourite roles, for 
example, are the sad young 
Countess in 'Le Nozze di Figaro 
and the frenzied, passionate 
DonnaElvirain'Don Giovanni. 





When she decided to sing 
the Feldmarschallin in ‘Der 
Rosenkavalier, Kiri said it was 
“because the character appeals 
to me. She has understanding 
and maturity and when she 
lets her lover go, you feel it's 
not completely the end of the 
world for her. I'm sure I will 
have to sing the Marschallin 
100 times betore | fully under- 
stand the depth of the character’ 

Her famous voice ( "Perfect" 
said Sir Colin Davis of the 


Royal Opera House, Covent 
Garden), is in such worldwide 
demand that she is booked up 
lor years to come. Will her voice 
stand the strain? Kiri Says, 
“What you have to remember 
is to give quality, not quantity. 
For many years, Rolex has 
shared that same obsession. 
“My Rolex; says Kiri, “is more 
than just a watch, it also makes 
me feel dressed. It W 
has been a friend ROLEX 


lor a long time. 
of Geneva 
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Harrier II — the latest version of the world’s first 
and only successful V/STOL combat aircraft. 


ung it) a 
Rapier — the world’s most successful combat-proven 
low-level air defence system. 


Hawk 200 -- singie-seat fighter version of the 
world's best selling advanced jet trainer — 
Strike aircraft. 


IDS Tornados of the Royal Saudi Air Force. Tornado 
is Europe’s largest military industrial programme. 


————————————  ——— 


JUST SOME OF 


OUR PRODUCTS... 


British Aerospace today 

designs and builds more types of civil 

and military aircraft, missile systems, 

defence weapons and space systems, and 

has more collaborative agreements with 

more countries than any other company 
in the world. 


British Aerospace pic, 11 Strand, London. 
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As everyone knows, Hong Kong 
is a truly cosmopolitan city. And the 
Hongkong Hilton is proof of that. 

This marriage of cultures is there 
in our luxuriously appointed rooms 
and suites. Restaurants that cater to 
all tastes. And gracious service 
synonymous with one of the truly 
great hotels in Asia. 

One could say that, at the Hong- 
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LETTERS TO THE EDITOR —— 


Pride and dignity 

Iam a Malaysian Malay, brought up in a 
simple kampung (village) environment 
by decent, honest parents and teachers. 
| was imbued with the teachings of Islam 
from a young age to be honest, sincere, 
trustworthy, to champion the weak and 
poor and to fight against evil and cor- 
ruption. 


| have never been involved in politics | 


but the recent problems facing the 
United Malays National Organisation 
(Umno) have stirred me enough to 
write so that some sane views can be 
communicated to the outside world and 








indeed within my own country. The | 


coverage by our Malaysian newspapers 
was so biased as to mislead readers in 
my country. The High Court decision by 
Justice Harun Hashim on 4 February 
declaring Umno an unlawful society be- 
cause of the establishment of 30 illegal 
branches clearly reflected the incompe- 
tence of the leadership. It is both 
- shameful and disgraceful for political 
leaders and their supporters to use the 
government and Umno media to put the 
blame on the 11 Umno members and 
their “backers” who brought the party 
to court. 

It's my sincere hope that the outside 
world, and indeed people of other races 
in my own country, will understand that 





the sense of pride and dignity of the 
Malay race is not represented by pre- 
sent leaders who have distorted issues 
for the sake of staying in power. Indeed, 
the Malays in Malaysia should be 
ashamed of the actions of these lead- 
ers who have irreparably damaged the 
dignity and pride of the Malays. I be- 
lieve that Tunku Abdul Rahman, our 
first prime minister, agreed to head 
Umno Malaysia not because of any in- 
tention to gain political power but to re- 
store Malay pride, dignity and unity, 
which the present leaders cannot pro- 
vide. 
Kuala Lumpur ‘Angry Ahmad’ 
Except for a number of facts and obser- 
vations, Challenge of elders [18 Feb.|, 
provided an excellent coverage of the 
current political events in Malaysia. 
Prime Minister Mahathir as pre- 
dicted now has formed a new party — 
Pertubuhan Kebangsaaan Malaysia 
Bersatu (Baru). Its English equivalent 
is United Malays National Organisation 
(Umno). The application was made on 13 
February and confirmed by the registrar 
of societies on 16 February. This was 
after the first attempt to register Umno 
88 on 9 February was rejected on the 
grounds that the original Umno was not 
yet deregistered. The application made 
by Tunku Abdul Rahman to register 


Hindi nes dial 


Umno Malaysia on 8 February was also 
rejected. The thought expressed by you 
that "the registrar of societies, not a par- 
ticularly high-powered official, will be 
loath to turn down an application by 
such a prominent Malay figure as the 
Tunku," is inaccurate. To suggest the 
idea that a Malaysian public servant will 
bow to political pressure is unfair. 

Constitutionally, the question of the 
prime minister resigning does not arise 
as at no time had he lost the confidence 
of the majority in the Dewan Rakyat 
(the Lower Elective House of the par- 
liament). Even the king, Yang Di-Per- 
tua Agong, came out in support of his 
first minister, creating a conventional 
precedence. 

It appears that Mahathir is now de 
facto and de jure more entrenched than 
ever. Further, he is the pro-tem presi- 
dent of the new party and members of 
the former Umno party will not au- 
tomatically become members. But 
Mahathir's problems are far from over 
as he has still to resolve the rights and 
liabilities of the ‘demised’ Umno, espe- 
cially its assets. 

It will not be before long the mettle 
of the new party will be put to the test at 
the Tanjong Petrie, Johor State by-elec- 
tion on 5 March. 

Ad hoc legislation such as the 
Societies Act can be a two-edged 















The welcome smile 


-e Biman 
BANGLADESH AIRLINES 


Your home in the air 
























Fly Biman for lovely 
charm and grace. Step 
aboard to a welcome 
smile-into our world of 
warmth and friendliness 
to 24 destinations in 3 
continents, 


Ninety per cent on time 
arrivals and departures 
with convenient onward 
connections. 


Travel in our luxury 
Executive Class or 
Economy Class with 
traditional hospitality. 


Enjoy the in-flight 
movies, select music and 
delicious continental and 
exotic oriental cuisine 
served with a smile. 
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In the beginning of container transport was 
ScanDutch. The first shipping concern created sole- 
ly for the Far East/Europe trade. A line, moreover, 
that has successfully evolved from an ocean carrier 
into a total transport company - one that today is 
as much at home on land as at sea. If you want to 





be sure your goods reach their destination on time 
and in perfect condition, the name to remember is 
ScanDutch. For more than a decade and a half, the 
choice of enlight- 


ened shippers on ScanDutch d y i 


two continents. IST CLASS CONTAINER TRANSPORT 1 


Regional Office, Hong Kong: ScanDutch Ltd., Far East Management, Centre Point, 8th Floor, 185 Gloucester Road, P.O. Box 20231, Hong Kong 
lelephone: 58921808 Telex: 73001 


sword. From now onward, Mahathir 
will, like all his previous lawyer pre- 
decessors, give more care and thought 
to the law. On the whole, democracy, 
rule of law and independence of the 
judiciary came out unscathed. 

Johor Bahru Ibrahim Bin Hashim 


Debate ignored 


Francis Seow's letter [25 Feb.] already 
had been published by the South China 
Morning Post, Bangkok Post, and Asian 
Wall Street Journal ( AWSJ). The subject 
of his letter, minority representation in 
parliament through D agi dr 
tion Constituencies (GRCs), had been 
debated in parliament on 11 and 12 
January. By repeating his letter ver- 
batim, Seow has completely ignored 
both the debate in parliament and my 
reply in the AWSJ. 
GRCs are not “a transparent politi- 
cal expedience.” The prime minister 
made public documents on the proposal 
dating from 1982, well before the 1984 
eneral elections or any swing in votes. 
e documents included a draft cabinet 
memorandum and correspondence be- 
tween the prime minister, Goh Chok 
Tong, then minister for defence, and 
Ahmad Mattar, then minister for social 
affairs. They made clear that the aim 
was to ensure the representation of 
Malays in parliament. It had nothing to 





do with disadvantaging the opposition. 
"P did you not report this? 

an Seow explain how the GRCs 
proposal is a "transparent political ex- 
pedience" to "ensure political longe- 
vity" when: the GRCs proposal is politi- 
cally neutral; and Chiam See Tong, of 
the Singapore Democratic Party, said in 
parliament: “With the present mood of 
the people’s support for the opposition, 
this GRCs system may even favour the 
opposition . . . instead of getting one op- 
position member voted into parliament, 
we may get three . . . in the consti- 
tuency." 

Seow claims that "the only natural 
and logical conclusion" from GRCs is to 
have quotas for the different races at all 
levels of the civil service and the armed 
forces. GRCs are needed to ensure a 
multiracial parliament when every con- 
stituency is racially integrated with a 
Chinese majority, but the electorate still 
votes along communal lines. Promo- 
tions and appointments throughout the 

overnment are strictly by merit. The 
irst deputy prime minister has said that 
minorities must be represented in criti- 
cal bodies such as the cabinet, parlia- 
ment, the Public Service Commis- 
sion and the Armed Forces Council. 
Then their representatives can see 
that neither minority interests nor 
minority candidates have been dis- 
criminated against. How do racial em- 





le e» quotas follow from GRCs? 
e GRCs proposal has been refer- 
red to the select committee. If, as I had 
said, Seow has a better alternative 
for preserving multiracial politics and 
guaranteeing minority representation in 
parliament, he should submit it to the 
select committee. The deadline for sub- 
mission has passed. Seow has not sub- 
mitted his views. Why has he not done 
so? Is it because he is afraid of having his 
views challenged by members of the 
select committee? Tan Jee Say 

Principal Private Secretary to 
the First Deputy Prime Minister 


Too flattering 


Nihal Jayawickrama in his article 
FIFTH COLUMN, 18 Feb.] calls for the 

ritish administration in Hongkong to 
incorporate a bill of human rights in the 
existing domestic law. This suggestion is 
too flattering of the British rulers in 
Hongkong, who have abandoned their 
moral responsibility to Hongkong peo- 
ple again and again. 

For example, the cosmetic Public 
Opinion Assessment Office was set up not 
before but after the Sino-British draft 
agreement on Hongkong's future was 
signed. Even though some Hongkong re- 
sidents voiced their opinions of the agree- 
ment, they could not alter its content. 

Similarly, in 1987 the Survey Office 
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This in fact, is a hotel suite at the Goodwood 
Park, one of 235 suites that has been 
luxuriously appointed, with every modern 


amenity immaculately catered for. 


After all, the comfort, convenience and well-being of our guests 
is the essence of guarding so carefully the unique qualities of the 
Goodwood Park =A 


n hotel like no other in Singapore. 


Ms 








Goodwood Pale Hotel 


SINGAPORE 
22 Scotts Road Singapore 0922. Tel: 7377411. Tix: RS 24377 GOODTEL. Reservations: Goodwood Hotels Corporation Pte Ltd Tel: 5-246303, 258007/8 (Hong Kong). 
Goodwood Park Hotel Sdn Bhd Tel: (03) 2929275/6 (Kuala Lumpur). Your travel agent or airline. 

SRS) Member of The Steigenberger Reservation Service. Perego tones 
Goodwood Group Singapore: Goodwood Park. York. Boulevard. Ladyhill. Vm Sv 
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terpreted public opinion in such 
as to postpone the introduction of 
it elections in 1988. In view of all 
‘se shameful British policies, how can 
ayawickrama still hope that the British 
dministrators in ongkong will enact a 
_| bill of human rights to protect Hong- 
| kong people | Which might alienate 
.| China? One should realise that the Bri- 
| tish rulers have already betrayed the 

Hongkong people and that no policy 
- will be implemented which may jeopar- 













d. dise the Sino-British relationship i in the | 


4 Tun-up to 1997. 










Sonny Lo 


rTFIFTH COLUMN [25 Feb.] by Hugh 
n about Confucianism is a timely 
minder of the problem of definition 
en using the word “Confucianism” to 
escribe a central cultural trait common 
o the four, highly successful, dragons of 
| Hongkong, Singapore, South Korea 
`p and Taiwan. 
| Dunn does us all a service by drawing 
attention to the problem but he offers 
| no solution: we need to adopt a special 
adjective to make the point that we are 
| discussing the filtered inheritance of 
2,500 years rather than the content of 
|. the Analects. Such a term as “vulgar 
Confucianism,” while clearly reminding - 
the reader that it is the modern and 
everyday inheritance, not the pure 
philosophy, may cause offence by the 
possibly pejorative sense of the 
phrase. 

Perhaps for the present we must, to 
paraphrase an Irish-ism, make do with 
the suggestion that anyone who thinks 
he understands the situation is Con- 
fucianising himself! 

But seriously, us need an adjective | 
to describe the amalgam of "Victorian" 

| virtues which we refer to when talking 
of modern Confucianism, which is not a 
school of thought but a tradition. 

| 

| 


_ Hongkong Brian Stewart 


. What's the motive? 

Aidan Foster-Carter [FIFTH COLUMN, 
4 Feb.] displays breathtaking naivete in 
his latest attempt at North Korea watch- 
ing. He gets himself into mess in that 
once he assumes that Pyongyang was 
behind the disappearance of a Korean 
Air jetliner in November, then nothing 
| makes sense anymore. The disappear- 
ance of the aircraft and the appearance 
Ej purported North Korean agents took 
lace about two weeks before South 
orea was due to hold presidential elec- 
tions, which, at that time, the forces op- 
posing military rule seemed certain to 
win. An opposition win would have 
guaranteed participation by North 
| Korea in this year's Seoul Olympics 
more or less on its own terms (for in- 
| Stance, Kim Dae Jung's campaign 


| pledged an equal participation in a one- 





eforms disued a | report | 





Kaien a. What n mo- 
tive could Pyongyang have had for 
endangering this dazzling oppor- 
tunity? 

Again, assuming that the North did 
plan and execute the bombing of the air- 
craft, we also have to assume that if 
everything had gone according to plan 
the saboteurs would have slipped clean 
away, the aircraft would have disap- 
peared into the sea with no evidence of 
any bombing, engine failure, hijacking, 
or what have you — and no clue as to 
North Korea’s involvement. 

What would have been the purpose 
of that, especially as there were no 
South Korean generals or other big 
shots on board (only ordinary work- 
ers)? To scare aol sag away from the 
Seoul Olympics? It is hard to imagine 
how the disappearance of such an aircraft 
in 1987 could deter anyone from attend- 
ing the Olympics in 1988. 

Moreover, as Foster-Carter himself 
points out, terror tactics to disrupt the 
games are hardly likely now that North 
Korea’s two main allies, China and the 
Soviet Union, have committed them- 
selves to full participation. 

It makes more sense to look for an 
answer among the ruthless generals who 
run South Korea and who were teeter- 
ing nervously on the brink of losing 
power when the aircraft outrage came 
along and saved them. Here, at least, 
we have motive and opportunity. But 
where is the corpus delicti? 


Peking Paul White 


| Tasmanian devilry . 


Is Murray Sayle a Tasmanian? I think 
not (poor fellow), for if he were he 
would probably not have mistakenly 
i identified the "clumsy carnivorous mar- 
supial thylacine" as the Tasmanian devil 
[REVIEW, 28 Jan.]. 
(Thylacinus cynocephalus) is known as 
the Tasmanian tiger or Tasmanian wolf, 

and is presumed extinct. It looked like a 
big dog with stripes. 

The Tasmanian devil (Sarcophilus 
harrisii) on the other hand, while also a 
| carnivorous marsupial, is definitely not 
| extinct — being much cleverer than the 
poor old tiger — and it looks a little 
| like a racoon. It does not, however, 
look at all like the Tasmanian devil 
made famous in the Bugs Bunny car- 
toon. 
Connecticut 


Official cop-out 


Your article, The grey paper [REVIEW, | 
18 Feb.] demonstrates the weakness of a 
colonial government in its sunset years 
that is subject to strong pressure from 

| outside forces. 

| The burning of the white paper by 
the pro-democracy liberals in Hong- 
kong, coincided with this statement by 
Deputy Chief Secretary John Chan: 
“The political system stipulated by the 
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This amounts to the government say- 
ing: “What else can we d 
could start preparing now for the tt 
elections in 1991 as promised i in the 
white paper. E 
The pro-democracy liberals m 
keep the public informed of the need 
a more representative, democratic gov- 
ernment to help keep the oe degre 
of autonomy” promised to the pec 
Hongkong in tł 
Hongkong 


Youthful le: 


Your piece o 
shines, 4 Feb.], 
standing comm 

‘is filled with 
and even 90s,” 



















In need of the REVIEW durin i 
visit around Asia-Pacific, "ws able t to iS 
find the 7 January edition in the waiting | 
area of the Singapore Monetary Au-.- 
thority and the 28 January edition on a- 
Singapore Airlines flight out of Male. |. 

Thank heavens Singapore distribu- 
tion of the REVIEW is not totally cur- 
tailed. Please may it continue! 7 
London William Knight ues 



























Support for Singapore 


I started reading the REVIEW when the - 
local papers highlighted your dist WE 
with the Singapore Government. " 
must thank the Singapore Goveminen | 
for kindling the public's interest in your. 
magazine. : 

However, I just wonder what is the 
objective of your magazine. Is it to figh 
for freedom of the press on behalf- 
people? is it to undermine gov 
, ments? I was prompted to write this let- 
ter after reading in TRAVELLERS 
TALES [28 Jan.] that Lee Kuan Yew is - 
prone the way to hand over power to. - 

is son, dynasty-style. Is that a fact? | 
Isn't it just a product of your evil su 
mise to discredit E A fine exam- 
ple of irresponsible reporting. : 

No wonder you deserve the fu 
wrath of the Singapore Government. I 
salute the Singapore Government. for 
having the courage to take you to court. 

Good reporting means accurate re 
porting. Please leave the judgments an 
conclusions to your learned readers. 
You are underestimating and insulting 
the intelligence of your readers. — 
Penang Tee aic ww 











Telephone Directory for 
China published 
semi-annually 


In order to maintain CPB’s accuracy and time- 
liness CPB will henceforth be published twice 
each year, covering Spring/Summer (available 
January — June) and Autumn/Winter, (available 
July - December). 


. | Given the frequency with which changes take 

| place in China amongst both the domestic and 
foreign business and banking communities, the 
semi-annual frequency of The China Phone 
Book guarantees its users the most up to date 
and accurate listings of the most important 
contacts in China. 


Our database will constantly be updated to 
: bring you the latest listings you need, when you 
pus . need them. 


| You can save 20% off the combined price by or- 
“dering both the current Spring/Summer and the 
“Autumn/Winter editions now. Published in July 
the Autumn/Winter edition will be sent to you 
automatically the moment it becomes available 
| if you order both now. 


| Not only will you have the most up to date busi- 
| ness listings in China at your fingertips . . . but 
|. you'll save money at the same time. 

| 1988 Editions | 

| Spring/Summer — January — June 


| Autumn/Winter — July — December 

























"The China Phone Book Co. Ltd is a wholly owned 
Subsidiary of Review Publishing Company Li- 
ed, Publisher of the Far Eastern Economic 
 Asia's leading publication. 
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* Completely updated listings 
* Unique classified yellow pages 
* Designed for maximum usefulness 
* Lists all foreign companies and joint ventures 
* Careful selection of useful Chinese firms 
* Categorized by major industry groups 
* New compact page layout 
* Indexed for easy use F 
* Good for travel or office reference | | 
* Names and addresses in both English and Chinese 







~The only bilingual | 































Designed for Maximum Usefulness 
This directory is a comprehensive listing from our own Chi na database of all 
relevant companies in China of interest to the businessman or tourist. It is 
specifically intended to give you easy access to its contents through a well 
designed, computer generated classification and indexing system. Irrelevant 
and unnecessary information has been eliminated to reduce bulk and allow 
you efficient access. | 


New Classified Yellow Page Section 
Our tenth edition includes the first Classified Yellow pages ever available 
covering the entire PRC. Over fifty categories of listings are included to give 








you updated, accessible information on China services, accommodations, 
travel, etc. Classified listings include: 
e Shone Coia - 


* Airlines 
* Hotels 





To: The China Phone Book Co Ltd, GPO Box 11581, Hong Kong 
Please rush me copy/copies of the China Phone Book asindicated: |. ie T | i E 
Name: : uM : 

: (Please print in Block Letters} | 


Address: ... ; A 
nonae ne M MÀ MMÓ———— dal 


Tel: qeu cale iiu D EE UT 





CJ China Phone Book 1988, Spring/Summer Edition 
Price: Hong Kong: HK$300, Elsewhere: US$50 Gnclusive of airmail postage). 
No. of copies: | 
LJ China Phone Book 1988, Spring/Summer and Autumn/Winter Editions combined set 





at 20% savings. Send Spring/Summer Edition immediately and Autumn/Winter Edi- . 
tion immediately upon publication in July. i | 
Price: Hong Kong: HK$480, Elsewhere: US$84 ünclusive of airmail postage). 
No. of sets: 

Q Tenclose 
Book Co Ltd) 


M I prefer you charge 
C] American Express (] Diners Club 





in payment thereof (cheque payable to The China Phone 
to my credit card (tick one): 

O Master Card | E Visa 
Card No: Exp Date 0 0. 






ppm me am an oN nn o N NR R m m A m 
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ust 20 years ago, Japan was one of the world's top bor- 
rowers; in the coming year, it will become the leading aid 
| donor. But Tokyo's US$10.4 billion aid programme is dog- 


SSE ged by difficulties. Aid agencies are understaffed, inexperi- 





| enced and undermined by bureaucratic rivalries. Reci- 
pients of Japanese aid complain that the loan terms are too 
. tough and are designed to promote the interests of Japan- 
| ese businesses. Nevertheless, aid is extending the coun- 
try's influence far and wide. Tokyo correspondent Nigel 
Holloway looks at the difficulties Japan has in spending its 
aid budget, and Review correspondents in Bangkok and 


Manila assess the impact of Japan's generosity. Page64 


Cover illustration by Morgan Chua. 





Page 12 

New South Korean President Roh 
faces major difficulties in fulfilling his 
inauguration pledge to restore demo- 
cracy to the country. 


Page 14 
The Malaysian Government blows hot 
and cold over press licences. 


Page 19 

Legal rights to the funds of the now- 
deregistered United Malays National 
Organisation come under scrutiny by 
rival factions. 


Page 20 

Political opponents of Philippine Pre- 
sident Aquino are already gearing up 
for the presidential race in 1992 as the 
political environment calms. 


Page 29 

Pakistan hopes to forge agreement 
on an interim regime in Kabul while 
finalising the details of a Soviet troop 
withdrawal from Afghanistan at the 
UN-sponsored Geneva talks. 





Mass demonstrations by Christians in 
Soviet Armenia pose the gravest 
challenge yet to Soviet leader Gor- 
bachov. 


32 
Hongkong  Government-sponsored 
surveys seeking the public's views on 
political reform are attacked by an in- 
dependent polling expert as 'in- 
adequate’ and ‘deeply flawed.’ 


Page 36 

Ethnic Taiwanese demonstrate in 
larger numbers than ever on the 41st 
anniversary of the massacre of their 
countrymen by Nationalist troops. 


Page 53 

China's rapidly rising inflation rate 
threatens to undermine political and 
economic reform, but not all the top 
leaders agree that fighting inflation is 
the main priority. 


Page 55 
British management at Nepal's lead- 
ing tourist attraction, the Tiger Tops 
safari lodge, faces press accusations 
of fraud. 


Page 56 

Political infighting and partisan deal- 
ing by Thailand's Communications 
Ministry cast a shadow over the 
country's commercial reputation. 


Page 59 

The Sydney Futures Exchange launch- 
es an Australian-dollar contract des- 
pite its disappointing venture into in- 
ternationally traded financial futures. 


Page 60 

Gatt foresees further rapid expansion 
in trade volumes this year after world 
merchandise trade grew by 4% in 
1987. 


Page 63 

Japanese firms are increasingly eye- 
ing China as an offshore manufactur- 
ing base as costs in the regional alter- 
natives continue to rise. 


76 
India sharply increases spending on 
agriculture in its latest budget in a bid 
to revive the drought-hit economy. 


Page 78 

China begins what are likely to be long 
and difficult talks on its readmission 
to Gatt after an absence of 40 years. 
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Roh invites Pyongyang 
to Olympic Games 
President Roh Tae Woo has 
called on North Korea to take 
pon in the Seoul Olympics in 
eptember and enter into 
further dialogue. “As brethren 
of the same country,” he said, 
“we will warmly welcome our 
brothers and sisters from the 
northern half.” Roh said 
there can be no conditions 
to North Korean participa- 
tion and urged Pyongyang to 
set aside its various political 
demands. 

In Roh’s 25 February in- 
auguration speech, and state- 
ments since, the new South Ko- 
rean president has said he is 
willing to meet with North Ko- 
rean leaders at any time and in 
any place if it will help to bring 
about the reunification of the 
peninsula. — John McBeth 


Taiwan relaxes ban on 
officials visiting China 
Taiwan’s ruling Kuomintang 
(KMT) party has decided to 
allow mainland family reunion 
visits for its senior members on 
a case-by-case basis, the offi- 
cial Central News Agency re- 
ported on 26 February. It said 
those from the 150-member 
central committee and central 
advisory committee might 
apply for approval, together 
with middle-ranking cadres 
running the KMT's vari- 
ous cultural and business or- 
ganisations. 

This futher relaxation sub- 
stantially widens the category 
of people eligible to visit 
China, after the Taiwan Gov- 
ernment last vear lifted the ban 
to permit visits for family re- 
unions for the first time. Civil 
servants, serving military per- 
sonnel and other officials were 
not allowed the right under 
the previous provision. Mean- 
while, grassroots-level KMT 
members need not seek ap- 
proval for their trips, but must 
report them to the party. The 
KMT has about 2.4 million 
members. ^ — Shim Jae Hoon 


India tests locally 

designed missile 

India fired its first locally de- 
signed short-range surface-to- 
surface missile, the Prithvi, 
from the Sriharikota range in 
Andhra Pradesh on 25 Feb- 
ruary. The test firing under- 
lines the steady progress of 
India's programme to develop 


10 


< m "Fa 


a range of guided-weapon sys- 
tems over the past four years, 
which would end New Delhi's 
dependence on imports of such 
missiles and their components. 
Prime Minister Rajiv Gan- 
dhi told parliament the same 
day that “no foreign knowhow 
or collaboration is involved” in 
developing the missile, but he 
did not disclose design details. 
The Prithvi is believed to be a 
two-stage, Il-m long liquid- 
propellent missile with a range 
of about 250 km, and probably 
capable of delivering conven- 
tional warheads as well as nu- 

clear and chemical payloads. 
India’s indigenous missile 
rogramme includes the deve- 
opment of three other missile 
types besides the Prithvi — the 
Trishul, a surface-to-air mis- 
sile; the Nag, an infra-red 
image-guidance system  fire- 
and-forget anti-tank weapon, 
and the Akash, an anti-air- 
craft, battery-fired missile. 
India is still making missiles of 

Soviet and French origin. 

— Salamat Ali 


China rejects Gromyko's 
claim of nuclear trap 
China's Foreign Ministry has 
confirmed that Soviet Presi- 
dent Andrei Gromyko made a 
secret visit to China in 1958 
when he was foreign minister, 
but denied that Mao Zedong 
proposed luring US troops 





deep into China where they 
would be attacked with Soviet 
nuclear weapons, as suggested 
in Gromyko's soon-to-be pub- 
lished memoirs. The scenario 
envisaged the escalation of the 
then conflict over the islands of 
Quemoy and Matsu in the 
Taiwan Straits, leading to a US 
invasion of the Chinese main- 
land. 

"Gromyko visited China in 
1958," a Foreign Ministry 
spokesman said. "However, 
his recollection and related de- 
scriptions do not square with 
the facts." — Robert Delfs 
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BUSINESS 


New Zealand cancels 
Petrocorp stake sale 
The New Zealand Govern- 
ment has cancelled an agree- 
ment to sell its 70% stake in the 
oil-exploration firm Petroco 
to British Gas (BG). Wel- 
lington said on 2 March that 
had presented demands 
which were "totally outside the 
agreement." The government 
has invited other parties, in- 
cluding Brierley Investments 
and Fletcher Challenge, to re- 
submit proposals. State-owned 
Enterprises Minister Richard 
Prebble insisted the govern- 
ment could still get the NZ$800 
million (US$531.6 million) BG 
had offered. ^ — Colin James 


Holmes à Court Group 
in rationalisation 


Australian investor Robert 
Holmes à Court is tightening 
up his business group with a bid 
by Bell Resources for its 38% 
owner Bell Group, in a scrip 
and cash offer worth A$685 
million (US$490 million). The 
result will be a listed company 
with greater access to cash 
flows and large tax deductions 
from the A$800 million in total 
group losses and A$1.1 billion 
in write-downs reported in 
1987 accounts. olmes à 
Court's ownership will slip 
from 43% in Bell Group to 
25% of the new entity. 

— Hamish McDonald 


Taipei may permit 

some China imports 
Taiwan may allow indirect im- 
ports of raw materials from 
China, Economics Minister 
Lee Ta-hai said on 26 Feb- 
ruary. The cheaper inputs 
would help local industry com- 
ete abroad. Trade between 
aiwan and China has thrived 
through third countries, de- 
spite Taiwan's official ban on 
aiwan-China trade. Accord- 
ing to Taiwan estimates, this 
indirect trade amounted to 
US$1.36 billion for the first 
11 months of 1987. 

— Jonathan Moore 


Hongkong budget sets 
corporate-tax cut 

Hongkong has cut its corpo- 
rate-tax rate from 1876 to 1776, 
in a widely expected move an- 
nounced by the Financial Sec- 
retary Piers Jacobs in the 1988- 
89 budget ( ps ong on 1 
April). The salaries-tax rate 
was also cut; by one point to 
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15.5%. After a net HK$1.8 bil- 
lion (US$230.8 million) in tax 
cuts, Jacobs forecast an overall 
surplus of HK$5 billion com- 
pared with HKS7 billion esti- 


mated for 1987-88. Total 
ied is to rise 13% to 
K$55.5 billion. Jacobs fore- 


cast that gross domestic pro- 
duct growth would fall to 5% in 
1988 from a higher-than-ex- 
pected 13.5% in 1987. How- 
ever, he still expected domestic 
exports to grow 6% and overall 
exports 9%. Inflation would 
rise to 7% from 5.5%. 

— Philip Bowring 


Singapore 1987 growth 
higher than expected 
Singpore’s economy grew 
8.8% in 1987, according to the 
Ministry of Trade and Indus- 
try's Annual Economic Survey. 
Earlier official estimates had 
put it at 8.6%. An earlier fore- 
cast of 5-6% growth for 1988 
stands. Manufacturing led the 
economy, accounting for 
nearly 44% of total growth. 
Construction continued to con- 
tract, but by 11.7%, vs 22.4% 
in 1986. Exports rose 11% with 
imports up 9%. The trade gap 
widened to  S$8.4 billion 
(US$4.2 billion), up S$2 billion 
on 1986. Investment commit- 
ments totalled S$117 billion, a 
21% gain. — Ellen Salem 


Chengdu and other major cities 
in Sichuan province are sus- 

nding pork rationing and al- 
owing meat prices to float ac- 
cording to market forces. The 
Provincial People’s Govern- 
ment decided to lift pork con- 
trols because it cannot afford 
the financial burden of sup- 

rtin rk prices. Subsidies 
debe ^ Runb 37 million 
(US$10 million) last year, 
more than twice the 1986 fig- 
ure. — Robert Delfs 


South Korean firms 
to visit Soviet show 


South Korea's three major con- 
sumer-electronics makers re- 
portedly will attend a Soviet 
electronics fair in Leningrad in 
May. Goldstar, Samsung Elec- 
tronics and Daewoo Electro- 
nics will be the first local com- 
panies openly to participate in 
a Soviet trade fair. Officials at 
the Korea Overseas Trade 
Promotion Agency say that the 
firms' participation will be ar- 
ranged by a West German 
agency, as Seoul has no formal 
relations with Moscow. 

— Mark Clifford 
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NTEREST CONFLICT 
* US Congressional hearing 
on frozen American assets in 
~I- Vietnam, scheduled for 2 March, was 
stponed when State Department 
awyers found a conflict of interest in 
| the department taking a position on 
' the issue. It has been found that some 
. department employees’ properties 
| are among assets left behind in 
^] Vietnam. Another reason for 
postponement is fear that Hanoi may 
e less cooperative on accounting for 
S servicemen missing in action if 
lateral steps were taken to 
pensate US citizens by selling off 
zen Vietnamese assets in the US. 


LK MONI j 'ORS 

obert Peck, a US deputy assistant 
. |; secretary of state for the Near East 
. | and South Asia, and two State 

. | Department legal experts have 

..| quietly arrived in Gene 

. | handtor the 


















; the Afghanistan 
: T nt Jii US is net 


with Pakistani ne, Liators and the 
UN negotiator Diego Cordovez. One 
of their main tasks will be to fine tune 
the details involving the US guarantee 
for the agreement. 


FENCING TRADE 


The Burma-China border town of 
Panghsai, which Burmese 
Government forces recaptured from 
the Communist Party of Burma 
(CPB) in January 1987, is now almost 
deserted. Formerly a major centre for 
the black-market trade between 
China and Burma, the Burmese army 
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has built a fence around the town, 
prompting the black-marketeers to 
move their operations to Mong Ko 

| and Hpaunghsaing in the CPB-held 

| areas of Panghsai. In Kachin State, 

| the Burmese army is reported to have 

| withdrawn from Kambaiti, the 
regional headquarters of the CPB’s 
“101 warzone” which fell to 
government forces in August last year. 


Baisse CONCERN 
Thai officials 
treat the 
leadership 
struggle in 
Malaysia as an 
internal problem, 
| | but they are 

| closely watching 
| Malaysian Prime 
Minister Datuk 

| Sri Mahathir 

| Mohamad's 

| chances of prevailing over the bid by 
| Tunku Razaleigh Hamzah to topple 
| him. The feeling in Bangkok is that 
| Mahathir will tough it out, and 

| remain in power for the foreseeable 
|| future. The Thais would prefer that 
= outcome, though there is concern 
| 

| 





that the MAE stuggle might play 
into the hands of the opposition 
Malay party, Parti Islam, whose 
Islamic policies have encouraged 
Thai Muslim extremists in southern 
Thailand in the past. Most Thais in 
the southern provinces, which border 

| Malaysia, are Muslims. 


SPECIAL FUND 

Japan and the Asian Development 
Bank (ADB) are expected to agree 
soon to establish a Japan Special Fund 
































(JSF). It will consist of US$35 million 
in untied money paid by the e 
Government to the ADB over the: 
next 13 months to be used for - 
feasibility studies for specified — 
projects, with further sums to be. 
pledged over the following two ye 
| ADB can then raise about 10 tir 
| that amount in the Tokyo capital _ 
markettofinancetheloansfor _ 
projects which result from the studie 
A similar scheme to the JSF will soo 
| beset up with the PURANEN | 
| Development Bank. 
| 
| 
i 


OLD HAND 


The next US ambassador to Thailan 
will be an old Asia hand in the State 
Department, Daniel O'Donohue, - 
who is currently deputy director of the 
| US State Department's policy | 
| planning statf. He has served 
previously as ambassador to Burma © 
and as a deputy assistant secretary of 
state for East Asia and the Pacific. — . 


COMMANDING AIR 


| Despite official confirmation that 
| Thai jets mistakenly bombed Thai 
| soldiers, killing and wounding some, 
| foreign military-affairs watchers 
were impressed with the fairly good 
coordination between various 
branches of Thailand's armed forces- 
| during the recent border conflict with 





| Laos. At the height of fighting in late - 
| January and early February, air force | 

| commander Air Chief Marshal : 
| Voranart Apicharee was said to have | * 
| holed up in a Chiang Mai hotel suite - 

| to coordinate air strikes against Lao _ i : 
| positions, through a link-up with. air 
| force liaison positions on the 
| battlefront. 
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BANGLADESH 
— ^. À candidate for parliamentary elections 
| was shot and killed as he addressed a cam- 
| paign rally in the southwest (24 Feb. ). Police 
_ | killed three people when they opened fire on 
=- | a political protest march in central Dhaka, 
^ j Opposition oe said (28 Feb.). Students in 
j Dhaka set fire to vehicles in protest against 


the alleged police shootings, it was reported 
(29 Feb). 


CHINA 
NE Hundreds of monks boycotted Tibet's 
^] biggest Buddhist holiday in protest at their 
.. | treatment by the Chinese authorities (25 
| Feb.). Zambian President Kenneth Kaunda 
arrived on an official visit (7 Mar.). 
| Fill 
| A group of ethnic Fijians went on a ram- 


E bd in a small Indian settlement, burning 
v omes and vehicles (29 Feb.). 






HONGKONG 

The latest round of talks on the Defence 
Cost Agreement collapsed when British 
negotiators stormed out of a meeting with a 
Hongkong Government delegation after 
their offer to assume 30% of the garrison's 
| running cost was rejected (25 Feb.). 
i 
| 
| 
i 
| 


INDIA 

Suspected Sikh extremists shot dead 
seven members of a family in a village near 
Amritsar, police said (27 Feb. ). 


PAKISTAN 

A curfew was clamped on a Karachi sub- 
urb and troops were called out after a man 
was killed in a fresh outbreak of rioting, the 
government said (29 Feb.). 


| PHILIPPINES 
ML 





A home-made bomb exploded in a 
crowded Manila street injuring 15 people at 
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an open party celebrating th 
niversary of the "People Po 
(25 Feb.). Troops launche: 

| stroy operation after commu 

| 

| 










13 anti-insurgent Scout Rangers (28 Fe 


SOUTH KOREA 
Thousands of dissidents battled vith 
police during protests against the inaugu 
tion of Roh Tae Woo, while several stude 
briefly took over a US Government « 
building (24 Feb.). Roh was sworn in as pr 
sident in the country's first non-militar 
change of government (25 Feb... 
Korea freed 2,134 prisoners, in 
olitical detainees under a clemenc 
y Roh (27 Feb.). B 


SRI LANKA E 

President Junius J ayewardene à 
mil separatists an amnesty if they ge the 
arms and acccepted a peace pact (25 Feb. * 
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Roh pledges to put right previous regime's failings 


Problems of power 


By John McBeth in Seoul 


wo months after his controversial 
election victory, Roh Tae Woo was 
sworn in as South Korea's sixth presi- 
dent — literally in the shadow of the na- 


| tional assembly he has vowed will be- 


| come a stronger focus for the democra- 
| tic process. With outgoing president 
Chun Doo Hwan sitting impassively be- 
hind him, Roh virtually acknowledged 
the previous regime's failings when he 
told his outdoor audience: "The day 
when repressive force and torture in 
secret chambers were tolerated is 
over.” 

Although there have been other 
peaceful transfers of power, Roh’s gen- 
erally subdued 25 February inaugura- 
tion came after a remarkable series of 
. developments — dating back to the tor- 
. ture death of a Seoul student early last 
year — which may have permanently al- 
tered South Korea's political landscape. 

But if it was the beginning of a new 
era, as the new president claimed, the 
lack of spontaneous street celebrations 
underlined a simple fact Roh would be 
wise not to overlook: common-touch 
gestures and sugar-coated rhetoric may 
be fine, but cautious South Koreans still 
want to see more tangible evidence of 
his sincerity and, in particular, of his 
commitment to transforming the au- 
thoritarian mind-set of previous govern- 
ments. 

Indeed, where he has been called on 
to make the quantum leap from superfi- 
ciality to substance in the past few 
weeks, Roh has been something of 
. à letdown. The composition of his first 
. cabinet, including seven Chun holdover 
ministers, was clearly a disappointment. 


| 
| 
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Even more disturbing was the partial re- 
lease of political prisoners two days 
after the inauguration — only 125 out of 
more than 1,000. The much-vaunted 
amnesty fell far short of expectations by 
denying freedom to detainees slotted 
into the catch-all category of “those who 
fundamentally reject free democracy.” 

Most attention centred on the con- 
tinued detention of activist Kim Kun 
Tae, 42, who is serving a five-year sen- 
tence for disseminating North Korean 
propaganda and organising demonstra- 
tions thought likely to cause social un- 
rest (REVIEW, 30 July '87). Brutally tor- 
tured during the early days of his arrest 
in 1985, Kim's case was regarded by 
Western diplomats as the litmus test of a 
more enlightened approach by the in- 
coming administration. 

Some analysts believe the decision to 
keep him and other prominent dissi- 
dents behind bars may be to prevent 
them taking an active and perhaps em- 
barrassing role in the forthcoming na- 
tional assembly elections. But itis also a 
disquieting sign that despite Chun's de- 
parture, old attitudes die hard. With 
hardline elements retaining a measure 
of influence, dismantling the authorita- 
rian structure itself will not be nearly as 
difficult as changing the minds of those 
who have perpetuated its excesses. 

Political prisoners aside, Roh must 
grapple with a string of other problems 
— ranging from the gaping wounds of 
regional antagonism to trade friction 
with the US and, of course, the elec- 
tions. Laying heavy stress on the need 
for national reconciliation, Roh said in 
his inauguration speech: "Growing dis- 
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parities among social strata and among 
geographical regions have bred strife 
and schism, seriously undermining na- 
tional cohesion.” | 

When Roh formed the ad hoc Demo- 
cratisation and Reconciliation Council 
(DRC) six weeks ago to work up a pro- 
gramme for political and social change, 
the bloody 1980 Kwangju uprising was 
always going to be an important part of 
its deliberations. But even before the 
council unveiled its proposals on the eve 
of Roh's inauguration, it was clear — 
certainly as far as Kwangju activists 
were concerned — that they would not 
go far enough. 

Still, that was a lot further than any- 
one could imagine after the deafening 
official silence that has prevailed for the 
past eight years. In acknowledging that 
martial-law troops had used excessive 
force, the DRC recommended reinter- 
preting the uprising as part of the strug- 
gle for democratisation and called for a 
full apology, both for the bloodshed it- 
self and for the government's failure to 
pay compensation to the families of the 
victims. 


t was only during his last days in 

power that Chun publicly expressed 
regret for the incident, in which 191 
people are said officially to have died. 
And when he took his departure from 
the presidential Blue House and disap- 
peared behind the 20-ft walls of his 
newly renovated suburban mansion, the 
presence of numerous security men in 
the house opposite and in the street out- 
side left the impression that here was a 
man who may spend the rest of his life 
under guard. 

So the Kwangju albatross is being 
passed on to Roh — and with it the 
animosity of the city and large chunks of 
the surrounding Cholla region whose 
more intransigent leaders will never be 
satisfied as long as he or anyone else 
seen to be associated with the blood-let- 
ting remains in power, Even Roh's 
senior aides despair of finding a quick 
solution to the problem. 

In the shorter term, the new govern- 
ment must get to grips with the US trade 
issue, though officials are clearly hoping 
to stave off some painful and political- 
ly troublesome decisions on import 
liberalisation and won revaluation until 
after the assembly elections, which are 
now almost certain to be held in April — 
more than two months after they were 
originally planned. 

If Roh needed a reminder of Wash- 
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d Tp impatience, it was provided by 
=i- US Treasury Secretary James Baker, 


.| one of 89 congratulatory envoys from | 
Dd the in- 3 
.] auguration. While his seniority in the | 
| Reagan cabinet made him a perfectly | 

» appropriate representative in place of | 

iddle East-bound Secretary of State | 
GeorgeShultz, Baker'slater meetings with | 


-| around the world who attende 


Roh and Finance Minister Sakong Il un- 
derlinedthetwo-foldpurposeofhis visit. 
With middle-class South Koreans 
generally intolerant of further street 
turmoil and seemingly willing to offer 
Roh a honeymoon period, US trade 
pressure is one stridently nationalistic 
issue student activists can use to main- 
| tain their momentum. Indeed, a brief 
takeover of the US Information Service 
| (USIS) library on the day of Baker’s ar- 
|. rival and the subsequent discovery of a 
small incendiary. device in the USIS of- 
- fice in Kwangju could be a taste of what 
| lies ahead during Seoul's traditional 
spring protest season. 
| For the opposition parties, the same 
issue may very well serve as a much- 
needed rallying point. But it is going to 
take more than that to get them back 
on track after the bitter defeat of Kim 
Young Sam and Kim Dae Jung in the 
December presidential race. Virtually 
paralysed by recrimination and distrust, 
it has taken the main Reunification 
Democratic Party (RDP) and Kim Dae 
Jung's Peace and Democracy Party 
two months to reach an apparent agree- 
ment on a unified election slate. 

Although Kim Young Sam recently 
resigned the RDP leadership, when it 
came down to another attempt at a 
merger he was quickly back in the 
driver's seat — this time for his first 
meeting with Kim Dae Jung since their 
acrimonious split in October. The 
breakthrough achieved by the two lead- 
ers, however, is fragile. With early 
March set for the re-marriage of con- 
venience, observers wonder if their 50- 
50 power-sharing arrangement will 
work any better this time. 

More than 60% of the electorate 
may have voted against the new presi- 
dent in December, but some analysts 
are now predicting a much more con- 
vincing Democratic Justice Party (DJP) 
margin in the assembly polls. This stems 
in large part from the fact that past vot- 
ing patterns have proved to be quite dif- 
ferent from a presidential race, and 
public disillusionment with the opposi- 
tion’s ineptitude. 

For Roh, the elections are undoubt- 
edly his most immediate and urgent 
task, evidenced by his decision to retain 
the incumbent interior and justice 
ministers. While the DJP has been un- 
able to contain its glee at the prospect of 
dealing the two Kims what may be their 
political death blow, its seeming willing- 
ness to go along with opposition de- 
mands for a single-constituency elec- 
tion formula also reflects a growing 


m impatience as its political timetable 
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slips further and further behind. 
Under the terms of the new constitu- 
tion, which came into force on the day 
of the inauguration, a new assembly 
must be in place by 28 April. But there 
are many obstacles in the way. The op- 
position is far from unanimous on the 
electoral formula. Under the proposed 
new formula — for one-member smaller 
constituencies — a high percentage of 
rospective rural opposition candidates 


ace almost certain defeat. 
M eanwhile, the 56-member DRC's 
recommendations are designed to 
serve as a broad blueprint for Roh, who 
says he wants to improve the role of the 
cabinet and also strengthen the func- 
tions of the national assembly which, up 
to now, have been more cosmetic than 
anything else. “Roh is a listener and he 
encourages people to talk," a close asso- 
ciate said, adding: “The previous 
cabinet wasn’t known for its lively dis- 
cussion.” 

In suggesting the president come up 
with an early charter on human rights, 
the council urged an end to illegal arrest 
procedures, a shortened period in which 





a suspect can be held without trial, a 
limit to the number of times prosecutors 
can seek a remand and an independent 
judiciary whose opinions on judicial 
legislation will be respected. 

It also recommended restricting the 
functions of the Agency for National 
security Planning (ANSP, formerly the | - 
KCIA) and the army's Defence Security | 
Command (DSC), with ANSP investi- 
gations into communist cases falling - 
under the jurisdiction of the prosecutor- | 
general, and the DSC confining its re- 
sponsibility to the military where many 
of its oversight functions are equally un- 
popular. 

Other measures call for freedom of 
the press, including a ban on govern- 
ment interference and the establish- 
ment of an independent broadcasting 
system, free access to political party 
membership and the democratisation of 
the ruling party. Local autonomy, the 
council said, should be expanded by in- 
troducing direct elections for special 
city and provincial administrations and 
for municipal councils — a recommen- 
dation which did not go quite as far as 
some critics had suggested. ü 
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By Suhaini Aznam in Kuala Lumpur 


T’he past two months have seen the 
. W government giving with one hand 
and holding back with the other in its 
. dealings with the press. While the gov- 
-ernment has renewed the licences of op- 
-position party organs and some public- 
interest group publications, the three 
newspapers banned in October's 
clampdown remain closed and editors 
“have no idea when, or whether, a li- 
„cence is forthcoming. 

|. The opposition Democratic Action 
Party (DAP) and the Parti Islam (Pas) 
both had their publishing licences re- 
newed, despite the strident criticisms 
carried in the DAP's Rocket and Pas’ 
-Harakah. To be sure, the monthly Roc- 
|. ket was off the streets for two months 
| while the Home Ministry mulled over its 
| application, but some party members 
|. were surprised finally to receive the per- 
|. mit at all, given the two-year detentions 
- of several DAP leaders under the Inter- 
nal Security Act, including its secretary- 
general and the Rocket's “chief corres- 
pondent” Lim Kit Siang. 

The Rocket's licence expired on 30 
November and was renewed at the end 
of January, without any new conditions 
being imposed. The weekly Harakah 
enjoyed uninterrupted publication, re- 
ceiving its licence renewal in the week 
the old one expired. Again, there were 
no new conditions attached — in fact, 
Harakah readers note that it has be- 
come even more sharply critical of the 
government — the only change being in 
the licence application itself, where Pas 

y secretary-general Hassan Shukri took 
a | over from information chief Nakhaie 
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| 
Ahmad as Harakah chief editor. | 
The Penang-based social awareness | 
group, Aliran, also resumed publication | 
of its English-language monthly news- | 
letter after a two-week lapse. Aliran's | 
plans to publish a Bahasa Malaysia | 
| newsletter is still up in the air, pending | 
_ the Home Ministry's appeal to the Su- | 

. preme Court against a High Court deci- | 
Sion granting Aliran the licence. | 
. , Meanwhile, all three have seen con- | 
‘siderable growth in sales since October. | 

. The Rocket now averages about 50,000 | 
| and the Harakah sells up to 58,000 a | 
| week, up from 30,000 and 40,000 re- | 
| spectively before the ban, with more | 
modest gains for the Aliran monthly | 
which began with a smaller base of | 
around 8,000. | 
The government’s go-ahead for the | 
three makes its witholding of a licence | 






and its monthly newsletter Infoline all 
-the more perplexing. The in-house /n- 
foline, whose licence expired on 31 Oc- 


for the Bar Council's quarterly Insaf | 


; iv oan d take for press 


Some licences renewed while one newspaper remains shut 


tober, used to be distributed to about 
2,500 Malaysian lawyers; /nsaf, whose 
licence expired on 31 December, had a 
slightly wider circulation with copies 
sent to foreign law associations. 

But government pressure has actual- 
ly shifted from the publications them- 
selves, whose closures would draw too 
much attention, to harassment of indi- 
vidual printers, said sources in the print- 
ing trade. Aliran’s former printers, for 
instance, have not had their printing li- 
cence renewed since it expired in Sep- 
tember, a whole month before some 
Aliran leaders were detained. Aliran 
had to approach 18 printers in 
Penang before it found one who 
would take on the job, causing 
a month’s delay in the news- 
letter. 

Distributors are equally 
wary. A total of 9,000 copies of 
three books, compiled and 
edited by Chinese educationist 
Kua Kia Soong — one of those 
arrested in the October swoop 
and still in the Kamunting de- | 
tention camp — remains stack- 
ed at its publishers because | 
no distributor dares to touch 
them. | 

ut it is on the newsroom | 
floors of the three banned | 
newspapers — the English-lan- | 
uage The Star, the Bahasa 
atan and Chinese Sin Chew Jit 
Poh — that the force of govern- 
ment press controls has been 
most acutely felt. 

Of the three, it is the financially trou- 
bled Sin Chew Jit Poh that appears to be 
making the most progress towards re- 
suscitation since being placed in re- 
ceivership in September. Sarawak sena- 
tor Tiong Hiew King, from the Sarawak 
United People’s Party, is the frontline 
contender to buy the newspaper for 
slightly more than M$18 million (US$7 
million), according to an industry 
source. If the price and conditions are 
right, a deal is expected to be concluded 
in the next fortnight. Tiong has appa- 
rently said that he would not, initially, 
want to change its editorial policy, 
though how he is to get a new licence 
without making some concessions is un- 
clear. 

Malaysia's largest Chinese-language 
newspaper, the pro-establishment Nan- 
yang Siang Pau, had also shown an 
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newsstand: opposition groups keep licences. 
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| as eight names. 





interest in buying into-its main com- 
petitor, though not for commercial 
reasons alone. Industry sources say 
Nanyang Siang Pau is supposed to relo- 
cate its premises to make way for some 
urban development project in the area 
and the Sin Chew Jit Poh plant, sited on 
1.7 ha, offers room for expansion. 

The biweekly Watan has not heard a 
word about its future, said its chairman, 
Tan Sri Mohamed Khir Johari. A volun- 
tary revamp of editorial content is cer- 
tain if the Watan regains its licence. 
Some staff have, of their own choosing, 
left the organisation. 

Tired of being dangled by fortnightly 
romises of imminent revival, only to 
ave those hopes dashed, a number of 

the staff at The Star now feel it may 
as well give up the ghost and have 
sought work elsewhere — some with 
smaller Sarawak newspapers, in-house 
magazines, in public relations and doing 
research for stockbrokers. Two enter- 


vel 
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prising reporters have opened a pizza 
stand in Penang. 

If The Star is to reopen at all, the ear- 
liest likely date is mid-March, the latest 
June, said a source with the Malaysian 
Chinese Association (MCA), whose in- 
vestment arm, Huaren Holdings, holds 
slightly more than 70% in The à r. The 
grapevine has it that the Special Branch 
of the Malaysian police has in fact 
cleared The Star's application, and that 
it now depends on the approval of the 
Home Minister Prime Minister 
Datuk Seri Mahathir Mohamad. 

Some degree of editorial restructur- 
ing would inevitably have to take place, 
but it should involve only two or three 
top people, said the MCA source. The 
Special Branch has the names of at least 
five editors and assistant editors, four of 
whom would have been persuaded to 
resign before it reopens. Different ver- 
sions exist as to the origins of the list, 
which some insiders say contain as many 
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Competition 


is the incentive to do better. 





It is common for banks to handle foreign 
exchange. But a bank that deals on a world- 
wide scale 24 hours a day, with the reputation 
as a leading market maker, is still a rarity. 


UBS — committed to excellence. 


UBS in Asia, India and Australia: Branch Offices in Hong Kong, Singapore 
and Tokyo; Representative Offices in Bombay and Osaka; UBS (Capital 
Markets Group), Tokyo Representative Office; UBS (Trust and Banking) Ltd., 
Tokyo; UBS Phillips & Drew International Ltd., Tokyo Branch; 

UBS Australia Ltd., Sydney. Head Office: Union Bank of Switzerland, 
Bahnhofstrasse 45, CH- 8021 Zurich. 





Do you need a flight training programme 
that’s so advanced other airlines send their pilots to it? 


You do if you're reaching for the sky. 


MNI XH THAI i 


Before a Thai pilot earns his wings he will undergo a training programme that’s so tough only a select few 
"ass the rigid qualifications with flying colours. The course, featuring flight simulators for both B747 and 
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A300 aircraft, is considered so highly advanced, it includes pilots from other Asian > 
airlines. Thai. Centuries-old traditions. Innovative thinking. State-of-the-art technology. 
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Little wonder they don't build cars like they used to. 
Building a pen is difficult enough. 

Oh. the elegant lines of the 1925 Hispano Suiza. Oh, the elegant lines of 
the 1927 Parker Duofold 

The car may no longer be available. but our approaching centenary has 
provided a suitable excuse for the return of this favourite Parker pen design. 

Like today’s top cars the Duofold Centennial’s working parts are state- 
of-the-art. But unlike them. its workmanship is somewhat old fashioned 

Rather than mould the « ap and barrel ‘en masse, we machine them as we 
did in the old days, trom a solid block. 

Rather than cut the nib from some modern metal, we stay true to gold. 

Rather than slit the nib on some new fangled contraption, we still do 
the job by hand, using a blade no thicker than a human hair 

It is an exhausting way to produce a pen. But, as with the Hispano Suiza. 


the looks and handling provide ample reward 
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members. onanequal a 
The law provides that in 
| the case of the membe 
ship being too large and un- 
wieldy for this to be fea- 
sible, or there being "dif- 
ficulty in ascertaining the 
persons entitled to such 
assets," the Official Assig: 
nee must submit to - 
High Court a scheme for 
the donation of the su 
lus assets to "purpose 
ikely to benefit that pro 
portion of the public. 
—— which the members of t 
society more particularly belonged 
Both provisions of the act offe 
siderable scope for legal action b 
porters of Razaleigh, who are expe 
to be barred from j joining Umno Baru 
In the event of a High Court distributia 
scheme, Razaleigh's followers could d« 
mand a statement of accounts of all. o 
the former Umno's assets and their dis- 
tribution to the pre-1987 membership. . 
But if the mali ue of Umno’s corporate 
holdings were to be excluded from the - 
reckoning, however, it is believed that | 
the deregistered party's accounts would | 






























E Le gal battles r may develop over the inheritance of funds 





f By Nick Seaward in Kuala Lumpur 


|£ egal steps are expected to be taken | Datuk S. Samy Vellu's statement in par- 
| fmsoon by supporters of Tunku | liament last year that its controlling | 
| Razaleigh Hamzah — attempting to | shareholder, Hatibudi, is an Umno | 
challenge the > leadership of Prime | front. | | 
.Minister Datuk Ser Mahathir Much will now depend on the loyal- | 
Mohamad — to restrain leaders of the | ties of the various trustees of the com- | 
newly registered Umno Baru from using | panies — but their loyalties will proba- 
the tower block: premises of the for- bly be determined by whoever origi- | show a deficit. Last August, acting | 
mer party, United Malays National Or- | nally appointed them. Usually, the ap- Umno Youth president Datuk Seri - 
 ganisation (Umni ch was deregis- | pointment of these trustees is within the - | Najib Abdul Razak defended Umno's. | 
| 
i 














tered after a coul ion on 4 Feb- | gift of the Umno treasurer, who uses it | winning of the valuable north-south |. 
ruary. i a source of patronage for political | highway project through UE on the de 
The move di the precursor PPO eT. Itis not lost on anyone that | grounds that the party needed the |. 
of a much wide: ttle to pre- money to repay loans of M$350 million. 
vent Mahathir's | party from gain- (US$135 million) attached to its multi — 
ing control over all the old party's as- storey headquarters building and Pus- 
sets. tra World Trade Centre in Kuala Lum- E 
First, however, Razaleigh's "Umno pur. 4 
Malaysia" faction is expected to seek a It is interesting in this respect. that a 
court order quashing the decision by the the Fleet Group — understood to: be X 
Registrar of Societies to register Umno Umno's main investment vehicle — is. | 
Baru. If this fails, it will seek an in- already taking pains to distance itself. 
junction preventing Umno Baru from | from the party. Fleet's chairman, Datuk 
| taking over the old Umno's extensive Mohamed Desa Pachi, refused à ree 
business empire. In the words of one | the party at the state, division and | quest from the REVIEW to discuss the’ 


zs was Umno treasurer from 
| | 

lawyer familiar with the case, sort- branch levels have also been so restruc- | Umno assets issue on the grounds that: 
| 
| 


1976 until 1984. 

In the case of the major publicly 
listed companies belonging to Umno, 
most of Razaleigh's so-called Team B 
supporters have already been replaced 
as directors by reliable Mahathir sup- 
porters, since Razaleigh's unsuccessful 
bid for the party presidency last year. 
However, it is by no means certain that 
the various private companies owned by 


ing out the legal wrangle that will in- | tured. Fleet had nothing to do with Umno. Yet. 
evitably ensue will be a “mammoth 
job.” 

. Just determining the extent of the 
| former Umno's assets could prove to be 
impossible. The informal and brotherly 

way in which the party had always ope- 
| rated up until 1987 led to the extensive 
use of Malay luminaries as trustees of 
Umno property. In some cases this in- 
.| volved relatively minor assets such as 

real estate, but in several notable cases, 
individuals were entrusted with large 
voting blocks of shares of major publicly 
| listed companies. 
.] .. There are very few formal links be- 
jj tween these directors and Umno, 
though it is common knowledge that 
Umno controls at least six companies 
listed on the Kuala Lumpur Stock Ex- 
change. The only acknowledgment of 
links between Umno and one of these 


for years, Malaysian and foreign. news- 
papers have referred to Fleet as Umno’ 
investment arm without being ch ; 
lenged. i 

Fleets new-found sensitivity - 
also have its origins in the group's own 
| ership of several major newspapers — | 
control of which has been crucial in de- | 
nying Razaleigh's faction access to the 
broad Umno membership. Fleet owns a- 
| 50.3% stake in the New Straits Times. 
| Press (Malaysia), which publishes thi 
New Straits Times, Business Times and. 
sist in the investigation. | Berita Harian. uL 
There is a body of legal opinion The government's banning of The. 

| 


Jere by recent events, it seems 

that Umno headquarters in Kuala | 
Lumpur has no clear idea of what its as- 
sets really are — let alone who controls 
them. According to one highly placed | 
source, Umno Baru treasurer Datuk 
Daim Zainuddin has recently initiated 





an urgent internal inquiry into the ex- 
tent of the assets. It is also understood 
that financial journalists from Umno- 
controlled publications have been of- 
fered sabbaticals to enable them to as- 


which believes that Section 17 of the | Star and Watan newspapers last Oc- 
Societies Act 1966 requires all the | tober gave Umno a virtual monopoly of. 
surplus assets of an unlawful society that | the means of influencing Malay public 
has been deregistered to be forefeited to | opinion, as the party also contro 
the Consolidated Fund of the Treasury. | only other English- and Malay-language : 
If the Official Assignee, the re- | dailies in Malaysia — Utusan Malaysia’ 
and Utusan Melayu — through indi- 
vidual nominees. ol 





| companies — United Engineers (Ma- | sponsible official, decides against that 
| dpa or UE — is Works Minister | course of action, any surplus assets 





| sure from 














3rowing presidential timber 







| Aquino's opponents look ahead to 1992 nationwide elections 


By James Clad in Manila 


Bp Corazon Aquino is enter- 
ing her third year in office with 
hopeful signs that Philippine politics 
may finally have stabilised. Apart from 
threats from the revolutionary Left and 
residual malcontents in her military 
forces, most of her opponents have ac- 
cepted the constitutional status quo and 
have begun building political coalitions 
with an eye to far-off elections in 1992. 

To be sure, lingering problems of 
command discipline within the Arm- 
ed Forces of the Philippines, par- 
ticularly over retirement issues, still 
cause Aquino some anxiety. And pres- 
the communist-led in- 
. Surgency — which has become more 
confrontational as the communists try 
to regain momentum — drains re- 
sources from social spending. In addi- 
tion, politically risky price increases 
have resulted from her government's 
energy and sugar-grower support 
policies, while economic recovery plans 
in general remain hostage to external 
demand for Philippine products and 
commodities. 


But despite these enduring political || 


realities, there has been a rapid switch 
from last year's chronically over-heated 
political environment to one marked 
more by conventional intrigues among 
the country's major political players. 
Nationwide local polls on 18 January, 
which were accompanied by relatively 
less violence than in previous election 
years, helped stabilise the situation. 
The January elections entrenched 
political clans already strong in their re- 
spective baliwicks such as the 
Osmena family in Cebu and the Cuneta 
family in Manila's Pasay City. But some 
old families also endured humiliation at 
the polls, notably the Sumulongs (the 
family of Aquino's mother) in Rizal 


province. Vote counting proceeded | 
the centrally orchestrated | 


without 


frauds of earlier years, also helping to | 


| bring about political stability. 
|. Most of Aquino's cabinet members 
| have good prospects for job longevity, 
another plus for the government. The 
frequent cabinet reshuffles of the past 
appear to be over. After a turnover of 
22 ministers in as many months, 
Aquino's political debts now have been 
repaid. 

Inside the current cabinet, a 
technocratic preference for eschew- 
ing politics and getting on with the job 
has become more evident. This alone 
augurs well for improving government 
effectiveness. Administrative machin- 
ery, at least at the top, is slowly be- 
ginning to function more smoothly as 
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the president’s ministers assert con- 
trol. 

For forward-thinking politicians, the 
elections of 1992 cast a faint but ever-in- 
creasing spell. The country’s year-old 
constitution mandates that in May of 
that year voters will choose a president, 
vice-president, members of both houses 
of Congress and all provincial governors 
and mayors. The “sudden-death” elec- 
tions, so named because failing candi- 
dates will get no early second chance 
to run again, will put its stamp on Phi- 
lippine politics until the next cen- 
tury. 


Major contenders for the presidency 
have already started making tentative 
moves, with nearly all of them appa- 
rently willing to respect the constitu- 
tional timetable. Some exceptions exist 
however. Vice-President Salvador Lau- 
rel, now shut out from policymak- 
ing, nourishes hopes that events might 
conspire to force Aquino out of her job 
before 1992. In recent travels, Laurel 
sought, with limited success, to remind 
influential people in the US and else- 
where that he remains on “stand-by,” 
ready at short notice to become 
Aquino’s legitimate, constitutionally 
prescribed successor. 

All but two of the most prominent 
aspirants for the top job now sit in the 
Congress. Senate president Jovito 
Salonga, House of Representatives 
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Ramon Mitra, senators Juan 
Ponce Enrile, Aquilino Pimentel, 
Agapito Aquino and Neptali Gonzales 
top the most-talked-about list. Of the 
two non-legislators considered serious 
presidential contenders, one is Laurel. 
The other is Gen. Fidel Ramos, defence 
secretary, a hero of the 1986 military re- 
bellion that ousted former president 
Ferdinand Marcos and a past darling of 
Manila’s business community. 

Since becoming defence secretary in 
January, Ramos has remained highly 
visible. He adroitly uses the media to 
project an image of a can-do career sol- 
dier, rolling up his sleeves to take on the 
insurgents. This leads many analysts to 
believe Ramos aims to become 
“another Magsaysay,” a reference to 
Ramon Magsaysay who, as a defence 
secretary in the 1950s, helped beat com- 
munist-influenced insurgents — the 
Hukbalahaps — and then ran success- 
fully for president. 

During January and Feb- 
ruary, Ramos appeared to be 
calling for extra powers to help 
the military fight the communist 
New People's Army more effec- 
tively. He denied suggestions 
that this might mean proclaim- 
ing martial law again, but he 
urged that the death penalty be 
reinstated for rebellion and that 
a nationwide identity-card sys- 
tem be set up. Ramos has his ad- 
mirers, but as a politician he 
lacks a party to augment his ap- 
peal. 


Q longa, who still counts him- 
self nominally within Aqui- 
no's coalition, has the best party 
organisation behind him. A long- 
time opponent of Marcos, he has 
achieved a renaissance of the 
moribund Liberal Party (LP), 
working to keep it from becom- 
ing a mere vehicle for self-in- 
terested politicians. 

The Liberals try to combine normal 
self-interested politics with a program- 
me — mainly a rather woolly na- 
tionalism. Salonga's sense of political 
timing remains acute, with his words 
about "political dynasties" just before 
the 18 January poll striking a responsive 
chord. He then made the strongest pub- 
lic attack yet on the prerogatives of 
Aquino's immediate and extended 
family. One cabinet member told the 
REVIEW that "plucking the anti-dynas- 
tic strings” has become “almost an initi- 
ation rite for new Liberal Party mem- 
bers." 

Salonga's well-crafted political skills 
blossomed during his chairmanship of 
the Presidential Commission on Good 
Government, set up by the Aquino gov- 
ernment. For the past two years the 





: commission, which is to be dismantled 


in August, has chased assets belong- 
ing to Marcos "cronies." In the pro- 
cess, LP influence grew, as did its sway 

















| over parts of the broadcasting industry. 


Palace sources say Salonga, quietly 
and behind the scenes, has frustrated 
Aquino's policies while preserving a 
collaborative facade. For example, he 


| has succeeded in stopping legislative 
| moves to drop the Philippines’ Sabah 


claim, the sources say. He 1s also said to 
have insisted on reducing the number of 
provinces to be put into a secret au- 
tonomy plan for parts of Mindanao, 
thereby helping to ensure the plan’s re- 
jection by the Moro National Liberation 


| Front rebels in July 1987. He also has 
.. | given his support to legislative efforts 






aimed at trimming Aquino’s appointive 


E! also wooed people once close to Aquino 


| into his party, sometimes with dramatic 
. effect. Among these are Sen. Teofisto 
| Guingona and former Constitutional 


Commission president Cecilia Munoz 
Palma — who on the first anniversary of 
the constitution's ratification, on 2 Feb- 
ruary, joined 19 other ex-commission- 
ers in criticising Aquino's government. 
The number of congressmen and 
women joining the LP continues to 
grow. The party appeals to both disap- 
pointed job-seekers and to those frus- 


trated by the alleged re-emergence of | 


old-style dynastic politics or by the pace 
of reform. The patronage system of the 
Liberals also depends on the family of 
former LP leader Gerald Roxas, whose 
widow remains active in the party. 
Salonga's chief handicap in the presi- 
dential race may be his age. He is ap- 
proaching 70. 

Another presidential contender is 
the president's brother-in-law, Agapito 
‘Butz’ Aquino. He enjoys support from 
his formidable family and trades on the 
prestige of the Aquino name. His 
brother and the president's husband, 
Benigno Aquino, was murdered in Au- 
gust 1983 — an event which triggered 


the start of Marcos’ rapid decline. Dur- | 


ing the recent elections, in the Aquino 
home province of Tarlac, candidates 
carrying the Aquino family's blessing 
bested many others enjoying support 
from Jose ‘Peping’ Cojuangco, the pre- 
sident's younger brother. 

. Butz’ elder brother, Paul Aquino, 
heads the Lakas ng Bansa party. In con- 
trast to other Aquino or Cojuangco 
family members, Butz Aquino has 
avoided the dynastic tag, but at the na- 
tional level his organisation lacks mus- 
cle. A key issue in coming years will be 
the relationship between Cojuangco's 
PDP-Laban party and the Lakas ng 
Bansa grouping, now the two halves of 
the government's core coalition. 

Now a congressman from Tarlac, 
Cojuangco became PDP-Laban's presi- 
dent in early 1987. This party, of Visa- 
yan and Mindanao urban origin, once 
boasted weeks-long cadre-training ses- 
sions and mildly social democratic pro- 
grammes. While Pimentel was party 
president, this combination of cause- 
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| powers. 
|. ^ Before the 18 January poll, Salonga | 








oriented and traditional patronage poli- 
tics seemed roughly in tandem. 
But sources say Cojuangco's recent 
stewardship has resulted in many more 
alliances of convenience and almost no 
programme. And in contrast to the still 
powerful patronage system run by his 
(and President Aquino's) first cousin, 
Eduardo 'Danding' Cojuangco, Peping 
Cojuangco is said to come out second 
best. Danding left the Philippines with 
Marcos and lives in exile in California. 
Peping is not commonly believed to as- 
ire to the presidency himself but pre- 
ers instead a back-room role. 


jure still remains nominally in 
the PDP-Laban and is reportedly 
still trusted by the president, whom he 
served as local government minister in 
1986. But he would like to become pre- 
sident himself someday and he could 
bolt from the PDP-Laban this year, 
perhaps into the arms of a more cause- 
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oriented party. Pimentel's power base 


lies in Cagayan de Oro, on the northern 
shore of Mindanao, but he also has a 
wide network of political supporters 
bolstered by his stint as local govern- 
ment minister. 

Meanwhile, political irrelevance 
seems to have overtaken Laurel since 
1986, a strange fate for the man once 
rated most likely to succeed Marcos and 
a scion of one of the country’s oldest po- 
litical families. Laurel's once-potent 
United Democratic Nationalist Organi- 
sation, the largest opposition party in 
Marcos' 1984 national assembly, has not 
prospered since 1986. Even at the outset 
of Aquino's government, only two of his 
"boys" entered her first cabinet. Both of 
them, Sen. Ernesto Maceda and 
Camarines Sur governor Luis Vil- 
lafuerte, have since gone their own way. 

Laurel made various alliances during 
the 18 January polls, including ap- 





| 
| 


roaches to men favoured by elements | 


in the military unhappy with Ramos. 























The REVIEW understands that La 
advisers are recommending tha 
emerge from silence later this year tc 
oppose an administration that has cut 
him out of all policymaking. | 
Palace suspicions tend to centre | 
more on nominal government support- 
ers, such as Salonga, than on self-styled — 
oppositionist politicians still grouped in - 
Marcos’ old Kilusang Bagong Lipunan | 
party. In addition, the Nacionalista 
Party and other elements — such as an - 
LP faction quarrelling with Salonga — . 
formed the opposition Grand Alliance | 
for Democracy (GAD) in last year’s 
congressional elections. Sem 
-GAD's standard bearer was former. 
defence minister (and now senator) 
Juan Ponce Enrile. His long-cultiva 
political network make him a still pow 
erful adversary, but this might not add 
up to powerful electoral muscle four - 
years hence if the 68-year-old long-time | 
Marcos ally decides to run for president. - 









The biggest question mark of all 
hangs over the current president's.in- | 
tentions. Although the. constitution | 
bans future presidents from seekng a | 
second, six-year term, this provision ||. 
does not apply to Aquino because she 
was not elected under this constitution. 
She has spoken of leaving after 1992 - 
but, as she warms to the job, many 
politicians here fear Peping Cojuangco | 
and others in her immediate family will 
urge her to go for a second term. Her 
reputation for probity still makes her 
immensely popular, despite her govern- 
ment's defects. : 

Whatever Aquino does, analysts see- 
Salonga’s Liberals increasingly edging | 
away from the president, hoping to - 
emerge in the 1990s as the pre-eminent - 
opposition party. Discussion also 
centres on how Danding Cojuangco is 
using his long-distance influence. This is 
subtly intertwined with negotiations 
aimed to allow him to return, a prospect 
the president is said to resist. LR | 
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Aquino’s government 


| By James Clad in Quezon City 

i W hen asked why President Corazon 
WW Aquino’s government now seems 
closer to consolidation after two years 
of crisis, analysts here point to relentless 
elections — four polls in two years — 
plus some lucky moments in warding off 
six open challenges from military dissi- 
dents. But there is another reason for 
the improvement: the bureaucracy is 

beginning to move again. 
Most of the government's big depart- 
ments are located in this city, built here 
in the 1950s and 1960s to avoid Manila's 
congestion. And while no one pretends 
that the Philippine civil service has 
reached a zenith of efficiency, some 


among  Aquino's second wave of 
ministerial appointments have won 


growing respect as managers. 
Increasingly, there is a business-like 
air in specialist departments lining an 
enormous circular avenue here, while 
even the economic ministries — which 
| include the departments of finance, 
. trade and industry, transportation and 
jj. communications, plus the National 
| Economic and Development Authority 
‘| have recently become less quarrel- 
- some with each other, sources said. 
A notable reluctance of cabinet 


gains respect as it becomes more efficient 





| ministers to speak about 
their deliberations these 
days is in stark contrast 
to media-amplified dis- 
agreements among them 
just a year ago. The 
organisation of work in 
Aquino’s own office has 
also improved, by most 
accounts. 

The president’s exe- 
cutive secretary, Cata- 
lino Macaraig, offers 
a study in contrast to 
his predecessor, Joker 
Arroyo. Whatever ad- 
ministrative deficiencies 
there still are in the pre- 
sident's office, Macaraig seems to fit far 
better than Arroyo the ideal of a low- 
profile, self-effacing secretary who 
pushes through the paperwork. 

Similar comments are heard about 
such men as Finance Secretary Vicente 
Jayme, Agriculture Secretary Carlos 
Dominguez and Transportation Secret- 
ary Rainerio Reyes, Reyes recently de- 
scribed his efforts to minimise corrupt 

| practices: “We have been pursuing our 
| clean-up directives with a no-nonsense, 





| 
| 
| 
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private-sector style. We started at the - 
airp 


ort and the ports, and in the process 


have rocked the boat, cutting lucrative 


side incomes of influential people.” 
Although foreign aid donors still 
complain that most departments behave 
as separate fiefdoms, ef- 
e forts to improve coordi- 
nation seem to be hav- 
M ing some effect. Cauti- 
|| ously, some aid donors 
| are even hoping for 
| Slowly improving dis- 
| bursement of donated 
funds which have badly 
blocked the aid pipeline 
during past year, leav- 
ing a backlog of more 
.than US$2.2 billion. 
. To be sure, the 
abinet still offers exam- 
ples of poorly organised 
departmental secretaries 
*^ badly in need of man- 
—  agerial skills. Yet the 
calibre of many under-secretaries is 
impressive. Some high fliers include 
Trade and Industry's Tomas Alcantera 
and Finance's Ernesto Leung. And re- 
cent moves by Customs Commissioner 
salvador Mison and Immigration and 
Deportation Commissioner Miriam 
Defensor-Santiago, have also won 


respect. Both were appointed last 
year. 

They are undertaking moves similar 
to Reyes’ steps in his department. For- 





[p resident Corazon Aquino’s govern- 
ment has charged nine Armed 
Forces of the Philippines (AFP) officers 
and men with complicity in the murder 
of a trade union leader 15 months ago. 
The move put opponents of Gen. Fidel 
Ramos, Aquino’s defence secretary 
since 23 January, on the defensive. But it 
also revealed residual sympathy inside 
the AFP for the accused — one of whom 
is Col Gregorio “Gringo” Honasan, a 
leader of a violent mutiny against 
Aquino on 28 August last year. 
|. On 19 February, Gen. Renato De 
; Villa, the current AFP chief of staff, is- 
sued arrest orders for prominent mem- 
| bers of the Reform the Armed Forces 
| Movement (RAM), charging them all 
| with the murder of, or conspiracy to 
murder, trade union leader Rolando 
Olalia in November 1986. Olalia, presi- 
dent of the militant Kilusang Mayo 
Uno labour federation, was abducted on 
.12 November together with his driver. 
Both died after being  tortured 
(REVIEW, 27 Nov. ^86). 
_ De Villa's action followed a report 
from National Bureau of Investiga- 
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| A military urder? 


Government charges armed forces men over Olalia killing 


tion director Antonio 
Carpio, which named 
Honasan, navy Capt. 
Rex Robles and Lieut- 
Cdr Elpidio Layson, air 
force Lieut-Cols Oscar 
Legaspi and Eduardo 
Kapunan and four en- 
listed men also linked to 
the RAM, as the con- 
spirators. The brutal 
killings cast a shadow 
over a state visit by 
Aquino then under way 
in Japan. 

Carpio's report said 
that the Olalia killing 
formed part of a plot 
code-named “God-Save-the-Queen” 
(REVIEW, 20 Nov. ’86) which was aimed 
at destabilising the Aquino government. 
Whatever the truth of the charges, 
De Villa’s warrants have not yet 
achieved the detention of the accused 
men. Some remain at large. Others, 
such as Robles, simply refused to be ar- 
rested and instead have stayed inside 
military camp under “house arrest.” 


r 
| 
| 
| 
| 









Honasan — arrested in December after 
remaining at large for three months — 
remains confined in a navy landing ship 
in Manila Bay. All among the accused 
. contacted by the local 
press have denied. the 
charges. 

. The identification of 
Olalia's killers comes as 
welcome news to Aqui- 
no, embarrassed by skim- 
-py results in bringing 
political killers to jus- 
tice. And bringing the 
accused to court would 
help even more, deflect- 
ing criticism that her 
government remains in- 
capable of combating 
soldierly abuses. Carpio 
reportedly has recom- 
| mended to Aquino that 
| ~ she waive. the normal 
rule which requires soldiers to be tried in 
military courts only, a holdover from 
former president Ferdinand Marcos' 











nents too harshly, for fear of risking dis- 
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aeriy. armed forces vice-chief of staff, 
Mison has tackled one of the most dif- 


-| ficult jobs in the government. He has 
moved to sack hundreds of Customs 
| Service employees 





from that notori- 


| ously corrupt department. Those 


as pushed out have picketed the customs - 


| offices. Tension has been high in some 
secondary ports, such as in Cebu, where 
Mison has also sacked $cores of customs 
officers. Us 

Defensor-Santiago' s deportation or- 
ders against some illegal aliens have also 
| offended. Some foreigners expelled in- 





d clude alleged drug traffickers and false 














Jabour recruiters. Aquino has also or- 
ered a temporary clamp on the move- 
ent of Filipino women to Japan as 
shtclub “hostesses.” No one believes 
ramatic changes in corrupt habits 
flow from these various i but 
e is a genuine willingness to beli 


marking a big shift in attitude. 
^: Several ambitious administrative 


; Es exercises are now under way at the na- 
| tional level, each of them marshalling 


thousands of civil servants. Often the 
butt of popular jokes, the Philippine 
postal service has initiated a postal-ad- 
dress code system, which promises to 
speed up mail delivery. And the Agra- 
nan Reform Departments own cam- 
paien to register all agricultural lands 
y the end of February seems to 
have netted 60% of 
the country’s adds 

















an estimated 
landowners, 
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wife, Marilyn, on 23 February aired 
some counter-charges of her own, claim- 
ing that Ramos had been privy to earlier 
plotting to remove the president. Both 
Aquino and Ramos swiftly rejected this 
claim. 

Third, much speculation turns on the 
timing of the arrest orders. It is no secret 
that suspicions had centred on the 
“RAM boys” directly after Olalia’s mur- 
der, as well as on some of their civilian | 
patrons. Many analysts believe the gov- 

ernment had the necessary information 
- before, but has only moved now to en- 


e ^ force its findings. 


—. "Honasan, who regularly receives vi- 

sitors on his floating home, still holds out 
. hope for a “change to the complexion of 
the executive branch,” as he told a mid- 
February visitor. The decision to move 


D against RAM, the most visible bastion of 


anti-Ramos (and anti-government) | 
sentiment in the AFP, indicates 
strengthened government authority 
and, for Ramos, an ever-tightening grip 
on the AFP. But rather than swift moves 


.. to detain physically the accused and 
bring them to trial, analysts expect their | 


gradual confinement and isolation from 
still-potent allies in the AFP, such as 
Col Rodolfo Aguinaldo, now the gover- 
nor-elect in Cagayan province. 


— James Clad | 
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hese are mainly smaller landholders. 
. While these developments point to 
better government, the popular percep- 
tion of the administration has suffered 
. from some recent mis-steps. For exam- 
ple, a broad segment of working people 
an Manila increasingly complain about 
rising prices, citing the government's 
value-added tax (VAT), introduced on 
I January, as responsible for a 10% in- 
crease in the prices of most goods. 

Ihe elaborate VAT exemptions and 
the formal need for registering the col- 
lecting businesses with the Bureau of In- 
land Revenue (BIR) fail to impress. 
Consumers say BIR monitoring is 
haphazard and can be bought and sold. 
Some of the resentment has focused 
on ethnic Chinese shopkeepers and 
warehouse owners. 

Rising prices and unchecked street 
crime are among the most commonly 

heard complaints from people in the 
Street. And Filipinos tend to cite the 
cost of sugar — 18 US cents per lb — as 
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| years. 


| to loosen up sugar importation, produc- 


prices 10076 or more above the prevail- 


. ability or unwillingness of government 
to take action to force the price back 
| down has caused disillusionment. 

. Despite these perceptions, the 
scorecard of government effectiveness 
shows a slight improvement after two 

years of turmoil and constant shuffling 

of staff. Illicit payments and misuse of 


Structure, but the administration's 
slowly accumulating authority owes 
much to some slight, but nonetheless 
. real improvements in the performance 
_ of both ministers and the estimated 2.6 
. million Filipinos on the state payroll. gg 
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s supply. | | 


a benchmark item when lamenting cost- | 
of-living increases over the past two | 


Despite World Bank advice last year | 


| tion shortfalls in à closed internal mar- | 
ket have permitted producers to charge | 


ing world price in recent weeks. The in- | 


authority still permeate the government | 





Dissent and the demand for 
democracy in Singapore 
T Evidently Singaporean national con- 
sciousness-building is not enough to fill 
the void of the Singaporean mass socie- 
ty so well understood by the prime 
minister. l 

But Lee’s analysis clearly did not go 
far enough. He could have gone on to 
describe a much more disturbing trend 
towards a mass society in the area of 
politics in the country that he did so 
much to build into a model of progress 
for Third World countries by using de- 
velopmentalism, an ideology of export 
promotion that stresses maximum link- 
age with the world economy. 

In Singapore’s mass polity, the 
crackdown on intermediate institutions 
between the state and the people has 
increased considerably in ilie past 15 
months. Among the headlined events 
are the disqualification of an opposition 
member of parliament, failure to hold 
by-elections to fill two vacant seats, re- 
strictions on foreign news publications, 
action against the clergy, the shutdown 
of Christian organisations and a drama 
group called Third Stage, and the cele-- 
brated arrest and detention of the 22 — 
"simpletons," according to one quote 
from the prime minister — for seeking 
to establish pressure groups. 

While emotions have run high on 
both sides on these questions, and 21 of 
the 22 have been released, an elimina- 
tion of institutions that might serve to 
mediate between the state and the peo- 
ple remains a de facto policy of the 
Singapore Government. After the 1984 
election, in which two opposition par- 
liamentarians were elected, Lee denig- 
rated the will of the electorate by claim- 
ing that "people use their votes to bar- 
gain, to coerce, to push, to jostle and get 
what they want.” In 1986, the Law So- 
cietys comments on the Singapore 
judiciary led to a governmental effort to 
prevent the society from becoming a 
"pressure group." Various Roman 
Catholic organisations, including the 
Geylang Catholic Centre for Foreign 
Workers, were described in 1987 as “a 
cover for political agitation." 

Even more peculiar are efforts at 
thought control within Singapore's in- 
tellectually sophisticated citizenry. For- 
eign news publications face restric- 
tions in Singapore that they have not en- 
countered in dictatorships around the 
world. 

In a democracy, government is the 
servant of the people. Pressure groups 
articulate demands on the government 
so that the members they represent can 
work within the system of laws and in- 
stitutions in an orderly manner. Alter- 


he theory of mass society, ably de- | 

scribed in William Kornhauser's The | 

Politics of Mass Society (1959), depicts a | 

society where there are few institutions | 

intervening between the isolated indi- | 

vidual and the all-powerful state. | 

The polarisation of mass society can | 
have two types of causes. One is rapid 

social change that destroys traditional | 
institutions, as when a rural community 
is affected by more efficient agriculture, 
then its surplus labour migrates in 

search of work to unfamiliar cities, a | 

condition vividly recounted in the | 

novels of Charles Dickens and Thomas | 

Hardy. | 

Government is the second possible | 

cause of mass society. The deliberate | 

destruction of intermediate political | 

and social institutions, such as pressure | 

groups, political parties and indepen- | 

dent trade unions, has served the func- | 
tion of political control by dictatorships, 

whether in Nazi Germany, Bolshevik | 

Russia, or those lacking a professed | 

| 

| 
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| ideology. 

Since many of 22 Singaporeans ar- 
rested and detained for allegedly plot- 
ting to overthrow the government in 
mid-1987 were Roman Catholic lay 
workers, Prime Minister Lee Kuan Yew 
undertook a study of mass society 
theory in preparation for the annual Na- 
| tional Day Address of 1987. He im- 
| plied, doubtless correctly, that rapid so- 
| cial change in Hongkong, South Korea 
| and Taiwan has been associated with 
large-scale conversions of the popula- 
tion in these newly industrialised coun- 
tries to Christianity. 

In a tone of compassion, he noted 
that the Singapore Government had in- 
deed relocated nearly 80% of the popu- 
lation from ethnic enclaves into govern- 
ment flats, loosening traditional ties and 
thereby creating at least one condition 
equivalent to mass society. One aim of 
the relocation programme was to build a 
more integrated Singaporean national | 
consciousness and thus new cross-ethnic | 
| ties. | 

Nonetheless, after a family moves | 
into a government flat it has the free- | 
dom to stay or to move elsewhere, and | 
























Statistics show that voluntary moves 
demonstrate a pattern of ethnic re- 
segregation within housing compounds. 
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Michael Haas, professor of political 
science at the University of Hawaii at 
Manoa, was a Fulbright Scholar at | 
Singapore's institute of Southeast 


| 
| 
| 
| | 
= Studies last year. 
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P. perhaps unwittingly, was that it 
* FL did not care about its humblest 









native utopias are vital so that those in 
power can gain perspective on where 
they might be headed. Debate, discus- 
sion and protest are normal; their ab- | 
sence is a sign of a mass society. 

Foreign workers in Singapore, for 
example. have problems like everyone 
else. The Geylang Centre and Third 
Stage, an alternative theatre group, 
were being mischievous, according to 
the government, in encouraging these 
workers to be conscious of their needs. 
But most Singaporeans were not in- 
terested in either group; they were con- 
cerned with what the government was 
doing to handle problems of the foreign 
workers. While the shutdown of the two 
groups dominated the headlines of The 
Straits Times newspaper in mid- 
1987, the government released 
| no news on what it was doing to 
assist foreign workers. The mes- 
sage that the government sent, 





residents. 

The economic vulnerability | 
of Singapore has dominated the 
thinking of Lee and the govern- 
ment since independence. With a 
per-capita income only a few dol- 
lars below that of New Zealand today, 
half of the workers of Singapore are 
employed by about 700 foreign corpora- 
tions, which account for about 70% of 
total manufacturing output. More than 
half of Singapore's exports to the US 
are from US corporations with plants 
there. 

Economic dependency was a con- 
cern of the late British leftist academic 
Malcolm Caldwell, whose ideas were al- 
leged to have influenced some of the de- 
tainees. Neither the Singapore Govern- 
ment’s developmentalism nor depen- 
dency theorists have found any practica- 
ble solutions to reduce Third World 
economic vulnerability. Through dia- 
logue the two streams of thought 
might come up with something. Instead, 
the 22 were detained, while economic 
dependency was highlighted within a 
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few months by Sinapo s removal 
from the US generalised system of pre- 
ferences (GSP) because of its obvious 
economic success. 


hen Industry Minister Lee Hsien 

Loong defended the arrests on the 
grounds that those detained had not de- 
bated the issues openly, he was admit- 
ting tacitly that Singapore has no institu- 
tions between the government and the 
people where matters of such national 
importance could be discussed soberly 
and reflectively. Now that 21 of the de- 
tainees have been released, the discus- 
sion could come into the open at last. 
But Singapore’s mass society continues 
to lack arenas in which to debate other 
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than parliament Kompos almost en- 
tirely of one ruling party) and the 
Forum column of The Straits Times, the 
top management of which in recent 
years has included a former director of 
intelligence. What are the consequences 
of the development of mass society 
within a country? As Kornhauser 
shows, support for revolutionary move- 
ments thrives when mass society is pre- 
sent. The arrest of dissenters is seldom 
an appropriate response because condi- 
tions that create a mass society will 
simply give birth to new dissenters. 
Mass society itself needs to be elimi- 
nated. 

Wherever government itself creates 
a mass society by preventing ideas from 
spreading; clamping down on pressure 
groups; telling religious leaders that 
they cannot intrude into politics; re- 


bsi ingaporeans <.. are decent, efficient, 
intelligent, and nationalistic. They have 








stricting news, and other 
to avoid a genuine debate 


pular. re- 
sentment increases and the debate goes 
underground to await.a- cataclysmic re- 
lease. 

When Vincent Cheng, the only 


member of the 22 detainees still in cus- 
tody, was asked hypothetic: ally how the 
government might be overthrown, he 
replied that his sponsored pressure 
groups might "develop to a stage where 
they would come into open confronta- 
tion with the govern Fhis confron- 
tation... wou h peaceful 
protests, publi ions, which 
could lead to... mass dem- 
onstrations, stri to public 
disorder and . | rioting, 
bloodshe ae 
| Were! 
| Lee Kuat 
wer have b 
the answe! 
Nena 



















uestion put to 
d the ans- 
erent? But 
omplete; the 
PRS re- 





rms of "nip i it in the 
bud,” “mastermind,” and “cancer 
cell” theories. These analogies have no- 
thing to do with how politics operates. 
References to political turmoil in the 
past were cited, but the use of past 
events to understand. the present as- 
sumes that all of the conditions of the 
past are also present today: but the eco- 
nomic success of modern Singapore in- 
validates the use of such historical 
analogies. 
Clearly, protest itself would not be a 
roblem, or else 4,000 National Trades 
nion Congress members would not 
have been allowed to march in protest 
against the US Government's GSP deci- 
sion last month. The implied threat is of 
bloodshed and violence. How can 
peaceful protest lead to bloodshed and 
violence? 
Looking closely at the quote from 
Cheng, it is obvious that the process de- 


































| sent from activists such as the 22 de- 
| tainees, so long as organisations such as 

the Geylang Centre, the Law Society, 
or Third Stage are allowed to operate as 
they would in a democracy. When these 
and other groups raise questions, the 
government can respond in a democra- 


prove the political climate for all. 


i democracy, it must indeed fear dissent. 
. Preferring to keep the political system 
| polarised between the government and 
the politically atomised masses, the 
` trend towards a totalitarian dictatorship 
. through increasing cycles of dissent and 
repression is irreversible. 

Singaporeans, under the tutelage of 


- schooling, are decent, efficient, intelli- 
gent and nationalistic. They have found 
wisdom in various governmental cam- 
. paigns for clean streets, family plan- 


lieve that they are entitled to — and 
democratisation. 


uring 1987 Home Minister S. 

Jayakumar stated that the govern- 
ment will enjoy the support of its people so 
long as it is perceived as credible. But as 
the Singapore Government sets up a 
mass society, it has damaged its own 
credibility far more than the naive yet 
sincere dreams of the 22 detainees and 
others. 

So long as backbenchers within the 
ruling People’s Action Party present a 


> an important dialogue will be taking 
A place behind the scenes until the next 
Fr election. But while the Singaporean 
electorate is believed to respect the ac- 
complishments of the incumbents, it 
finds over-regulation an insult to the in- 
telligence of the people, and patern- 
alism no longer appropriate on the 
part of a government whose human- 
| rights record prevents its country from 
2 enjoying otherwise deserved interna- 
E tional respect. A modern capitalist 

economy cannot be run unless workers 
assume individual responsibility for 
their actions. 

In choosing capitalism over social- 


| which the public is accustomed to mak- 


cord that those who said that Singapo- 
reans were not ready in 1987 and 1988 


eral — were selling a great country and a 
- great people short. 
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scribed by him escalates when a govern- | 
ment fails to respond to legitimate, | 
peaceful petitions and pressure. The [7 
. government has no reason to fear dis- |^... gw 
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tc framework, and the result can im- 


ning, and even hairstyles. They now be- | 


democratic vision of a new Singapore, | 


| 
| 
F 
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But if the government is opposed to |. 


| 
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23 years of Ministry of Education |. — 


await — a governmental campaign for | * ` 
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.| ism, the Singapore Government sowed i 
the seeds of the present situation in |. 


ing its own decisions, consistent with the S 
notion of democracy. History will re- |. 


] By Rodney Tasker in Kuala Lumpur : 


ed in 1986 when they returned to Brunei after 
January 1984, according to the party's act- 


| 
| 
1962 rebellion. The four others remain in jail. — 


according to party and other Bruneian sources. 
 Hidup Haji Ahmad, a member of BNDP's cen- —- 
tral committee and, like other party leaders, a bu: 


- senior officials may have been a | 


. . Basically it was an appeal fo 

chy. Brunei has no legislature, a 
dence. "Maybe the government 
<. Hidup, who was away from B 
< since returned. “It was getting som 
, ment accused us of receiving foreign f 
for dissent, pressure groups, religious |. 
] views on matters of politics, alternative LU 
j news supplied by foreign correspon- | 
. dents, genuine political debates — or |- 
for democracy and human ri ghtsingen- |. 


` Sultan’s blessing. It comprised mainly bu 
- government servants were not allowed 
apart from democracy, and said the p: 
Jeader, A. M. Azahari Mahmud, who esc 
lives in Indonesia, and other party officia 















Itan puts paid to fledgeling democr. tic pa 













The four prisoners, reles | 





oaths of allegiance to the sultan, were all con-. 





| 
nected with the outlawed Partai Raykat Brunei 
(Brunei People's Party), which staged a fail- 
ed rebellion in 1962. Three had been among some - 
30 party members and supporters detain- 


it achieved full independence from Britain in- 


ing vice-president Haji Zaini Ahmad, who lives 
in Kuala Lumpur. The other freed prisoner, 
Abdul Hamid Munap, was one of five members . 
of Partai Rakyat who had been detained since the | 

The BDNP officials, Latif Hamid and Latif’ 
Chuchu, were arrested a day before they were 
due to leave for New Zealand to represent their | 
party at a Pacific Democratic Union conference, 4 
| The sultan: 
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| | ou: iinessman, told 
that Latif Hamad had subsequently -been reported by his 
hospital, undergoing treatment for an asthmatic condition, 
visitors. | Erud tu E 
The Brunei Registrar of Societies gave no 
which was formed a year after independen 
founder, Arshad Marshal, had earlie " 


_ What he said were differences in the party leac 


A clue to the reasons for the gov 


Kuala Lumpur in November 1 
the sultan to lift the emergenc: 
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The all-Malay party, which claimed 
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American Expre ss Bank Lud 


Growth opportunities worldwide 


ASSET MANAGEMENT 
IN SWITZERIAND 


P rivate banking clients have many different 
goals, but they all face one problem: how to 
protect and build their assets in an increasingly 
complex world. American Express Bank and its 
subsidiaries have a solution: asset management in 
Switzerland, a unique service combining traditional 
Swiss professionalism, prudence, and discretion. 


Personal attention 


As step one, our investment counselors will ana- 
lyze your individual situation including your 
financial goals and current investments — and 
advise you on the porttolio that best suits your 
needs. This may consist, for example, of short-term 
investments, equities, bonds, even precious metals, 
all carefully selected to give you an optimum bal- 
ance of yield and security. 

The money managers at American Express 
Bank (Switzerland) AG then monitor your port- 
folio on a full-time basis. alert to any economic 
devel ipments that may affect your investments. If 
you wish, we accept discretionary power to handle 
investment decisions on your behalf, in accordance 
with your personal goals. This is a practical, con- 


venient arrangement, particularly if VOU FX sic out- 
side ot Switzerland. 







An American I Npress compas 


Also, while our approach is Swiss, our outlook 
is global. Our network of 103 offices in 42 coun- 
tries — one ot the world's largest — EIVCS us world- 
Wide presence and access to extensive lCSOUTCCS, 

Finally, as part of the American Express family 
of companies, we can provide the discerning inves- 
tor with a wide array of investment opportunities 
that few financial institutions can match. 


Strictest confidence 


If asset management in Switzerland makes sense to 
you, contact your nearest American Express Bank 
lor information — in strictest confidence. In Hong 


Kong, telephone 5-844-0688; in Singapore, 220-2311. 
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-| By Husain Haqqani in Islamabad 
A though the Soviet Union has refus- 
| PA ed to link its withdrawal from Af- 
| ghanistan to an interim coalition gov- 
|- ernment there, Pakistani officials hope 
| that an agreement for such a broad- 
1. based regime could be worked out. On 
| the eve of the 2 March UN-sponsored 
| Geneva talks on Afghanistan, Pakistani 
| negotiators were poised to propose at 
least three alternative mechanisms for 
ncluding anti-Kabul resistance leaders 
fghan exiles in the peace process. 
Zain Noorani, Pakistan's minister, 
tate for foreign affairs, told the 
-| REVIEW that he was cautiously opimis- 
| tic about progress on all aspects of the 
. Geneva negotiations, including the in- 
terim-government issue. Other officials 
hinted at the possibility. of UN 
negotiator Diego Cordovez focusing on 
an intra-Afghan dialogue and an exten- 
sion of the 15 March deadine by which 
Moscow wants agreement on a time- 
table for pulling out its troops. l 

The Soviet Union scored a diploma- 
tic advantage in early February with its 
announcement that it would withdraw 
its forces following a Geneva agreement 
on the timetable, leaving the future of 
the government in Kabul to be decided 
by the Afghans themselves. But in the 
past it was Moscow which had always 
linked a troop pullout with “national re- 
conciliation” in Afghanistan, ostensibly 
to stave off bloodletting between sup- 
porters and opponents of the Kabul re- 
gime. 

Although Islamabad had previously 
played down the civil war aspect of the 
Afghan situation, it now maintains that 
a Soviet withdrawal without transitional 
arrangements would cause a bloodbath 
in that country and could aggravate 
Pakistan’s refugee problem. Pakistan 
















































ugees and is also the headquarters of 
the major mujahideen groups. 

Pakistan’s dilemma has been aggra- 
vated by the mujahideen refusal to ac- 
cept any settlement which excludes 
their participation and curtails their abi- 
lity to use Pakistan as an operational 
base. Mujahideen leader Gulbeddin 
Hekmatyar announced recently that the 
guerillas will continue their operations 
until the fall of the communist regime in 
Kabul and could move their headquar- 
ters to Iran or inside Afghanistan if 
Pakistan gives in to Soviet pressure. He 
also alleged that the superpowers had 
struck a deal to prevent an Islamic fun- 
damentalist takeover in Kabul, by sec- 
uring the return of Soviet troops with- 
out dismantling the regime installed by 
them nine years ago. 
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From Pakistan's point of view, 
acceptance of the Geneva agreement 
by the mujahideen is necessary because 
any Soviet pullout would be linked in- 
evitably with an end to the interna- 
tional arms aid to the guerillas. Enforc- 
ing an aid cut-off to the resistance 


against its will could prove difficult 


erations inside Afghanistan from the 


houses more than 3 million Afghan ref- 


1 





and entails the risk of a confrontation 
between the Pakistan Government and 
the guerillas and their local support- 
ers. Another fear in Islamabad is that 
even after an accord and an aid cut- 
off, the resistance could carry on its op- 


large territory it already controls with 


guerillas. 


has announced its own proposal for a 


| 
| 








| see New Delhi as a Soviet surrogate. 

This limits any meaningful role for- 
.: India. v 
he seven-party resistance alliance | 


broad-based coalition dominated by the - 


mujahideen but providing for participa- 
tion of individuals from among Kabul's 


present rulers. Despite initial Soviet re- - 


jection of the proposal, officials in Is- 
lamabad believe it could serve as a basis 
for negotiations between Afghan com- 
munists and the resistance leaders. 


Pakistan's Western backers, notably | 


the US, could not reject the Soviet offer 
after years of insisting that the presence 
of foreign troops was the main issue in 
the war-torn country. But Pakistani of- 
ficials say the US understands its con- 
cerns and supports efforts on interim- 
government proposals, though pu 
it cannot be seen as holding up the with- 
drawal of Soviet troops. 





Shultz' discussions in Moscow on 20 
February, his under-secre ;] 
Armacost came to Is 
Pakistani leaders on W 
sessment of Soviet in 
officials say he ackn 
to pursue the two-tr: 
ing a short withdras 
as concessions 0) 
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ments is basec 


possible civil war fo 
Soviet pullout. 


» Salamat Ali writes from New 
Delhi: India has also been in- 
volved in the flurry of diploma- 
tic activity over Afghanistan. 
In February top Indian envoys 
held consultations in Moscow 
and Kabul and also met former 
Afghan king, Zahir Shah, in. 
Rome. US and Soviet officials — 
have also called on New. 
Delhi's leaders to brief them | 
on the state of negotia- | 
tions. While the US sees an In- - 
dian role in persuading Mos- |. 
cow and Kabul to reach a rea- 
sonable and quick settlement, 
Pakistan and the Afghan resistance 


out Pakistan's position. But Pakistan 
was not prepared to receive him either. 
While Islamabad can ensure that India 
role will remain marginal, New Delhi 
making moves to assert its interests in 
the issue. India is concerned that in the 
event of an Afghan settlement, an est 
mated 60,000 Pakistani troops deploved 
on the Afghan border could be moved 





to the Indian border. If the r 
resistance continues even after a settle- 
ment, it could keep the region in tur- 
moil, thus ensuring continuing super- 
power meddlinginthearea. —— u 
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. By Sophie Quinn-Judge in Moscow 
he recent demonstrations in the So- 
viet republic of Armenia, sparked 
. by a demand for the incorporation of 
Nagorno-Karabakh into the largely 
Christian republic, are the gravest 
challenge yet to Mikhail Gorbachov's 
leadership. Nagorno-Karabakh is an 
autonomous region of the mostly Mus- 
lim neighbouring Soviet republic of 
"Azerbaijan. 
Hundreds of thousands of people, 
perhaps as many as 1 million, were re- 
ported to have massed peacefully in the 
streets of the Armenian capital of Yere- 
van on 26 February to call for the return 
of Nagorno-Karabakh to Armenia. 
About 7576 of Nagorno-Karabakh peo- 
ple are ethnic Armenians. 
.. The following day the demonstra- 
tions were suspended after Armenian 
> poetess Silva Kaputikyan announced on 
; local TV that Gorbachov had promised 
her their problems would be "justly 
= solved." 
| Although this is by far the Soviet 
| Union's most serious nationalist distur- 
bance in many years, it follows several 
incidents of nationalist and ethnic un- 
rest in other parts of the country — from 
Yakutia to Latvia. Agitation for permis- 
sion to return home by Crimean Tatars, 
who were relocated after World War II 
to Soviet Central Asia, resulted in the 
formation of a special governmental 
commission last July. The commission's 


. By Martin Ebon 

foscow has countered Crimean 
Tatars’ demands for return from 
. Central Asia to their homeland — the 
Crimean area now absorbed by the 
Soviet republic of the Ukraine — with 
concessions to “fuller satisfaction of so- 
. cial and cultural needs." A state com- 
mission, headed by President Andrei 
: Gromyko, issued a series of “recom- 
mendations,” which the Tass news- 
agency published on 4 February, that 
included “removing unjustified ob- 
.Stacles" to Tatars’ "change of resi- 
. dence. l | 
The commission was formed last 
July, after unprecedented Moscow 
demonstrations by hundreds of Tatars 
demanding to be allowed to return to 
the Crimean region of southwestern 
Russia. Some 400,000 Tatars were de- 
ported from the region in 1944, to be 
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Opening old wounds 


New policies encourage ethnic groups to raise grievances 


Seeking a return home 


| Government to address problems of displaced Crimean Tatars 







































report was released in 
February. 

Many analysts believe 
all these disturbances are 
an inevitable outgrowth 
of Gorbachov's policy of 
glasnost, or openness, 
which has encouraged 
discussion of previously 
taboo topics, including 
historical injustices. 

Unlike the riots in the 
Kazakhstan capital of 
Alma-Ata in late 1986, 
there is no overt anti- 
Russian overtone in the 
Armenian unrest — al- 
ways a concern for the 
Moscow leadership, given that non- 
Russian ethnic groups make up more 
than half the Soviet Union's population. 
Indeed, eyewitnesses reported that 
some of the demonstrators gathered 
around Yerevan's opera house carried 
portraits of Gorbachov and banners 
supporting his policy of perestroika, or 
restructuring. 

Tsarist Russia, and later the Soviet 
state, provided protection for Arme- 
nians from their Muslim neighbours in 
Turkey. The 1915 expulsion and mas- 
sacre of Armenians on the eastern Tur- 
kish border drove many refugees into 
the Russian Transcaucasus. There the 
mainly Christian Armenians, who form 


| 


settled in Uzbekistan and other Central 
Asian areas. 

The Tatars are of Turkic/Mongol 
ethnic origin. The Tartar khanate of the 
Golden Horde, initially led by descen- 
dants of the nomadic Mongol conqueror 
Genghis Khan, ruled Russia from its 
capital on the lower Volga river from 
1240 to about 1480. By the late 15th cen- 
tury, the Islamic Crimean khanate had 
become an autonomous vassal state of 
Ottoman Turkey. Successive czars bat- 
tled to enlarge the Russian empire from 
Moscow and by the late 18th century the 
forces of the Czarina Catherine had 
conquered the Crimea. 

But Soviet leader Joseph Stalin, him- 
self a non-Russian, was aware of the 
fragmenting potential of the many 
nationalities accumulated by czars and 
reconquered by their Bolshevik success- 


(Gorbachov: grave challenge. 
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| about 85% oftheirr 





'ir republic's 3.31 
people, live next door to the Azer- 
baijanis. | 

The Azerbaijanis, most of whom are 
Shia Muslims, speak a Turkic language 
and earned the enmity of the Arme- 
nians for their tacit support of Turkey 
during World War I. Today, Armenian 
grievances appear to be 
focused against the Azer- 
baijani administration of 
Nagorno-Karabakh. The 
m and region southeast 
O 


Armenia’s Lake Se- 
| van, with a population of 
about 180,000, was made 
an autonomous part of 
| the Azerbaijan republic 
in 1923. 

The: m support 
of the Armenian party 
chief, Karen Demir- 
 chyan, for the demon- 
strators adds another di- 
mension to the situation. 
| Demirchyan told the 

crowds on 27 February 
that a local party meeting had agreed to 
ask Moscow to set up a commission to 
study the Nagorno-Karabakh issue. 


Du stance appeared to 
be a challenge to the Soviet leader- 
ship, which earlier in the week had sent 
word via politburo messengers that no 
territorial changes would be consi- 
dered. On 24 February, press spokes- 
man Gennadi Gerasimov, had also said 
the government was not prepared to 
reconsider Nagorno-Karabakh's status 
within the Azerbaijan republic. Any 
concessions to  irredentism within 
the Soviet Union could open a Pan- 
dora's box of nationalist claims that the 


ors. The Crimean and other deporta- 
tions were ordered by Stalin during 
World War H in an effort to avoid al- 
leged or anticipated collaboration of na- 
tional minorities with the invading ar- 
mies of Nazi Germany. Tatars charge 
that some 100,000 men, women and 
children perished during and following 
the long train rides to Central Asia, 
under primitive, unsanitary conditions. 

Moscow's new concessions have 
failed fully to redress the Tatars' com- 
plaints, but Gromyko is walking a fine 
line: trying to appease Tatar ire risks 
fuelling further demonstrations and un- 
rest by other Soviet minorities, such as 
the explosion of Armenian nationalist 
sentiment currently dogging the leader- 
ship in Azerbaijan. AM 

The Crimean region is best known 
for its Black Sea coastal area, which 
contains such resort towns as Y alta, site 
of a historic conference of Allied lead- 
ers in 1945. Simferopol is the re- 
gion's administrative centre, and Sevas- 
topol and Balaklava are among its his- 
torically well-known towns. 

The February commission report 





53.3 million 


























































Kremlin clearly wants to keep shut. 
^ Demirchyan has been singled out for 
heavy criticism by Gorbachov for fail- 
to implement reform in his republic, 
and there has been increasing specula- 
jon in Moscow that he would before 
ong be squeezed out of office. Elect- 
| ed Armenian first secretary in 1974, 
i he is one of only three surviving re- 
| public leaders to have taken office 
| under the late Soviet leader Leonid 
- Brezhnev. 
"At.a central committee plenum in 
ine 1987, Gorbachov said that the 
an population was deeply con- 
about the economic situation 
moral climate in the republic. 
cused the Armenian leadership, 
ding Demirchyan, of complacency 
ace of bribery, protectionism and 
ilation. However, press accounts 
“December 1987 ple- 
| num of the Armenian 
] party seemed to show 
|. that, despite two speech- 
| es very critical of him, 
. Demirchyan's control of 
the local party was un- 
threatened. 

There now seems to 
be a possibility that De- 
mirchyan is harnessing 
the increasingly vocal 
nationalist movement in 
his republic to shore up 
his own position. During 
1987, according to the 
Radio Liberty Research 
Bulletin, Armenian intel- 
lectuals began to organise 
against oe indus- 
tries and called for the 
closing of a nuclear power 
station. 

















avoided direct reference to the Tatars’ 
demands for return to the Crimea. In- 
stead, it noted that “the [Soviet Union] 
Council of Ministers specified the order 
of residence registration for citizens of 
all nationalities arriving for permanent 
| sojourn in resort areas. . . " It added that 

| “terms of residence in all resort areas of 
the country had been defined more 
clearly." While parts of the Crimea are, 
in fact, vacation spots favoured by 
tourists and other transients, the Tatars’ 
| requests are for permanent resettlement. 


Af hen the Tatars demonstrated in | 


Moscow's Red Square last summer, 


one of their banners read, "Motherland | 


or Death!” They had hoped to see Soviet 
leader Mikhail Gorbachov. Instead, on 
27 July they were finally permitted to 
meet Gromyko, who urged them not 
to act in an extreme way, as this 
might weaken their cause. The Tatar 
spokesmen were dissatisified with 
iromyko's pledge that the new com- 
mission would deal fairly with their de- 
mands. 
Commission members made several 
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Soon after an anti-pollution demon- 
stration in October last year, a group of 
Armenians demonstrated in Yerevan 
for the return of Nagorno-Karabakh 
and Nakhichevan — another autonom- 
ous territory administered by Azer- 
baijan, lying on the border between 
Armenia and Iran with a large but 
not predominantly Armenian popula- 
tion. 

The current wave of unrest started 


i on 11 February with posters and open 


letters circulating in the Nagorno- 
Karabakh capital of Stepanakert calling 
for the incorporation of the region into 
Armenia, the official Soviet newspaper 
Izvestiya said. A student strike followed 
and a chain reaction began, the new- 
paper said. On 20 February, a meeting 
of the regional soviet in Stepanakert 
called for the territory’s incorporation 
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trips to Tatar communities in Central 
Asia, notably Uzbekistan. 


about social and career discrimination 
against Crimean Tatars. Radio Moscow 
reported on 5 September last year that 
the local Tatar newspaper in Tashkent, 
the Uzbekistan capital, “took several 
days to establish contacts with the work- 


ing commission," suggesting that the - 


commission's prestige within the Tatar 
community may have been low. 

The broadcast confirmed that most 
of the Crimean Tatars — about 200,000 
— now live in Uzbekistan. Interim re- 
ports on the commission's activity em- 
phasised that sentiments among the 
Tatar community about returning to the 


prominently quoted Crimean Tatars 
who castigated the Moscow demonstra- 
tions and other publicity efforts as the 
work of “extremists.” 

The Gromyko commission stated 
that central and local Soviet govern- 
ment bodies had adopted new measures 
designed to “create conditions for the 
study by Tatars of their native tongue,” 
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Among 
other topics, they heard complaints 


Crimea were mixed. Soviet media 







































into Armenia. At the sa 
dent sources in Moscow reported d 
onstrations by several thousand agai 
pollution from synthetic rubber fac 
tories in Armenia. | | 
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adding that “the demand for periodicals | 
and books is being met more fully." It | 
also announced plans to “increase the- | 
publication of works, including those by. | 
national authors, as well as . . . radio | 
and television broadcasts in Tatar.” . 
Last November, Tatar-language broad- 
casts began in Tajikistan. P 
While a large number of Tatars 
in and around Tashkent, substantia 
communities also exist in other Uzbe 
areas, such as Samarkand, Andizhan 
Namangan and Fergana. Members of 
the Gromyko commission visited these 
and other centres. The commission. 
recommended that the concerned min- | 
istries, government departments and — 
local administrations implement its rec- _ 
ommendations, which include "mea- . 
sures designed to rectify the situation. 
with employment of Tatars,” an appar- 
ent reference to ethnic discrimination. 
The Gromyko commission, in dis- 
creet bureaucratic terminology, ac- . 
knowledged ethnic stresses affecting 
the Crimean Tatars, presumably in rela- — 
tions with Russians, Uzbeks and other | 
national groups. n 














































ly Emily Lau in Hongkong 
referendum on direct elections 
A" would have been approved by the 
people of Hongkong by at least a 2:1 
‘majority. This was the opinion of inde- 
pendent market-research consultant 
Norman Webb, who also found two 
public-opinion polls on representative 
overnment, sponsored by the Hong- 
ong Government's Survey Office, "in- 
adequate" and "deeply flawed." Webb 
is of the opinion that had the people of 
Hongkong been consulted, at least two- 
thirds of their votes would have been for 
partial direct elections to the territory's 
Legislative Council (Legco, the law- 
making body) in 1988. 
© In January, the REVIEW invited 
Webb to appraise the 
- Hongkong Govern- 
Mment's 1987 political 
. review and a Survey Of- | 
: fice report on which the | 
: political review's con- | 
clusions were partly | 
| based. This was done in | 
{| Webb's personal capa- 
[city as an independent ji 
| 








consultant. 

Webb, secretary- 
general of Gallup Inter- | 
national and a member | 
of the Council of the 
Royal Statistical Society 
in London, was in Hong- 
kong in May 1987, when 
he met Adolf Hsu, the | 
Survey Office commis- — 
sioner. Webb discussed | 
with Hsu the Survey Of- 
o] fice’s plans then to con- 

|. duct the two polls on 

. Tepresentative govern- 
ment, which were held later in the year. 
. . The Survey Office was set up by the 
| government to collect and collate public 
| Opinion on the government's green 
. paper (consultative document) on rep- 
resentative government, published in 
May 1987. A white paper (policy docu- 
ment) on representative government 
was published on 10 February, after the 
government was to have taken into ac- 
count the public's views as reflected in 
the Survey Office polls. 
. The two polls were conducted by 
A. G. B. McNair on behalf of the Survey 
Office. The section of the McNair polls 
on direct elections has been roundly 
criticised here by statisticians, market- 
research companies and the pro-demo- 
cracy lobby as flawed and unprofes- 
sional. 
. ,In the white paper, the government 
said direct elections would be delayed 
itil 1991 and cited the McNair polls as 
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evidence that more people were against 
than in favour of introducing direct elec- 
tions in 1988. 

(Five days after the publication of 
the white paper, British Foreign Secre- 
tary Sir Geoffrey Howe was in Moscow 
talking to Soviet Foreign Minister 
Eduard Shevardnadze about the with- 
drawal of Soviet troops from Afghanis- 
tan. "We look to the Soviet Union to 
help facilitate the emergence of a 
genuinely representative government in 
Kabul," Howe said. 

In asking the Soviet Union to give 
the Afghans what Britain had promised 
in Hongkong, it is not clear whether 
Howe wanted Afghanistan to introduce 
indirect elections con- 
sisting of functional con- 
| stituencies and an elec- 
| toral college or whether 
he meant representative 
government as it is gen- 
erally understood in the 
West.) 

Webb said he did not 
doubt the expertise of 
MeNair, which is recog- 
nised by the profession 
in Hongkong and as a 
member of the interna- 
tional A. G. B. group. 





stead directed at the 
| Hongkong Govern- 
|j ment. Webb pointed 
out that it was normal 
practice for a client — in 
this case, the govern- 
ment — to be informed 
of major aspects of such 
projects. The client may 
then demand that some aspects be done 
in a particular way, and the polister 
would be obliged to respond. 

However, Webb likened the way 
McNair carried out its duties to the 
“ritual way . . . peasants of Europe of 
two generations ago faithfully attended 
Mass and gave their responses in a Latin 
that they did not understand." 

Setting aside the flawed polls, Webb 
said the results of other territorywide 
surveys on political reform here — 
sponsored by newspapers and other in- 
dependent organisations and conducted 
by well known professional polling 
firms — indicated that half of Hong- 
kong's adults wanted direct elections in 
1988, out-numbering those against by 
two or three to one. About 30% of those 
polled by these firms did not have a 
view. 

Webb said the McNair polls were 
flawed from the start, when "focus 








His criticisms were in- | 









| 
| 
| 
| 
| 


| 
| 
| 
| 
| 
| 
{ 
| 
| 
| 


| 
i 


| 
| 


| 
| 
| 


| 
| 
| 


| 
| 
| 


| 


| 
| 
| 
| 
| 
| 
| 
| 





of the population — mainly those who 
are less educated less articulate and less 
likely to understand the matters con- 
cerned. Therefore, McNair was proba- 
bly misled by the results of the focus- 
at discussions and designed surveys 
which many respondents subsequently 
did not understand or could not respond 
to, he concluded. 

On McNair's field operations, Webb 
said it had adopted the best practices in 
market research. However, he said the 
company had failed in the most impor- 
tant area of research — that is, to carry 
out a survey which conveyed to its client 
“the true wishes of the people of Hong- 
kong about the future political struc- 
ture.” The fault lay in the design and 
content of the questionnaire, Webb 
said. 

McNair, Webb said, had failed to 
recognise the relative importance of the 
question of direct elections, which was 
shown by public responses to the Survey 
Office and by media coverage of the 
subject to be distinctly the most impor- 
tant issue. In designing the question- 
naire, questions on other topics — re- 
quiring 20 or 30 minutes to answer — 
appeared before any questions on direct 
elections. “By this time respondents are 
likely to be no longer as fresh and will- 
ing to cooperate as they were when they 
started the interview," Webb said. 


E E first question dealing with direct 
elections gave four alternative re- 
sponses which embraced a number of 
separate but related issues, namely the 
question of the relative proportion of 
different categories of Legco members, 
the concept of direct elections to some 
part of Legco being undesirable, the 
üming of direct elections and various 
alterations in the balance of different 
kinds of members. 

Webb said: *It may well be that ad- 
ministratively these are the only options 
that the government of Hongkong 
would wish to allow its citizens. But in 
order to find out what the citizens of 
Hongkong wish, it would have been far 
better to have asked them a number of 
simple direct questions on the subject. 
This was not done." 

Webb also criticised the convoluted 
language used by McNair to obtain 
opinions on direct elections, as com- 
pared with "the ordinary language with 
which people would normally com- 
municate" used in the questionnaires of 
the other professionally conducted sur- 
veys on political reform. Asa result, the 
second McNair survey had not given re- 
spondents an opportunity to express 
their views in a simple and easily under- 
stood manner, especially on the ques- 
tion of direct elections, hesaid. — 
The Hongkong Government's dep- 








to deter- | 























ty chief secretary, John Chan, has ad- 
atted that the wording of questions on 
Legco's composition could have been 
| improved. 

Webb also criticised McNair for fail- 
ing to take into account the lessons from 
its first survey, which had demonstrated 
the respondents’ lack of awareness of 
the green paper’s content. “Given all 
this, it would have seemed to me to have 
been a matter of urgency to have 
changed the language and format of the 
second survey in order to cope with the 
shortcomings of the first,” he said. This 
| did not happen, he said, and McNair 
¿| “plunged into the second wave of the 
| surveys without any major adjustments 
4 of the questionnaire. Accordingly they 
^. | have got similar results.” 

— p. In the second survey, 24% said they 
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did not understand the concept put to 
them in a question concerning Legco’s 
composition, 3% did not understand 

the options and 18% did not give an 
opinion. “The fact that nearly half of 
them were defeated by this question 
demonstrates how complicated it must 
have been," Webb said. 

He said it was impossible to conclude 
from the responses to the “complicated 
and highly abstruse question" what the 
true wishes of the Hongkong people 
were, but said it was possible that given 
a clear and simple question about direct 

elections and their timing, there could 
have been much more support for both 
concepts. 

On the question of signature cam- 

















desirable in possible to make one or more of the following 
changes, e.g. increase slightly the number of Official Members, reduce the number of | 
Appointed Members, increase the number of indirectly elected Members or have 
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paigns and other organised expressions 
of public opinion, Webb said they can- 
not be quantified as scientific evidence. 
The Survey Office report said 39,000 
people favoured direct elections in 
1988, while 94,000 did not. Almost 
70,000 of the submissions on this topic 
were identical printed letters, 90% of 
which opposed direct elections. 

The Survey Office did not count as 
submissions more than 230,000 names 
gathered in a signature campaign in sup- 
port of direct elections. Webb said the 
volume of unsolicited letters and sub- 
missions cannot be a guide to the extent 
of public concern but rather as a mea- 
sure of the dedication and efficiency of 
the pressure groups organising the 
write-ins. 

Observers seeking historical paral- 
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REVIEWTABLES by Barny Lee 
lels noted that when the British Labour 
government of Harold Wilson held its 
1975 referendum on the principle of 
membership in the European Commu- 
nity, 64.5% of the electorate voted one 
way or the other, with 67% of these sup- 
porting continued membership and 
33% opposed to it. All the opinion polls 
held before the referendum had cor- 
rectly predicted its outcome. 

Its significance here lies in the fact 
that public opinion in Hongkong on di- 
rect elections in 1988 — in terms of 
being for, against and not stating — is 
very similar to the referendum result, 
which was regarded as the public will 
and ended political debate on the mat- 
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leave Malaysia 


By Hamish McDonald in Sydney 
ustralian Defence Minister Ki 
Beazley has set a timetable fo 

seamless switch in his armed o 

military role in Southeast Asia, fr 

vestigial garrison to friendly sp 

partner. With the last of the elderly V 

age fighters of the Royal Australian. A 

Force (RAAF) leaving Malaysia’s But- 

terworth air base in the coming weeks, 

Australia ends several decades of per- 

manent basing of major defence-force 

components in the region and shifts toa - 
system of rotation on a visiting basis. : 

In a parliamentary statement on 23 
February, Beazley set out to allay mis- 
givings both at home and in Singapore 
and Malaysia that the consequence 
of last year’s defence-force structure | 
review by strategist Paul Dibb and the |. 
later government White Paper on De- 
fence was a retreat into the isolationism 
of a "Fortress Australia." 

Beazley was at pains to portray the 
withdrawal of Australia's permanent 
fighter force from Butterworth as en- 
tirely related to technical factors inher- 
ent in the replacement of the Mirages | 
with new F18s. These require less fre- i. 
quent maintenance and can thus ope- |. 
rate for more extended p eriods away |. 
from technical support. But servicing | 
the F18s requires an engineering base |. 
costing about A$200 million (US$143 ||. 
million). The two factors encouraged 


tralia. 

The long ranges demanded by the j|. 
size of Australia's defined area of “di- | | 
rect military interest” — out to 1,000 
nautical miles offshore, which creates à 
box 4,000 nautical miles east to west an 
3,000 miles north to south — have 
caused the Australian forces to ws 
equipment readily d 
Southeast Asia and the Southwe: 
Pacific. In addition, a shift of domesti 
bases around the Australian perimeter 
brings the forces closer to Asia. The 
new Tindal fighter base nearin comple- 
tion at Katherine, Northern Territory, 
will put F18s within four hours’ flying .: 
time of Malaysia. Half of the Royal 
Australian Navy (RAN) destroyers, fri- 
gates and submarines are being shifted — 
from bases in Sydney to the Cockburn ` 
Sound base near Perth. | 

Although Beazley gave no hint of t 
part of the decision also derives fr 
some estrangement of Australia an 
Malaysia in military affairs since both 
countries joined Britain, Singapore and ` 






















The People’s Republic of 


China Year-Book 1987 
_ The People's Republic of China Year- 
Book 1987 is not only fascinating reading 
for those with social and cultural interests in 
China, but an essential reference for 
people with business dealings in the 
. country. 
What is it? 
. This classic volume with over 750 pages 
-. Singularly offers the most complete guide 
to every aspect of life within China 
<- available today. Its contents range from 
`< the people and culture to economics, 
-> finance, trade, politics, education, science 
- and technology. Plus countless other . 
... Subjects covered in precise detail. 
= Itisthe culmination of thousands of hours 
.. in research invested by the New China 
News Ltd., professionals who know the 
country intimately. The result is a 
| cyclopaedia of unparalleled insight and 
- information. 
. - Who needs it? 
~; f you have any interests in China at all 
(0o then you'll find the People's 
Republic of China Year-Book 
1987 to be an essential 
js. companion. And, because 
|... it is completely indexed, it 
-= is a particularly helpful 
reference for students, 
_ professors and people conducting 
. -* business in or with the country. 
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Together these two classics 
will bring you all the 
information about China - 
you will ever need to know: 


€ Thousands of pages of detailed 
data examining the changing face of 
China. 


€ Expositions, speeches and articles 
contributed by authoritarians, 

pertaining to the exciting market 
potential and business opportunities 
available in China. 


e Hundreds of photographs and 
illustrations of interest. 


© Two systematic and valuable 
references for those with business 
dealings in China. 
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The Almanac of China's 
Foreign Economi ic Relations 
& Trade 1987 

China's trade policies with: the rest of 
the world have never offered more 
opportunities than they do. today. The 
country represents an unprecedented 
potential — an expanding market 
equivalent to one quarter. of mankind. 
And yet, data or 
economy has, unt 








Now, there is one book that. 
encapsulates every detail relevant to a 
businessman conducting dealings with 
China ~ The Almanac of China's - 
Foreign Economic Relations & Trade. 


What is it? 


The Almanac records articles and data 
contributed by leading scholars and 
authoritarians as well as representatives 
from China's Foreign Economic Relations 
and Trade Department. Its contents are 
extensive and detailed, systematically 
laid-out for ease of reference. It includes 


vital information to businessmen, such 


as trade policies and 
T  féstrictions, and even 

offers listings of potential 
od ' joint-venture- partners. 


| Who needs it? 
The Almanac is absolutely 
vital to anyone thinking of, 
-Or already involved in, 
business relations with 
. China. It is also a fascinating 
A record of the changing face of 
China's trade policies. Not only 
is it one of the few books that 
offers an accurate view of China's 
economy but it is also the most 
us -to-date documentation of this data. 
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pk New Zealand in the Five-Power De- 
fence Arrangement in 1971 when Bri- 
tain was withdrawing its direct strategic 
guarantees "east of Suez." Malaysia's 
- Ásean and non-aligned status obviously 
-raise the possibility of political con- 
straints on the use of Butterworth. The 
sheer expense of the F18s — 75 aircraft 
costing A$40 million each — and their 
centrality to important force capabili- 
ties, also must have made air chiefs ner- 
vous about leaving them far afield on 
foreign territory. 

The new system of rotational deploy- 
ments begins in March as the Mirages 
fly out. A RAN submarine will operate 
from the main Malaysian naval base in 
the first of a near-continuous deploy- 
ment of at least one vessel in Southeast 
Asian waters. The RAAF will send F18s 
to exercise in Singapore and Malaysia, 
beginning a programme that will have 
one squadron operating there at least 16 
weeks a year. Surveillance flights by 
RAAF P3C aircraft will be continuous 
over the South China Sea and Malacca 
Straits. Several hundred Australian per- 
sonnel, including RAAF ground staff 
and an army rifle company, will remain 
at Butterworth in support. 

Beazley said the notion that Austra- 
lia had a role to play as "regional police- 
man" was a prime example of outdated 
thinking, neglecting the economic pro- 
gress o countries in the region and the 
development of their armed forces. En- 
hanced local military capabilities also 











By Michael Vatikiotis in Jakarta 


elations between Australia and In- 
donesia tend to get dramatised. As a 
result, the second visit by Foreign Minis- 
ter Bill Hayden to Jakarta within a year 
on 26-29 February proved a no less sensi- 
tive affair than the first in May 1987. 
Ostensibly, the vexed state of rela- 
tions between Jakarta and Canberra is 
said to be improving. The ban on Aus- 
 tralian journalists in Indonesia — in 
force since a Sydney Morning Herald 
1986 article on President Suharto — is 
now being eased. A correspondent for 
the Australian Associated Press is al- 
ready in Jakarta and Hayden announced 
that the Australian Broadcasting Corp. 
*is well on the way to getting approval." 
However, problems have arisen dur- 
ing the course of Hayden's visit that re- 
flect the continuing awkwardness of the 
relationship. Why, for example, did the 
Indonesian foreign minister continually 
refer to the status of Hayden's visit as 
that of a guest of the Australian ambas- 
sador? The Australian Embassy denied 
this was the case, clearly stating that 
his stop on the way back from an ex- 
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A dramatic problem 


Hayden treads softly, softly on improved relations 
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required a shift away from military aid 
in the form of equipment and basic in- 
struction, towards mutual familiarisa- 
tion through exercises and personnel 
exchanges. 

During a tour of Southeast Asia last 
year, Beazley reached agreement with 
Thai defence chiefs to hold combined 
exercises in Thailand at army company 
level, the first such regular contact. 
Beazley has also encouraged the territo- 
rially constrained Brunei and Singapore 
armed forces to use Australia for exer- 
cises and training. However, he told 
En of being "disappointed" that 

donesia has let defence cooperation 
activities decline. Jakarta stopped send- 
ing armed forces officers to Australian 
defence courses in 1976 in retaliation 
against Australian press articles about 
President Suharto. 

Military links with the remaining 
Asean member, the Philippines, con- 
tinue to be a touchy subject in Australia. 
Speaking to foreign correspondents in 
Sydney after his speech, Beazley said he 
did not expect the current “low level” of 
defence involvement to 
change and would not 
be drawn on Australia’s 
likely response to a re- 
quest for help in 
counter-insurgency. 

The growth area for 
Australian military aid 
is, rather, the South- 
west Pacific, where (in 


tensive tour of the Mid- 
dle East and Africa was 
a working visit involv- 
ing official calls. 

Sources also suggest 
Indonesian Foreign Minister 
Mochtar Kusumaatmadja was at first 
reluctant to see Hayden. But this was 
a genuinely difficult time to come call- 
ing, with a cabinet reshuffle expected 
within weeks. Moreover, Hayden’s op- 
posite number in his other capacity 
as minister of trade was out of the coun- 
try. 

Despite the apparent bad timing, the 
visit appeared to produce some results. 
In talks with Mochtar which lasted less 
than an hour, Hayden made a new pro- 
posal aimed at solving the seabed bound- 
ary dispute, in the area commonly 
known as the Timor Gap. The content of 
the proposal — to set up a joint develop- 
ment zone for the exploitation and shar- 
ing of resources — is not new. Hayden 
also offered Indonesia access to Austra- 
lian rice stocks — in view of recent fore- 
casts of another prolonged dry season 
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addition to the A$23 million f 
New Guinea’s 3,500-strong - 
Force) Canberra is spending A$16 
lion this year on helping the small is. 
states build up their surveillance 
mile exclusive economic zones. | 
years ago, Australia devoted only # 
million to this area, and could be spend 
ing more now if the island nations had 
the bureaucratic and technical capacity 
to absorb it. By contrast, the defence 
aid budget for Southeast Asia has 
been static at around AŞIB million a 
year. 

Even with the Pacific's military - 
small-fry, Beazley disavowed any 
“policeman” role. At the time of the 
military coup in Fi r, Canbe 
had not contemplated intervention t 
had put seven RAN. ships ose 
for the unlikely contingency of evacuat- 
ing Australians. But Australia did cut 
military aid and its resumption de- 
es on political developments: in: 

iji. This rupture could threaten plans 
for regional maritime surveillance, 
Beazley said. oO 





this year which may affect early harvests. | 

It was left to Hayden himself to define 
what he felt to be the main reason for the 
continuing delicacy of relations betw 
Jakarta and Canberra. “The problem i 
largely cultural,” he said, centring on 
Australia’s “devoted commitment. to a 
highly critical media." 

As if to back him up, the day after he ; 
made these remarks, an editorial in The 
Australian attacked Hayden for “being 
weak" with what it referred to as a- 
*semi-dictatorship" by not allowing an 
Australian journalist, who had been re 
fused an Indonesian visa, from travel- 
ling on his official aircraft to Jakarta. 
The Indonesian Government appears to 
have ignored this latest blast from the 
Australian media and, some suspect, is 
quite content to watch Canberra wrestle. 
with the uncertainty and concern this 
generates. 
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By Shim Jae Hoon in Tainan 

“Phe bustling commercial city of Tai- 
W nan, the capital of Taiwan until 100 
years ago, symbolises ethnic Taiwanese 
defiance against the central government 
in Taipei dominated by Nationalist 
Chinese from the mainland. 
_ On 28 February that defiance briefly 
flared into an open show of hostility to 
the Kuomintang (KMT) government, 
now led — ironically — by the first na- 
o tive-born Taiwan president, Lee Teng- 
hui. Thousands of the city's 700,000 
. population marched in protest on the 
-4]st anniversary of the massacre by 
-© Chiang Kai-shek's KMT troops of up to 
` 20,000 native Taiwanese who had taken 
| part in an island-wide rebellion to de- 
- mand political reforms. 
Four decades of uninterrupted eco- 
nomic development has not healed the 
-wounds of the 28 February incident, 
— feeding tension between native Tai- 
{| Wanese and  mainlanders. Through 
|. speeches, marches and editorial com- 
| ments at a dozen cities and counties, the 
-trauma inflicted on the collective psyche 
of the Taiwanese showed more visibly 
_ this year than ever before, undoubtedly 
released by the political relaxation now 
. under way. 


<: While several thousand demon- 
‘Strators paraded on foot and in 


trucks with picket signs and slogans — 
"Forgive the 28 February Incident, but 
Not Forget!” “Reveal the Facts!” — 
people lining the streets watched impas- 
‘sively. Their silence reflected their con- 
| tinuing fear over the incident. Attempts 
by excited demonstrators to draw the 
onlookers into the protest succeeded 
only after darkness settled on the city. 
.. . But the rally was much bigger than 
the one last year, attesting to wider 
concern. "This is the biggest [anniver- 
sary] rally so far, and people have come 
from many cities and classes," said You 
Ching, an outspoken critic of the gov- 
rnment and opposition member of the 
egislative Yuan. Lee might have inad- 
vertently publicised the issue by having 
been the first KMT leader to openly dis- 
cuss the subject at his 22 February news 
conference. | 
©- Lee appealed to the islanders to let 
bygones be bygones. “I am really curi- 
ous why nowadays it is always those 
under the age of 40 who talk about [it] 
-+ Wouldn't it be more appropriate to 
ave it to the historians?" he asked, evi- 
dently irritated by the efforts of dissi- 
dents and the opposition Democratic 
rogressive Party (DPP) to have 28 | 
February proclaimed Peace Day. | 
An answer was provided by Chen 
Yong-hsing, a 38-year-old psychiatrist 


| 
1 
| 





Haunted by the past 


‘Massacre remains symbol of native political opposition 


| 
: 





| 


| the time who won the 


whom the Taiwan Medical College ex- 
pelled last year for launching a com- 
memorative 28 February movement, 
the aims of which included a project to 
build a monument for the massacre's 
victims near Taipei. 

Chen said the KMT government was 
still afraid of facing facts. “We will take 
up the flag of peace to push the KMT 
into opening its hearts and remember- 
ing the dead. We want to dissolve our 
rancour and start on the road to free- 
dom and democracy," he told the 
REVIEW. 

The bloodbath that official KMT his- 
tory books ignore happened in late Feb- 
ruary and March of 1947, while the at- 
tention of the rest of the world was fixed 
on the civil war in China. Faced by a re- 
bellion against the corrupt KMT gover- 
nor of Taiwan, Chen 
Yi, about 50,000 KMT 
troops brought over 
from the mainland kill- 
ed and maimed thou- 
sands of Taiwanese al- 
most at random, in- 
cluding those seeking 
to mediate in the dis- 
pute, according to an 
American eyewitness 
at the time. 

A full accounting of 
the exact number of 
deaths and the reasons 
for the massacre has 
yet to be given, even 
though Gen. Peng 
Meng-chi, the KMT 
army commander at 
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, a =~ aiid year, 
and the death of Chiang Kai-shek’s son 
and successor as president, Ching-kuo, 
in January, have brought a new wind of 
change in Taiwan. The DPP and its sup- 
porters have made a series of demands: 
a government apology for atrocities 
committed; compensation for the vic- 
tims’ familes; the opening of official arc- 
hives on the tragedy (all official material 


~ The lifting of ma ial law last 


permission to build a monument for the 
dead, and to declare 28 February a 
Peace Day to promote reconciliation 
between the two sides. — 

While the chances of these demands 
being met are minimal, preliminary 
work has already started to catalogue 
the names and ages of those killed. Be- 
cause of social stigma — or for fear of 
reprisals — many of the victims’ families 
hesitate to come out and report, but a 
list of the 100 most distinguished citi- 
zens has been compiled. Chen visualises 


| a monument similar to the Vietnam 


War memorial in Washington. 

It is questionable whether the pro- 
ject will get off the ground. Lee's com- 
ment on the case suggested the govern- 
Saec ment might stop the 
campaign from gather- 
ing further support. “I 
am firmly opposed to 
| this incident being 
| exploited by some 
j 
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people for subversive 
purposes," he said last 
month. 

The suggestion by 
some observers that 
Lee's background às a 
Taiwanese has placed 
him in a unique posi- 
tion to seek a genuine 
reconciliation has not 
been persuasive, as 
more and more people 
tend to think he will 
find it politically too 
sensitive to deal with 
in the face of KMT 


i 
p 
| 
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cher of Kaohsiung” (the | EERENS inne RA | Stalwarts. 
regional industrial cen- | Chiang Kai-shek: seeds of hatred. | On the other hand, 
tre which encompasses ~~ = the continued political 


Tainan) for his severe repression, sur- | 
vives as virtually the lone witness on 
the side of government. Although he 
and others left Taiwan supine and sub- 
dued, the incident sowed the seeds of 
permanent hatred for mainlanders by 
locals. | 

| 


po ou and opposition figures 
in Taiwan contend that the mainland- 
dominated KMT government has yet to 
officially close the book on the matter. 
"World War II was settled in one way Or 
the other, but not this trauma," said 
Stephen Lee, a human-rights lawyer. 
"Nothing was done to comfort the vic- 


killed apparently for no reason . . . even 
their bodies [are not] yet recovered. All 


| this cannot be accepted.” 


| 
tims, nothing to give justice to so many | 





monopoly of the central government 
apparatus by mainlanders, and the po- 
licy of shutting out the opposition from 
all meaningful involvement in political 
life, can only help develop the 28 Feb- 
ruary incident as a symbol of ethnic 
Taiwanese identification. 

Already, the trend is for the histori- 
cal rancour over the tragedy to become 
a new symbol for Taiwan's indepen- 
dence — which China as well as the 
KMT rejects strongly. Yao Chia-wen, 
the DPP chairman, underscored this 
link when in-his 28 February anniver- 
sary speech at Taichung, he said China 
and Taiwan shared little in common. 
“Culturally, economically and politi- 
cally, we are so different now. We 
should not put our hopes on the main- 
land as we did 40 years ago,” he said. gg 


on the subject is denied to the public); - 
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The Minolta 7000. 
The world’s best-selling and 
No.1 award-winning autofocus SLR. 


Minolta’s Hi-Tech autofocus technology that revolutionized SLA 
photography. Astonishing speed. Brilliant accuracy. Incredible 
ease of operation, even in flash photography. They re all 
convincing reasons why the Minolta 7000 is the number one 
choice worldwide. Isn't it time to take a firsthand look at the 
autofocus SLR that's second to none? 


nn 
THE HI-TECH AUTOFOCUS SLR 000 


Minolta Camera Co., Ltd., 30, 2-Chome, Azu hi-Machi, Higashi-Ku, Osaka 541, Japan 





You took one position on 
interest rates or currency movements. 


Now you wish youd taken another. 




















: Time was when a financial 
f itment was something your company Was 

3 ttyr auch stuck with, unless you were 

prepared to go through the convoluted (and 
costly) process of completely refinancing your 

. corporate debt. 

! But today, by entering 
“into a swap agreement, you can 

- change the currency in which you're 
` financed, or your associated interest 
| rate obligations, or both Lente 


2 And because you can swap a 
tion, and swap it again, you also gaina 
prising degree of flexibility. 
oe ui Yet it's all remarkably simple, as is 
a youre choic ce of the people to talk to about it 
; e can take virtually 
“any swap position 
Say, for UE you 
take the view that interest rates 
will go down. 
We can arrange for you to swap 
your fixed rate for a floating one, to benefit 
from the fall. 





| Then, if you subsequently 
change your view, we can arrange 
a swap in the other direction. 
. Similarly, one or more 
— of your debt obligations may be 
dnm ‘nated in a currency that you think may 
strengthen against the base currency of your 
business or (if you sell in markets overseas) 
against the average va alue of the currencies in 


which your bi lls get paid. 
Either way, it means the relative 


. va alue of your interest and principal payments 
| will increase. 










For further information contact your 


Chase Relationship Manager or one of our swaps desks Bangkok 
ta 21-5782213 Kuala Lumpur 3-261001 1 


Beijing 15005566 Bombay 22-274516 Hong Kong 35-8431218 lakar 
2 Taipei 2-5213262 Tokyo 3- 287-4153 


Seoul 2-758521 Li Singapore 530443 
























































So, we'll arrange a currency swap to 
change the denomination of you rdebt into one. 
that suits your current outlook better. 
And if there's a cha 
we'll swap that denomination 
or even swap it back. 
You'll ll find tha 
with Chase can take jus 
unlike the unwinding 
position. a 
^ You la alsc 
of our way to simplify th 
as well as long term mat 
down to closing SWaps f 
three months. E 
All of whig} 
we've become one of t 
arranging swaps in Asia 
Witness the f 
opened up new swap ma 
first local currency swa 
Malaysia, Singapore and 
swaps portfolio of more t 
aroundtheworld. — — 
Our leadership. 
just one aspect of our total g globi yal bar 
capability which integrates size, interne ic 
network, and highly specialized industry - a 
knowledge with the broadest range of s 1. 
commercial and investment banking products . e 
and services. | I 
it's the meshing of these resources 22 
with a world-wide delivery capabili ty thats sets. 
us apart from other financial insti tutions. 
Ensuring that when you d do. 
business with Chase, you couldn't be in a etie? : 
position if you tried. : s 
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Swissair’s Europe. The portrait of a continent. 
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Run a critical eye over the Swissair timetable for Europe. 
of structure and content. Drawing on a p 
choice of three different perspectives: reasonably priced Economy Class, comfortable Business 
Class and luxurious First Class. All of which inspires more and more 


e E A 
discerning travellers to discover the pleasures of flying Swissair swissair 
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and you'll find it's a masterpiece 
alette of some 50 cities. it 


also presents the unique 








| .9 SWIMMERS at Sydney's famous 
. | Bondi Beach, if they can lift their eyes 


| from the increasingly bared charms 


Spread out on nearby towels, have been 


| intrigued in recent weeks by the sight of 


-1 a large oil rig working offshore. Rather 

_ than seeking handily located mineral 
wealth and producing yet another en- 
vironmental dilemma, the rig is solving 
one such problem: along with surf, sun, 
sand and a fair amount of sin, Sydney's 
. | beaches have long had sewage to con- 
. | tend with. 


. Just around the headland from 


i : Bondi, millions of gallons of the stuff 
_ | flow into the ocean. Two other outfalls, 
| at North Head and Malabar, help carry 


he effluent from Sydney's 3.5 million 
‘people into the ocean. From high 
‘ground or the air as your aircraft makes 
ts approach, you can see their grey- 
| brown plumes curl around in the sea to 


- | the north or south. In the wrong combi- 


i nation of wind and current, they can end 
up on the beaches. 

For some years the Sydney Water 
Board has been working on a project it 
hopes will end forever the prospect of 
surfers coming out coated with more 
than a sun-tan. At a cost of A$450 mil- 
lion (US$321 million) giant machines 
have been boring tunnels large enough 
to take a bus out through the sandstone 
sea-floor. About 4 km out to sea, the oil 
rig is drilling ^riser" holes down to meet 
the tunnels. The sewage will be released 
60 metres underwater. By the time it 
reaches the surface, it will be so diluted 
and broken down by salt water as to be 
completely harmless and unnoticeable. 
But in any case, thermoclines (tempera- 
ture layers) may keep the stuff sub- 
merged while being carried away by the 
southerly “set” that is the Holy Grail of 
navigators in the Sydney-Hobart yacht 
race. 

Thanks to regular netting offshore, 
Bondi and other Sydney beaches have 
had no shark attacks for more than 25 
years. But other kinds of sharks have 
been circling about Bondi. The real- 
estate variety have been eyeing its 
low-rise beachfront for re-develop- 
ment. 

Much to the relief of the young New 
Zealanders and other newcomers, who 
have turned it into a Kiwi version of the 
1950s “Kangaroo Valley” in London's 
Earls Court, authorities have applied a 
building code that will prevent the front 
row of buildings hogging the views and 
sunshine. As a result, Bondi's character 


| seems likely to remain raffishly down- 


market, in contrast to the affluent sleaze 
of Queensland's Surfers Paradise. 

€ BONDI is also the birthplace of 
"pilgerism," millions of British. and 
Australian TV viewers have learned, 
via a three-part documentary series put 
together by the London-based Austra- 
=- Han journalist John Pilger. The house 
| where Pilger was raised does not bear 
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any plaque to note this distinction, 
nor has it been given back to the 
Aborigines — which might have seemed 
to many viewers the only solution Pilger 
saw for the Anglo-Saxon, upper-class, 
racist, CIA-MI6 conspiracies he por- 
trayed as the wellsprings of Austra- 
lia. 

What Pilger proposes to reverse the 
terrible destructive forces still working 
on the Aborigines is what a number of 
great men in Australia — such as the 
late social historian Charles Rowley and 
former central bank governor H. C. 
“Nugget” Coombs — have been urging 
for years, that is the extension of land 
rights as already applied in the federal 
territories (and which governments of 
all stripes have baulked at enforcing on 
the states) and a treaty that acknowl- 
edges their prior occupancy. But the un- 
relieved procession of historical traves- 
ties pumped out by Pilger — such as that 
half a million Aborigines died in the 
“killing fields" of Australia ~ since 
White settlement, 
when most scho- 
larly estimates put 
the 1788 popula- 
tion at about 
300,000  — are 
more likely simply 
to get backs up 
among the indiffe- 
rent majority. The 
proven record is 
bad enough. 

Pilger ex- 
coriates his coun- 
trymen for exclud- 
ing the Aborigines 
from full participa- 
tion and running a 
de facto apartheid 
system, but does 
not get to grips 
with some of the ticklish moral ques- 
tions arising from the pressure for 
autonomy coming from among the 
Aborigines themselves. The rights of 
young Aborigines to opt out of the 
paternalistic, male-dominated system 
of authority in traditional societies, for 
example. | 

In his treatment of other racial and 
ethnic questions, Pilger unearthed some 
delightful archival films but was floun- 
dering in his analysis. The "blackbird- 
ing" of Melanesians to work in the 
sugar-cane fields of Queensland was 
blamed on a belief that White men 
should not toil in the tropics, and the 
search among the planters for cheap 
labour instead of unionised workers. 

Later, in kicking the easy target of 
the White Australia policy, Pilger might 
have mentioned that it did end deci- 
sively the Queensland system of inden- 
tured labour — and get White workers 
sweating in the canefield. 

Exposure to Pilger's habit of picking 
out the worst-case example and then 


Tourists take in the sights on Bondi Beach, | 
Day Weekend, Ted Heath Goes Latin, 
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Pardon Me Boys, Boom Crash Opera, 
the Hard Ons. Sexual chauvinism and 
ambiguity abounds. A few years ago, a 


leading lesbian band called itself 
Clitoris. When sometime REVIEW 


contributor John Edwards wrote a less- 
than-reverent story about the latter for | 
a local newspaper, the good ladies of . 
Clitoris appeared at his front door and 
beat him up. 

Exporting rock music presents some 
ticklish problems for trade promoters. | 
Before the Chinese Communist Party — 
clamped down on “cultural pollution" a 
tour of China by the Australian group | 
Men At Work was proposed, and the — 
task of translating their name with all its | 
nuances went to the Foreign Affairs De- — 
partment. Chinese linguist Richard : 
Rigby came up with Jiuye Qingnian — 
meaning "youths who have found em- 
ployment" — which was a play on 
China's euphemism Daiye Qingnian 
(“youths waiting for employment”) for 
the young jobless. 
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Cultural commissars 
in the camera’s eye 


By Geremie Barmé 


hina's political and cultural leaders 

ushered in 1988 as a year which of- 
fered great promise for the arts. Repre- 
sentatives of the Writers’ Association 
said that though cultural workers re- 
main hesitant after the "recession 
conditions" of 1987 — that is, the anti- 
bourgeois liberalisation campaign — 
the time was ripe to create “a new high- 
tide of cultural excellence." 

For film makers, however, the out- 
look is still fairly gloomy. During last 
year's campaign many promising pro- 
jects were abandoned and production 
plans revised. Its effects are only being 
revealed as films put into production 
last year are released. 

Crisis in the industry is nothing new 
for Chinese film-makers. Indeed, the 
boom in "commercial" film-making 
during 1985-86 led to a clampdown on 
the industry many months before there 
was a hint of the 1987 purge. Following 
the merger of the Film Bureau with the 
Television and Broadcasting Ministry in 
1986, authorities imposed tighter politi- 
cal controls on the cinema. (REVIEW, 13 
Mar. '86). 

Last year started badly for film- 
makers, however, when authorities 
banned veteran Shanghai director Xie 
Jin's Hibiscus Village, an adaptation 
of a novel about the sexual poli- 
tics of the Cultural Revolution (1966- 


Showdown at the home 
of the Chinese *western' 


By Linda Jaivin 


W u Tianming, the 48-year-old head 
of the Xian Film Studio, says he 
knows exactly what China's young- 
er film-makers want: "Freedom. And 
that's what I give them." Since Wu was 
appointed the head of the Xian Film 
Studio in October 1983, the studio has 
produced a number of the most impor- 
tant Chinese film of the 1980s. These in- 
clude The Black Cannon Incident and its 
sequel The Stand-In, Wild Mountain. 
and The Horse Thief. More recently, 
there has been The Red Sorghum Field. 
the first film by the prize-winning 
cinematographer of Yellow Earth. 
Zhang Yimou, and King of Children, a 
stunning third film by Chen Kaige. 

The Xian Film Studio celebrates its 
30th anniversary this year, Its physically 


essences 


42 


76) in an isolated Hunan township. 

Xie is China's leading film ap- 
paratchik, a man who has faithfully 
served the party through celluloid for 
more than 30 years. Whether making 
pseudo-Hollywood musicals or model 
operas (On the Docks, 1972) for Jiang 
Qing, telling bizarre tales of deaf-mute 
Red Guards ( Youth, 1976), or denounc- 
ing Maoism (The Legend of Tianyun 
Mountain, 1979), Xie Jin has always 


! been ala mode. 





Only recently, when asked about his 
embarrassingly successful record during 
the Cultural Revolution, Xie com- 
mented he would never forgive himself 
for so eagerly pandering to the Maoist 
line while his colleagues suffered in 
cadre schools. “I’ve learnt to be a bit 
more on my toes since then," he told the 
weekly China Film Times in July. 

That Xie was given permission to 
make the first major film about the Cul- 
tural Revolution shocked and angered 
members of the film world. When it was 
banned, however, the reaction among 
Xie's unforgiving colleagues was one of 
surprise and surreptitious glee. The film 
IS à diluted version of the novel and a 
slick but questionable — though not un- 
amusing — history of the Cultural Rev- 
olution in one village. 


One of the reasons for the ban was 


that Xie had added a director's after- 


undistinguished and sprawling grounds 
just east of Xian's famous Wild Goose 
Pagoda are home to some 1,500 em- 
ployees, including 228 "creative person- 
nel", nearly twice that many adminis- 
trators and 817 technical employees. In 
its three decades, it has produced nearly 
90 feature films, more than 200 educa- 
tional and scientific films, 300 documen- 
taries and news films and 15 TV plays. 

It is only during the past four years, 
under Wu's administration, however. 
that the Xian Studio has established it- 
self as one of the country's most impor- 
tant, if not the most important, studios. 
In this period, its films have won more 
than 20 national and international 
awards. The studio has even developed 
its own genre of sorts: fairly realistic 





The Stand-In : important. 
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word to the film stating that in the dec- 





ade since the Cultural Revolution 
there have been no more campaigns and 
the whole country was now united in the 
task of realising the Four Modernisa- 
tions. The film came out just as the 
olitburo began its purge of "bourgeois 
iberals." 

Hibiscus Village was eventually re- 
leased, with a few minor alterations. 
and has recently been showered with 
four of the five Hundred Flowers 
awards, an annual film award, the an- 
nouncement of which was delayed for 
more than six months due to the cam- 
paign. Xie is now working on a big- 
budget adaptation of Taiwan writer Pai 
Hsien-yung's story Disinherited Angels 
which will take him to locations in the 
US and Italy. 


W hile the political controversy over 
Xie’s film raged last year, Chen 
Kaige, the leading director of a younger 
generation of film-makers, was making 
his own Cultural Revolution film. King 
of Children, in Yunnan. The resulting 
work is the most stunning art film to be 
produced in China since 1949, as well as 
the most subtle and devastating critique 
of the culture of Chinese communism. 
The film, screened first in late 1987, 
has baffled and even bored some audi- 
ences, including film critics who have 
















peasant dramas known in Chinese as 
“Westerns,” for they're usually set 
somewhere in western China. 

Success can be calculated in financial 
terms as well. In 1983, before Wu took 
over, the studio ranked last among 
China's 16 feature film-producing 
studios in terms of how many copies of 
its movies had been sold for distribu- 
tion. By 1984, it was in first place. a po- 
sition it maintained rough 1985 and 


1986, according to the China Daily, and 
confirmed by Ma Jilong, assistant direc- 
tor of the studio. 

It has managed this by coming out 
Magic Braid 


with films such as The 

















l 
| 
| 
| 








Scenes from King of Children; and Old Well. 








championed the “new wave" directors 
in the past. While reportedly unpopular 
with film distributors in China, King of 
Children has already enthralled interna- 
tional critics and may only win recogni- 
tion as a masterpiece in China after its 
screening abroad, as was the case with 
Chen's impressive first film, Yellow 
Earth (1984). 


While the ban on Hibiscus Village | 
was being used by warring political fac- | 


tions in Peking, in Shanghai Xie became 
embroiled in an acrimonious attack on 
China's small but impressive group of 
new directors of whom Chen is the best 
known (other members of this under 
middle-age group, known as the fifth 
generation, include the  cinemato- 
grapher cum-actor Zhang Yimou, who 
recently finished directing his first 
feature The Red Sorghum Field, Tian 
Zhuangzhuang and Huang Jianxin, the 
directors respectively of Horse Thief 





npe _ - 


(1986), an action-filled epic blending 
comedy, kungfu, magic, history and 
xenophobic patriotism in just the right 
proportions for massive box office suc- 
cess. (There is a quota system, inciden- 
tally, which limits studios to not more 
than one kungfu film out of every seven 
films produced, which for most studios 
means one à year.) 


hile there has been little cause for 

complaint about the studio's finan- 
cial management to date, its patronage of 
the younger, controversial film-makers, 
some of whom are studio employees 
and others who work for Xian on con- 
tract, has earned it the displeasure of 
conservative cultural commissars. Wu is 
naturally a prime focus for hostility. 
Some of this arises from jealousy, both 
of his indisputable popularity with the 
younger film-makers and his personal 
accomplishments as a director. 

Wu, the son of communist cadres, 
was born in Shaanxi province in 1939. 
He graduated in 1962 from a course in 
performing arts at the Xian Studio it- 

















and The Black Cannon Incident). On 23 
February, Zhang's film won the Golden 
Bear for best picture at the 38th Berlin 
film festival. 

In 1986, a number of non-establish- 
ment film critics had pinpointed 
Xie's tear-jerking style and unre- 
lenting socialist realism as the main 
stumbling-blocks to the develop- 


ment of new styles and content in | 


China. While the resultant debate be- 
tween northern (Xian, Peking) and 
southern (Shanghai) film-makers was 
effectively quashed by the 1987 purge, 
film bureaucrats jealous of the successes 
of China "new wave" film-makers took 


advantage of the political melee to rally | 


support for Xie. 

In a mood of Maoist dudgeon, Wu 
Yigong, a prominent director of the oid 
school and manager of the Shanghai 
Film Corp., vilified the younger 
film-makers in the national press in 





self. He acted in films, wrote plays and 
worked as an assistant director, and his 
career continued throughout the Cul- 
tural Revolution. In 1983, he directed 
his first feature film, River Without 
Buoys, which, like his second, Life 
(1984), received several major awards 
at home and abroad. Wu's most recent 
film, Old Well, captured four awards in- 
cluding the one for best picture at the 
most recent Tokyo Film Festival. 

The crackdown on bourgeois libe- 
ralisation which began in early 1987 
gave some of Wu's detractors just the 


excuse they were looking for. One of | 


the first victims of the campaign was the 
journalist Liu Binyan. Liu had written 
an article in praise of Wu, and some ar- 
gued that if Liu was in disgrace, Wu 
should be criticised as well. Wu was 
given the chance to exonerate himself 
by denouncing Liu, but he refused. 
Although it was eventually decreed 
by the leadership that not everything 
Liu had written was wrong, the provin- 
cial propaganda bureau of Shaanxi con- 
tinued to harass the studio by sending 
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April, accusing them of having divorced 
themselves from the people and the 
socialist cause. He declared that his 
work might not be popular in the inter- 
national film salons, but that he served 
the masses and was proud to be a "pat- 
riotic Chinese film-maker,” not a "slave 
to the West." 

Despite Wu's attack and an official 
call to abandon the expression “fifth 
generation” (with its implication that in- 
novation and artistic film-making are 
the preserve of film-makers under 40), 
by the end of the year the wasteful folly 
of the purge had become all too evident. 
Hu Yaobang’s cultural policy of “toler- 
ance and harmony” was resuscitated by 
his erstwhile protégé, Hu Qili, who in 
October called for “democracy and har- 
mony” in the arts once more. 

And so, though forever subject to 
the capricious whims of politicians, art 
cinema has gained limited official recog- 




















“work teams” to investigate possible 
wrongdoing, with predictable conse- 
quences for morale. Refusing to suffer 
in silence, Wu told The New York Times 
in November of his troubles, even nam- 
ing his chief prosecutor, an act of not in- 
considerable courage. 

Wu is stubbornly honest about his 
beliefs. Recently, he organised some 
15 other studio heads in a united 
challenge to the government's insis- 
tence that all proposals for co-produc- 
tions between Chinese and foreign film- 
makers must be vetted by a centrally run 
corporation in Peking. 

Within the studio itself, Wu has 
promulgated a bonus system design- 
ed to encourage excellence. Artistic 
achievement may translate into a better 
flat or higher salary, and there is even a 
formula for rovalties-sharing. 

Not surprisingly, Wu has developed 
an intensely loval following. But he has 
had enough of administrative hassles. Wu 
wants to go back to full-time film-mak- 
ing, but apparently has been persuaded 
to stay on until the end of 1989. o 
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Managing your company finances to their 
advantage can be a complex matter. Every day 
ou face a world of possibilities, a world of 
ecisions, each impacting on your profitable 
ture. That future can be yours, today. With 
Hexagon, from the HongkongBank group. 


Hexagon, your 24-hour window to the world, 
rees you from the restrictions of normal b 
ours. Now you can keep on top of the world's 

FOREX, deposit and lending rates, stock 

information, and much more. P 


No matter where you are, or what time of the 
day or night it is, you can monitor your account 
balances, trade positions and FOREX exposure: 
and, with a few simple key strokes, use this 
information to update your position. Hexagon _ 
enables you to transfer funds around the world 
open and settle letters of credit, place funds or 
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deposit and invest on the stock market. 
In short, Hexa; 
your financial d 





of your own office. | 
Hexagon is state-of-the-art corporate electronic ^ 
banking from the HongkongBank group, one of 
the world’s major financial institutions, with 
over 1,300 offices in 55 countries. — 


To find out more about Hexagon, 














help your company, contact the Hexagon centre 





at your nearest branch of 
group. 


H ongkongB: 


exagon. 
Puts the power of the bank 
in your hands. 
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EXCEED US$91 BILLION. 














past : few | years. The 
Chinese film critics, 






achieving this status 
for innovative cinema, 
turned in 1987 to 
the problem of justi- 
| “commercial” 









‘China’ s film-makers | 
not only have to con- . 
. tend with the demands | 
of what is possibly the 


= most bloated film 
- bureaucracy in the 
» world but also the 


. largest film-going audi- 
ence. The question of 
fiim as  entertain- 
ment is a bread-and- 
butter issue with which | 
film studios must con- 
tend on a daily basis. 

At a national film 
studio conference held 
in Xian in late November, the major 
studios revealed that the government's 
policies of economic self-reliance had 
increasingly. forced them to abandon 
politically based quotas and invest mas- 
sively in commercial films. Commen- 














tators in the China Film Times suggest- _ 


ed that even the rigid August 1 Studio 
which is run by the People's Liberation 
Army would be putting one third of its 
production resources into commercial 


cial sources are expect- 
ing, indeed hoping. 
that well over 40 of this 
year's 140 films would 
be money spinners. 
Yet, even with this 
emphasis on “popular” 
film, cinemas have had 
to contend with numer- 
ous taxes and falling au- 
dience numbers. Many 
are forced to set up 
dance halls, coffee 
shops and even hotels 
to avoid bankruptcy. 
When the flood of 
C-grade detective thril- 
lers, love stories and 
kung - fu films with 
which the studios and 
cinemas prop up their 
finances become too 
much for the ideo- 
logues, however, the 
problem turns political 
once more, as officials 
demand a crackdown on “unhealthy 
tendencies." The first victims, ironi- 
cally, are invariably the "innovative" 
younger directors since their works are 
not profitable and their experiments 
often highly contentious. Nonetheless, 
there are indications that the cultural 
tsars are willing to allow limited cinema- 






AP 


tic innovation if it will help in estab- | 


lishing a cultural high-profile for China 
internationally — and earn hard cur- 


Eight takes are just fine 
for Japan's director Itami 


M | By Donald Richie in Tokyo 
M id erudi shouts Japanese director 
epe Junzo Itami after the eighth take 
«| ofthe final scene of his new film. This is 
«|. the second part of Marusa no Onna, a 
|. film now showing abroad as A Taxing 
: Woman. “In this one the tax people 
- don't get the money,” he explains. 

. They do not because wily new-reli- 
. gion leader Renataro Mikuni, one of 
< Japan's best-known actors, has had all 
. his illegal gold cast into Buddhist altar 
. implements and the final scene shows 
him lair taunting impotent tax officials, 
Eight takes is usual says scriptwriter | 
Shoko Horikita: “Five or six rehearsals 
ind seven or eight takes.” This makes 
he Itami shooting ratio (about one foot 
f film used for every 10 exposed) rela- 
vely high (though nothing like as high 
s, say, Kurosawa, who works at a ratio 
‘of 1 to 20). He makes it up, he says, by 
being fast. Indeed, this film will be | 
finished in 54 days. Part I took only 52 
-and his first feature, the award-winning 
The Funeral, was shot in just 40 days. 

-. That is, he says, because of his sys- 


















tem. While other directors are roaming 
the set and peering through the view- 
finder, Itami sits quietly in his director's 
chair, looks into a TV monitor, and 
talks to the staff through a lapel micro- 
phone. "This way I stay out of 
everyone's way," he says. Yet, since the 
monitor looks right through his cam- 
era's lens, he can see everything the 
cameraman can. 

"You'd be surprised how much 
faster this makes everything," says 
cameraman Yonezo Maeda, "particu- 
larly when we are in a small set like this 
one. 

This one is the crypt where Mikuni 
keeps his gold. The camera is hung from 
a brace and must swing 360° for the 


scene. "We're lucky it only needed 
eight takes," says Itami. 
“Stress,” he says smiling. The 


“He is al- 
she 


scriptwriter shakes her head. 
ways reasonable, always quiet,” 


says. And consequently unlike a 
Kurosawa or, worse, that “demon of 
impatience,” Mizoguchi. Even when 


- cinema this year. Offi =f 
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The long-term aud to the di- 
lemma of politics vs economics, how- 
ever, is for directors to make prop- 
aganda films with a pretence of art and 
assured popular appeal. Xian Studio 
chief Wu Tianming’s new film Old Well, 
a classic socialist joy-through-labour 
tale, has enough suggestions of sexual 
impropriety and a genuinely interesting 
scene of mob violence to make it a ape 
mercially viable work. Incidentally, it 
was announced that the film would be 
given a special Chinese award to com- 
memorate not its international success, 
but rather that it is film No. 1,000 to be 
approved by the Peking film censors 
since 1976. : 

Only recently, Hu Qili, the polit- 
buro’s new ideological . hit-man, sum- 
med up the party’s view of the 1987 cam- 
paign and the possibility of further 
crackdown when speaking with artists 
and writers in Shanxi on 5 January. 
“Right up until the time that China frees 
herself of the status of an under-de- 
veloped country, there is sure to be a 
ready audience for bourgeois liberalisa- 
tion,” he declared. “If Bourgelib be- 
comes pronounced we will have to con- — 
centrate our efforts once more on deal- +: 
ing with it.” With the presumably liberal - 
camp in Peking already indicating that 
another cultural purge is just a matter of 
time, it must certainly be clear to 


Chinese directors that film-making is 


more of a risky business than ever. 





Mikuni, bustling about, blows his lines 
four times in a row, Itami sits quietly 
and waits until perfection is achieved. 

In this he is somewhat like his father, 
the late Mansaki Itami, who was one of 
the finest pre-war Japanese directors. 
He is also a bit like Kon Ichikawa, the 
director under whom he made his debut 
as an actor and with whom he most 
often worked, and who chose him as the 
Shining Prince himself in the first TV 
version of The Tale of Genji. 

Itami himself can find no influences 
on his style. “It just happened,” he says. 
Quite suddenly, borrowing money, 
mortaging his house, he made The Fun- 
eral in 1984. “If that hadn't made it 
neither would have I," he now says. But — 
it did, and in 1986 he made Tanpopo, a 
big hit abroad, and this year both parts 
of A Taxing Woman. P 

He still likes to save money, he says. | 
This, he jokes, is why he stars his wife, 
Nobuko Miyamato, in all of his films. It 
is also why he always raises his own 
funding. "I do it myself because I don't 
want to share the profits," he says. 

Now they are dismantling the set, the 
film is finished. “I wonder which one of 
those takes will be best. The first was 
OK but I wanted one more to make sure 
and ending up having to take eight. But 
that last one, the eighth, that was OK 
too. Well, we IL wait and see,” he says. El 
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Pandering to a president 


Cory: Profile of a President 
Selangor, Malaysia. No price given. 


recent survey conducted by a 
Manila university showed that Pre- 
sident Corazon Aquino’s popularity has 
dropped to 55% from a high of 70% 
soon after she was installed into office 
two years ago. However, a survey of 
Philippine bookshops which continue to 
carry numerous books about the Philip- 
pine leader would seem to indicate that 
she has lost none of her popularity. 
By and large, the books demonstrate 
that Aquino’s appeal, for the mass of 
her people, borders on veneration. For 


instance, during one of her weekly radio | 


programmes, Magtanong sa Pangulo 
(Ask the President), a telephone caller 
Started to address the president as 
Panginoon (blessed or almighty in 
Tagalog). Quickly correcting what was 


obviously a Freudian slip, the caller | 


went on to ask her question in awed 
tones, reflecting the near reverence 
with which many Filipinos regard 
Aquino. 

Popularity polls notwithstanding, 
there is little doubt that Aquino is much 
admired and loved by her people, many 
of whom invest her with a certain sanc- 
tity. This year's Fookien Times year- 
book, a Manila institution, has a 
sepia portrait of the president oñ its 
cover and a publisher's message inside 
which says that the portrait is “a colla- 
boration between God and Edwin Sion” 
(the artist). 

There are, however, growing num- 
bers of thoughtful Filipinos who are 
deeply disappointed in their leader's 
pertormance. The suicide late last year 
of the former finance secretary, Jaime 
Ongpin, served to underline this di- 
lemma. The mounting disillusionment. 
however, has not been reflected in the 
spate of books which are evidence of the 
ent Cory cult. More will probably 

churned out. (Aquino herself is re- 
ported to be working on her own book. 
aided by an American ghostwriter. ) 

One can only hope they will not be 
potboilers like Cory: Profile of a Presi- 
dent (subtitled The Historic Rise to 
Power of Corazon Cojuangco Aquino), 
Its author, Isabelo T. Crisostomo, is the 
same biographer who wrote so glow- 
ingly about Marcos and his wife in 
Marcos the Revolutionary and Imelda 


Romualdez Marcos: Heart of the Rev- | 


olution. 

Pelanduk, the Malaysian publishers 
of this book, obviously did not bother to 
edit it (it was previously published in 
Manila), perhaps because they did not 
know what to make of Crisostomo’s 


48 














by Isabelo T. Crisostomo. Pelanduk Publications, 


uaint Filipino English or considered 
the trite textbook prose good enough 
for general readers wanting some basic 
facts about the Philippine president. 

In his foreword, Crisostomo says his 
book is about: “The first woman to be- 
come President of the Philippines or of 
any other nation in the Asian region." 


He mentions Indira Gandhi and Golda | 


Meir, only to dismiss them with the 
words: “Even among them, Cory stands 
apart," then goes on to assert that 


she became president "through cir- | 


cumstances without any known prece- 


dent" — forgetting Sri Lanka's Sirima 


J V.C 
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genre" that offers "observations . . . and 
unsolicited suggestions on how power 
should be used, based on the experi- 
ences of successful presidents" (whose 
nationalities he fails to specify). Yet, he 
employs the device of quoting Filipino 
Rd frein journalists instead of com- 
ing up with his own original analyses. 

Crisostomo is obviously not the one 
to write objectively about Aquino. Hav- 
ing overlooked Ferdinand and Imelda 
Marcoses' failings and misdeeds, he 
seems similarly inclined to consign 
Aquino to the same sacred pantheon in 
which he enshrined the now-deposed 
scoundrels. 

An intelligent, dispassionate book 
about Aquino has still to be written. 
perhaps by the Manila newspaper col- 


| umnist who criticised the president's 


New Year's message in which she 
exhorted Filipinos to “enter the Prom- 
ised Land” because she had “defeated 
Pharoah” and made 
“the Red Sea part 
and the walls of 
Jericho crash.” 

That columnist. 
Melinda de Jesus. 
rightly pointed out 
that Aquino “seems 
unable to determine 
at which point to 
part the Red Sea or 
indeed in what di- 
rection the Prom- 
ised Land lies," add- 
ing that though 
Aquino has so far 
survived her en- 
emies' onslaughts, it 
hardly justifies the 
“exuberant exhalta- 
tion” and “lofty pro- 





T. Rees nouncements." [n 
N ~ "TA GE EO other words, until 
Aquino rally: adoration giving way to disappointment. Aquino has effec- 





tively implemented 


Bandaranaike and Argentina's Isabel | her promised programme, she should 


Peron, both of whom became heads of 
state after becoming widows of power- 
ful men. 


oomo book is riddled with 
cliches and provides no new insights 





into what makes Aquino tick. His is | 


probably the most banal of all the ac- 


counts written thus far on the events | 
leading up to 26 February 1986, and the | 


revolt itself. In a chapter comparing 
Marcos with Aquino, he draws up a 
numbered list of Marcos’ strengths and 
weaknesses (eight of the former and six 
of the latter) and another of Aquino's 
(five strong points and seven faults). 
Crisostomo claims that his book is 
"an essay in the political-historical 





Intimate connection: page 50 











desist from sounding like the politician 
she said she was not when she first ac- 
cepted her people's mandate to rule. 
Indeed, the growing perception that 
Aquino has frittered away her mandate 
was disturbing enough to prompt Asean 
leaders to rally around her by going 
ahead with their recent summit confer- 
ence despite threats of attacks on Man- 
ila from various quarters. That regional 
effort to show support for Aquino was 
supposed to shore up sagging morale in 
one of Southeast Asia's most economi- 
cally depressed country. For a country 
that finds it increasingly difficult to pro- 
duce sufficient food for its swelling 
population, it seems to have no trouble 
producing a surfeit of verbiage to feed 
Filipinos with details about their current 
superstars. Cory: Profile of a President 
is one such example of that glut. 
— Isabel Taylor Escoda 
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Alumni Association, Stanford. No price given. 
The Aquino Watch by Renato Constantino. Karrel, Manila. No price given. 


R obert A. Scalapino, a renowned fi 
WW Asian expert, has this to say about 
Claude Buss, another Asian expert, and - 
his new book, Cory Aquino and the Peo- 
-ple of the Philippines: "[Buss brings] an — 
intimacy unsurpassed among American |: 
. Scholars." It is an intimacy that has not 

. served Buss well. | 
. For instance, anyone familiar with 
. Philippine politics will take exception to 
Buss assertion that former president 
Ferdinand Marcos underestimated the 
power of the Roman Catholic Church. 
If anything, Marcos avoided every con- 
 frontation with the church, particularly |f 
-its prelate, Cardinal Jaime Sin. There || 
were unfortunate incidents with priests 
in the provinces, but these were more 
.| politically unfortunate to the govern- 
¿i ment, as Marcos knew too well. The un- 
| tiring efforts of Marcos and Imelda, to 
win friends within the Catholic hierar- 
chy hardly qualify as underestimation of 
the church's power and influence. 


| 
| “was not really a military man.” Enrile 
is not really a military man, but why say 
| in the first place that he had turned sol- 
On a more intimate note, Buss | dier? 
claimed that besides then ministers Juan | , Buss also peddled two apocryphal 
Ponce Enrile and Blas Ople, I an- | tales as fact. One was that at a confer- 
nounced my availability to take over the | ence with businessmen, Marcos was 
then ruling party Kilusang Bagong | told to his face that he had been too long 
Lipunan in view of Marcos' failing | in power. Another was that one of Mar- 
health. Everyone in the party knows | cos' closest advisers told him, after the 
that I have not had any pretensions to | fiasco of the snap presidential elections, 
political leadership of any kind. My inti- | that it would have been better for Mar- 
macy with politics and government has | cos to have lost. Anyone familiar with 
nothing whatsoever to do with personal | the Philippines, the Filipinos, and their 
bonapartism. | presidents would know that no one talks 
Intimacy also has made Buss credul- | that way to the president. 

ous, as well as careless with the facts. | Finally. in going over the history of 
On one page, he called Enrile “a lawyer | nationalism in the Philippines, Buss 
could write that nationalism ebbed dur- 

ing the presidency of Marcos and yet in 
|j a subsequent chapter observed that 
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Reviewer Adrian Cristobal was presidential spokes- 
man at Malacanang 1980-86. 




















Life behind the veil 


: _ Three Women of Herat by Veronica Doubleday. Jonathan 
| Cape, London. £12.95 (US$22.65). 


| E ven if peace finally does come to Afghanistan in 1988, 
| fe there will be no changing of the past, only a return to pick 
up the pieces of shattered lives and a bleak future of recon- 
struction with little help from the outside world. The Af- 
> ghanistan that this book describes does not exist anymore. 
Veronica Doubleday has written a simple but subtle book 
.j about her friendship with three Afghan women in the ancient 
city of Herat in western Afghanistan in the 1970s. Founded by 
. Alexander the Great and later devastated by Genghis Khan 
and Tamerlane, Herat was also the scene of the first mass up- 
rising against the Soviet presence in 1979. 
. She first arrived in 1973 with her ethnomusicologist hus- 
band who was researching Afghan music. She returned in 
. 1976, and then to enter the private world of women, which she 
. had so far been unable to do, she took to wearing a veil in public. 






Cory Aquino and the People of the Philippines by Claude Buss. Stanford 


AFGHANISTAN 
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Doubleday finds that wearing a veil minimises the differ- 
ences between her and the people and also helped her avoid 
the stares of men. But by taking the veil, she also sees the lower 
status of women and describes how it breeds submission. 

Doubleday's real interest is the friendships she forges with 
Afghan women. There is Mariam, daughter of a famous musi- 
cian, who introduces her to Afghan culture and customs and 
the immense complexities of dealing with an extended family. 
There is the old mother of Nebi, her next door neighbour, who 
lives in seclusion and has suffered a mental breakdown for 
which she blames evil spirits. Finally, there is Shirin, her sing- 
ing teacher and a professional musician, whose caste is looked 
down upon by other Afghans because the women go unveiled 
and perform in public. 

It is in describing the ritual of the day-to-day life of these 
women that the author excels. The engagement parties and 
child marriages, the month of fasting, giving birth to children, 
embroidery, family ties and tensions are all minutely de- . 
scribed with a ravishing eye for detail. Doubleday shows that 
Islam is a deeply rooted cultural and social expression of Af- 
ghan society, in which prayer and religious devotion are only 
one part of a much wider heritage. 








platform in foreigr irs. in 

that nationalism flourished during the 
Marcos period if only because there was 
resistance to the “US-Marcos dictator- 
ship." Marcos' tolerance towards nationa- 
list expressions was well noted, 
so long as they were not attacks 
against him and his govern- 
ment. That may be of dubious 
merit, but it is grossly inaccu- 
rate and misinformed to write 
that nationalism ebbed during 
| the period. 

Could Buss have missed the 
popularity of nationalist writer 
and scholar, Renato Constan- 
tino? Constantino's book, The 
Aquino Watch, which covers 
the same as Cory and the People 
of the Philippines, would have 
tempered Buss' enthralment 
had he taken time to read the 
book. A much more life-sized 
portrait of the first Filipino 
woman president emerged out 
of The Aquino Watch -— a 





turned soldier," on another, Enrile | portrait that invites serious discussion. 


On the other hand, the portrait that 
emerges out of Buss’ book seriously 
damages the subject and impairs the 
portraitist's reputed scholarship and in- 
timacy with the Philippines. Quoting 
with obvious relish President Aquino's 
words to President Reagan — “It is I 
who will decide just what we do in our 
country" — Buss performs verbal con- 
tortions to fit the facts to the rhetoric. 
Aquino is obviously not a dictator. Why 
be euphoric when she sounds like one? 

Buss' sophistication as an observer 
of the Asian and Filipino scenes aban- 
dons him in his panegyric. That is 
understandable, for, after all, Aquino 
captured the imagination of the world 
when she replaced Marcos. But scholar- 
ship, no matter how intimate, requires a 
suspecting glance rather than wide-eved 
worship. — Adrian Cristobal 





— Ahmed Rashid 
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| By Louise do Rosario 
t£ A fter tolerating inflation for several 
| PA years, China's leaders have rated 
| the issue as the country's top economic 
| challenge this year — an indication that 
| the problem has become more serious in 
| both economic and political terms dur- 


| data has suggested. 

"At stake if inflation is not soon 
hecked is the reform programme and 
eformist leaders who will rise and fall 
ng with it. If spiralling prices come to 
| be portrayed as a legacy of communist 
|. party General Secretary Zhao Ziyang's 
| years as premier, he will be highly vul- 
| nerable. In this context, the significance 
of the fight against inflation is poten- 
i tially much greater than economics 
alone suggests. 

Inflation in China has been 
building up since 1984 because of 
rising demand outstripping the 
overall wealth created, and also be- 
cause of deeply rooted structural 
contradictions now able to make an 
impact on prices under a partially 
liberalised system. 

In 1987, China's retail price 
index (the commonest measure of 
inflation) rose 7.2% from a year 
earlier — below the record level of 
8.8% in 1985 and only 1% above 
target. Disposable income of urban 
households rose by 10.6% while 
gross income of farmers also grew 
9.2%  — figures which suggest 
consumers should be adequately 
cushioned. For an economy which 
has been growing at an average an- 
nual rate of 9.5% as measured by 
GNP during the past three years, sin- 
gle-digit inflation can hardly be 
avoided. Decades of hidden supply- 
demand imbalance now brought into 
the open by the economic liberalisa- 
tion are also having an inevitable im- 


ship, however, is that inflation is rising 
rapidly and is hitting where it hurts most 
— foodstuffs and in the densely popu- 
lated cities. Since April 1987, the retail 
price index rise over the year-ago month 
has been continuously above the target 
6% and reached 9.1% by December. In 
some cities, the index was up 15.3% at 
end-September 1987. 


| pact. 
What is most worrying to the leader- 
The rise in the index of free-market 







than half their disposable income on 
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commodities (including foodstuffs) — a , 
| more sensitive indicator of inflation be- | 
cause urban households spend more | 
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most of 1987. Prices of poultry, meat, 
fish and vegetables in urban free mar- 
kets were up 20-26% in September com- 


China starts to take seriously the danger of inflation 


High price of reform 


| years'of the nationalist government be- 


pared with a year earlier. Real wages, - 


meanwhile, stagnated for the first time 
since 1978. 

Other factors such as growing in- 
come weld and rising expectations 
make inflation even more unpalatable. 
Urban dwellers generally "feel" poorer, 
unhappier, and cheated by official 
promises after three consecutive years 
of above-target inflation. The recent ra- 
tioning of pork has, in particular, 
heightened their fears of more short- 
ages and higher prices on the way. In the 
early years of reform, the retail price 


(Growth in free-market agricultural prices* 
compared with rise in general retail prices) 
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other resources for agricultural production. 


1987 


REVIEWGRAPH by Ricky Hui 


index rose by a negligible 0.7-2.7% an- 
nually (except for 1980 when China’s 
imports soared). Between 1985-87, 
however, the index rose an average of 
7.3% annually — the longest period of 
rice increases since 1949. The retail 
index for free-market commodities rose 
an average 9% annually during the 
same period. | 
With a leadership inexperienced in 
dealing with inflation and with no ef- 
fective and coherent monetary-fiscal 
olicies vet, analysts predict the current 
evel of inflation will not decline in the 
near term. Officials aim at holding infla- 
tion to 4-696 , but economists forecast 8- 
1096 for this year. 
How China sees the harm of inflation 
counts more than the actual damage 
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| party offices and other official institu- 





—— price ceilings on certain raw materials - 

| and transport facilities. On 23 Feb- 
eee E :;| ruary, it issued an urgent directive de- | 
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caused. Endemic inflation was one 
the failings associated with the later 


fore the communist takeover in 1949. If 
the present leadership, nurtured over 30 
years in which prices were almost rock- _ 
steady, over-reacts to what it perceives 

as an already-horrifying le é 

tion, it may introduce sweep 
datory measures to suppress it 


* $ 


the cost of overturning the gains fr 
reforms already painstakingly won 
consumers anticipate more price rises, 
there will be panic buying and hoarding ~ 
as well as more vocal expressions of dis- |. 
content. 

Since 1984, when prices of some f: 
select items were decontrolled and «|. 
started to go up, Peking has issued 
relatively mild directives and regu- 
lations aimed at maintaining stabil- |. 

ity in the moderately liberalised | 

. pricing system. The standard offi- 

M cial line defending price rises was... | 

W that price reform was the key to all 

other reforms and that opposition 

from consumers came because they 
| were not used to price movements 

_ despite their improved livelihood. 

ut this year, there has been a 


| 
| 
| 
| B | 
A2 sharp change of tone. At the || 
politburo meeting on 6 February, |. 
it was agreed that the "outstand- a 
ing problem [in the economy] is 
rising prices," especially food 
prices. Since then, acting Premier 
Li Peng has stressed repeatedly | 
that price stability is | 
No. | goal this year. | 
In the domestic press, the rarely seen | 
and disturbing word “inflation” started | 
to appear, in place of the more com- | 
monly used and more palatable "rise in 
the retail price index." Findings of sur- _ 
veys, seldom made public especially | 
when they are unfavourable to the gov- | 
ernment, reveal that the standard of hv- ` 
ing of as many as 20% of urban dwellers 
has dropped. I 
These frank admissions are probably 
timed to pre-empt public criticisms 
at the National People’s Congress, 
China’s legislature, scheduled for late- 
March. With inflation becoming highly 
conspicuous, the government must be 
seen to be doing something. On 1l 
January, the State Council imposed . 


eking's 


manding that government departments, - 























2096. — 
— While such directives have been 


made and ignored before, the latest 


ones carry more weight because they 
came closely after the latest high-level 
verbal commitment to fight inflation. 
To millions of cadres who, in their role 
as resource gatekeepers, are capable of 
influencing prices, the signal is: Peking 
is serious this time. 

Three consecutive years of double- 
digit growth in investment, consump- 
tion, wages and credit have imposed 
enormous demand pressure on an econ- 
omy that has suffered from shortages 


^ (Comparing income and price indices; 1978 
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Source: State Statistical Bureau. 


for decades. In the past, shortages 
meant rationing but pegged prices; 
today, more goods are available but 
there is also inflation. ) 
Total fixed-asset investment (such as 
in plant and machinery, housing and 
infrastructure) grew an average of 24% 
annually between 1985-87, outstripping 
GNP growth of 9.5%. There was a 
slower investment growth of 16.5% last 
year but the total amount of Rmb 351.8 
billion (US$94.52 billion) still ac- 
counted for one-third of GNP. High in- 
vestment is generally regarded as essen- 
tial for continued growth in developing 
countries, but in China much of that 
amount has not gone into facilities 





have scrambled for scarce items 
such as steel and cement to build 
dormitories and administrative 
buildings, and for other non-pro- 
ductive facilities. 

Consumption demand far ex- 
ceeding material output also fuels 
inflation. Retail sales increased by 
an average of 20% between 1985- 
87. Record bank savings — Rmb 
307.5 billion at end-1987 — are 
another potential source of in- 
flation which can easily be un- 
leashed. In a society where con- 
sumer credit is unknown, Chinese 
save to buy consumer products, 
rather than to earn the low interest 
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Measure of discontent 


Urban workers seek greater job opportunity 


By Ellen Salem in Hongkong 


hina’s urban workers are a discon- 

tented lot, say the social scientists at 

.à leading think-tank. To make matters 

worse, most workers are opposed to the 

changes in the current economic set-up 

that the reformers insist would address 
most of their gripes. 

The China Economic System Re- 
form Institute (CESRI) has very neatly 
proposed reform measures that dove- 
tail with the management-responsibility 
and contract-labour systems, while pro- 
viding a prescription for industrial re- 
form based on defusing discontent. At 
the same time, it has criticised past 
- policies, which it claims have built in- 
Stitutions and fostered attitudes that 


|. stand in the way of development. 


| A 1986 survey of 2,500 people in 38 
| cities, which was conducted by CESRI 
and published in Jingji Yanjiu, an 
Academy of Social Sciences monthly, in 
December, indicates that public discon- 
| tent is widespread. Among the com- 
pone are high commodity prices (No. 
|. 20n the list of 13). Using power to seek 
|. private gains came first. 

— Other major areas of discontent in- 
clude nepotism; lack of job mobility; an 


unreliable legal system; frequent policy 
changes; few opportunities to earn 
money; inequality in pay; low salaries; 
and uncertainty of income. In sum, says 
the study, urban workers are increas- 
ingly preoccupied with unequal job op- 
portunities. 

What is significant is the range of dis- 
content. Surveys undertaken in 1984 in- 
dicated that most people expected re- 
form to lead to higher incomes. Now, 
expectations of the benefits of reform 
are more broadly based, ranging from 
political input to greater job freedom. 

The study is particularly significant 
given the linkage that is popularly seen 
between rising commodity prices and 
unequal opportunities. Reform has so 
far meant greater risks — due to rising 
prices — without corresponding gains in 
labour mobility and pay. 

One way to solve the problem would 
be for China to introduce fair and regu- 
lated competition for jobs, and to sever 
the links between employment and so- 
cial welfare. In their place, separate em- 
ployment and welfare agencies should 
be set up to take care of the spectrum of 
services now provided by the enter- 
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few hedges against inflation. The cur- 
rent nationwide buying craze is only the 
tip of an iceberg of decades of pent-up 
demand. | | 

Government spending at all levels is 
also high. The central government ran 
budget deficits in 1986 and 1987 total- 
ling Rmb 16 billion. At the local level, 
provinces and cities try to outperform 
each other in economic development 
yim ignore Peking's orders to spend 
ess. 


N ominal urban wages grew by an an- 
E W nual average of 18% during the past 
three years, while labour productivity 
(measured by the amount of renminbi 
created by each worker annually) in- 
creased by only 8%. Factories pass on 
the increased wage costs to consumers, 
resulting in a wage-price merry-go- 
round that further fuels inflation. 

Strong demand from both institu- 
tions and individuals has not been 
matched by adequate increases in sup- 
ply. Although total output grows at an 
impressive rate each year, many pro- 
ducts are unsaleable while long queues 
of shoppers stand waiting for other pro- 
ducts. The present industrial set-up, 
with all its structural contradictions 
(such as high profits for processing 
goods, and ridiculously low returns for 
producing vital raw materials) is not 
capable of producing enough quality 
goods quickly. 


prises in the state sector, which employs 
about 70% of the industrial workforce. 
Making such changes, CESRI ad- 
mits, would increase the risks for some 
low-income workers in state enterprises 
and lessen the risks of high-income 
earners in the collective and private sec- 
tors. But such a step is the only way to 
rationalise opportunities for all. 
Unfortunately for the reformers, 
most workers want to have their cake 
and eat it. Of those surveyed, half 
wanted to change jobs. But 82.796 ex- 
pressed a preference for jobs in the state 
sector — because of the attendant perks 
such as housing — and only 1.4% said 
they would work in a collective unit. 
This unwillingness to expose them- 
selves to the risks of a competitive mar- 
ketplace is presented as a legacy of past 
policies. The old system produced a 
rigid society, where everyone was clas- 
sified asa peasant, worker or cadre, and 
the possibility of mobility was extremely 
small. The only way to advance was 
through connections with the leadership 
of the unit concerned. | 
Thus, a social and industrial system 
has been created where connections are 
all and ability is of little importance. 
This has created a workforce that does 
not associate risks with rewards. The 
task now, says CESRI, is to change 
carefully attitudes so that policy 
cn be implemented with little 
social disruption. — ü 
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. In agriculture, there are neither new 
centives to speed up production nor 
adequate commercial system to 
dle any substantial increase in out- 
put efficiently (REVIEW, 18 Feb.). Bot- 
.| -tlenecks, profiteering and the existence 
“| of quasi-monopolistic bureaucracies 
{ controlling scare commodities further 
push up prices. 

Price reform has been conveniently 
blamed for price increases, though 
many had thought China’s double-track 
| pricing system (under which fixed and 
| free prices co-exist) would help to re- 

duce the pains suffered by socialist 


{Retail price index in urban areas 

of selected provinces, Sept. 1987) 
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REVIEWDIAGRAM by Picky Hui 


Radical reformers on the defensive - 


| 










countries undergoing similar reform. 


The irony is that for China to redress 


the supply-demand imbalance, more re- 
form is obviously necessary — some- 
thing which the leadership is hesitant to 
do in a highly inflationary and socially 
volatile environment. Meanwhile, trad- 
itional ways to moderate inflation such 
as high interest rates, tight public spend- 
ing, bankruptcy, wage freezes and un- 
employment are either unacceptable or 
ineffective under the current partly re- 
formed system. 

In the current fight against inflation, 
the leadership has yet to come up with a 
comprehensive anti-inflationary policy: 
what it has done so far is to appease a 
discontented population to show that it 
understands their problems and will try 
to keep prices stable. There are also 
hints of compensation, such as wage in- 
dexation and more food subsidies, im- 


plying that the problem may again be | 
shifted to the budget and eventually to | 


the banking system. 


One observer notes that Peking is | 
trying to hide inflation in "the wild hope | 
that it will go away eventually." By sup- | 


pressing price increases, it is merely 


tackling the symptoms but not the | 
cause. The danger is that if the current | 
still-relatively low rate of inflation is not | 


handled properly, it will further distort 
prices, build up more cost pressures, 
and pave the way for more erratic and 
higher price increases in future. | 


Inflation fight may polarise leadership 


seran may finally provide a much- 
needed political platform for Chinese 
policymakers advocating moderate re- 
forms to challenge their more radical 
counterparts. Since January this year, 
there are signs that acting premier Li 
Peng has become the spokesman of this 
more moderate faction within the 
leadership. 

Li's vigorous stance on inflation con- 
trasts with his generally unaggressive 
style since assuming office last 
November. The change has surprised 
many. It is also in sharp contrast to a re- 
cent call by communist party General 
Secretary Zhao Ziyang to speed up deve- 
lopment along the coastal areas. Zhao 
called for the coastal areas to be granted 
more decentralisation and to boost ex- 
ports — tasks which Li listed as the last 
of his five priorities this year at his 
Chinese New Year’s speech on 17 Feb- 
ruary. 

To observers, Li and Zhao have very 
different priorities: one calls for price 
stability, another for more development. 
Until now, Li never seemed to have any 
distinctly different viewpoint from his 
predecessor Zhao. 

In recent years, Zhao, in his capacity 
as premier and with elder statesman 
. | Deng Xiaoping's support, had been able 
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Tough time 
at the Tops 


Safari lodge management 
accused of fraud 


By Kedar Man Singh in Kathmandu 
Nee Tiger Tops jungle lodge. a — 

haven for the rich and famous, is | 
embroiled in an increasingly bitter 
courtroom battle over alleged fraud and 
has become the target of sustained press 
criticism. 

The British management of the re- 
nown safari lodge, which caters for 
about 6,000 tourists a year and employs 
800 locals, has been accused of evading 
taxes by setting up overseas offices, of 
contravening foreign-exchange curbs 
and of raising illegal funds. 

But Jim Edwards, the former man- 
aging director of Tiger Tops, and his 
brother John, the current managing di- 
rector, claim they are the victims of a 
conspiracy to take over control of the 


lodge when their 15-year lease expires |. 


in 18 months’ time. 

The allegations surrounding the 
management of Tiger Tops have coin- 
cided with the announcement by 


| Nepal’s Tourism Minister Ramesh Nath 


^| Pandey of a 13-year master plan aimed 


| at increasing the number of visitors to 
| the country to 1 million by the year 
| 2000. The plan will involve the rapid ex- 


to play the dominant role in setting the | 


economic agenda. His rivals want to 
change this, especially as Zhao's role as 


secretary-general means he should con- | 
centrate more on party rather than gov- | 
| nally rescued by Jim Edwards, a local 


ernment work. But in the past few 


| months, Zhao, with his prestige and ex- 


perience, has still been able to seize the 
reform initiative. 

Inflation offers a single highly visible 
and universally unpopular issue that is 
associated by some with the more radical 
reform programme pushed by Zhao. It 
offers an opportunity to clip his wings. 
Unlike the abstract  anti-bourgeois 
liberalisation drive in early 1987, which 
also attacked reformers but which few 
supported or cared about, wanting to 
fight inflation does not make one an anti- 
reformist. 

It is still early to say how far the 
issue will polarise views and intensify 
conflicts within the leadership. A shrewd 
manipulator and someone still with 
Deng's backing, Zhao may turn this 
issue to his advantage or seek compro- 
mise. Li, still new in his seat, may also 
be unwilling to confront Zhao head-on. 
But if inflation accelerates and induces 
more social unrest, there will be a need 
to find political scapegoats. 

— Louise do Rosario 


Atene 


ansion of tourist facilities, including 
Yotel accommodation. 

Tiger Tops was set up in 1963 by two 
Texans but because of poor manage- 
ment teetered on the brink of bank- 
ruptcy for several months. It was fi- 


employee of a US development agency, 
who successfully turned it into one of 
the world's top tourist attractions, 
generating US$3.5-4 million a year in 


much-needed foreign exchange for the _ | ; 


debt-ridden country. I 
Edwards expanded Tiger Tops, add- 
ing a luxury tent camp and an ethnic vil- — 
lage to the orginal hotel in the Chitwan . 
National Park. He also started running 
river trips and treks, and set up the In- 
ternational Trust for Nature Conserva- 
tion which helped fund the Gharial | 
wildlife rearing project, now run by the - 
Mahendra Trust for Nature Conserva- 

tion (MTNC). 

The row over Tiger Tops exploded : 
into the public arena mid-1986 when the. 
local weekly Deshanter accused the Ed- — 
wards brothers of making huge fortunes . 
at the expense of the De teary It said 
they had been evading Nepal taxes by 


paying high commission rates to sister 
organisations in Europe, the US and the 
Far East. It also claimed that as the 
Nepal agents for the US airline Pan Am 
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| they had been selling tickets in local cur- 


rency, contravening foreign-exchange 
control laws, and raising funds impro- 
perly in the name of MTNC, 

The weekly accused the brothers of 
purporting to sell shares in Tiger Tops 
through a Panama-listed company, Ed- 
wards and Co. SA, in a bid to avoid tax 
and litigation problems. And it alleged 
that a number of the lodge's wealthy vi- 
sitors had. been offered and bought 
stakes in the company but had never 
been paid a share of the profits. 

These allegations went unanswered 


for several months. Then this year the 


Tiger Tops’ management decided to sue 


the Deshanters publisher, editor and | 
" manager for defamation, claiming maxi- 
mum damages. That case is pending. 


im Edwards is also embroiled in a 


J 


_ Prakash Raj Manandhar, who was a di- 
rector of Tiger Tops in the late 1970s | 


and early 1980s. He claimed Rs 12 mil- 
lion (US$545,450) from Edwards in re- 
payment for loans advanced to manage- 
ment, including interest due. After a 


prolonged court battle Manandhar and | 


Edwards agreed to settle in late 1986. 
However, last year Manandhar re-regis- 
tered his case against Edwards in the 


Kathmandu District Court after two | 


cheques in part payment of an agreed 
settlement bounced. At the time, it was 


also alleged that Edwards had transfer- | 


red almost all his shares in the company 
to his brother John who has since been 
made managing director of Tiger Tops. 
John Edwards claims Ti 
management never issued the signed 


cheques which were drawn on local and | 


a US accounts. He says the cheques 
were made out on signed blanks which 
had been stolen. The US account was in 
fact closed 12 years ago. Jim Edwards 
says he is prepared to pay to have the 


| date of the signatures verified by foren- 
j sic experts in Britain. 

|... The Edwards claim they are the vic- 
_ tims of a malicious campaign by vested 
interests in Nepal intent on seizing the 
Tiger Tops’ business for themselves 
when the lease comes up for renewal in 


18 months. John Edwards denies the al- 


.legations of tax evasion and the break- 
ing of foreign-exchange laws, though a 
|. central bank source said the manage- 
j| ment had been warned about currency 
1. violations. 


John Edwards insists that Tiger Tops 
does not owe any cash to Manandhar 
and claims that he has already been paid 
more than Rs 5 million. A district court 
injunction freezing the assets and ac- 


counts of the lodge in connection with 


the Manandhar case, is causing unease 
in world tourist circles, however. 
But in a bid to boost confidence and 


settle differences with critics, Tiger 
Tops recently engaged retired secretary 
for tourism and chairman of the Royal 


Nepal Airlines, Tej Bahadure Prasai, as 


à full-time consultant. 


case brought by Nepalese financier | 


iger Top | 


Interest in a conflict 


A Thai minister's contract decisions draw criticism 


| 
| 
| 
! 
| By Paisal Sricharatchanya in Bangkok 
| o politicking and the ap- 
| parent entanglement of partisan in- 
| terests in a string of big deals involving 
| the Communications Ministry have 
| put Thailand's commercial reputation 
| under scrutiny by foreign businessmen 
| and investors. 
| At one level, some of the controver- 
sial actions initiated by Communications 
Minister Banharn Silapa-archa since he 
| assumed office in August 1986 is viewed 
| in local diplomatic and business circles 
| as part of a systematic “de-Samakisa- 
| tion" campaign. This phrase was coined 
| to describe the abrogation of various 
| projects initiated by Banharn's pre- 
| decessor, Samak Sundaravej. 
| Banharn is the influential secretary- 
general of the Chart Thai Party, a major 
| partner in the ruling coalition: Samak is 
| à key opposition leader following the 
| dropping of the Prachakorn Thai Party 
| from the government following the July 
| 1986 general elections. Seen in this con- 
| text, the campaign reflects a dimension 
| of Thai politics which surprises few local 
Observers. 
| But because some of the projects 
| nullified at Banharn's initiation had 
| gone through properly conducted bid- 
| 
i 
| 


ding, doubt has been raised over the 
government's policy consistency and a 
shadow has been cast over Thailand's 





Fo months, US aircraft-maker Mc- 
Donnell Douglas had fought with its 
rival, European consortium Airbus In- 
dustrie, to supply a new fleet for Thai 
Airways International (THAI). Now the 
airline has decided to drop the Airbus A- 
340 — but its choice of the MD-11, made 
in late 1986, has yet to be finalised by the 
Communications Ministry. As one 
senior THAI executive put it: “The A- 
340 is dead, but the MD-11 is not fully 
alive.” 
The latest review was conducted on 
instructions by Banharn to grant full 
hearings for both manufacturers. Some 
THAI executives privately complained 
that it marked a delay that could have 
been done without. However, indepen- 
dent representatives on THAI’s board 
had supported the hearings on grounds 
that a careful reconsideration of the air- 
line’s aircraft-purchase plans would 





The first serious international uproar 
was prompted in May by the govern- 
ment cancellation of a Baht 3.3 billion 
(US$130.4 million) contract with the 

| Belgian bus-maker Van Hool. At 
| Samak’s instructions, the Bangkok 
i Mass Transit Authority, the state-run 
| bus company, signed the contract with 
Van Hool in August 1986, days before 
| Prime Minister Prem Tinsulanond or- 
dered the deal postponed. The govern- 
| ment had caretaker status at the time, 
| waiting for the formation of a post- 
| election new administration. 
| Immediately after. Banharn took 
| over in the same month, he made it clear 
| that he had doubts about the deal. The 
| Van Hool contract involved the leasin g 
| 
| 


i 
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of 300 articulated, air-conditioned 
buses. The contract also was part of a 
broader package to modernise the fi- 
nancially ailing bus company with a new 
fleet of 1,500 buses to be supplied by 
Van Hool, a South Korean group and 
three local assemblers. The sizes of the 
four other contracts were subsequent- 
ly scaled down, though the Belgian 
deal was scrapped for no clear-cut 
reason. 

That understandably sparked angry 
reactions from the Belgians who ini- 
tially threatened to sue. After a series of 
negotiations, in which the ministry ap- 
proved the principle of some form of 
compensation while the Belgian com- 
pany agreed to drop its original demand 
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THAI aircraft-purchase plans are uncertain 


| be more beneficial than harmful. 
Given THAI’s prestige as a world- 
class carrier, the deal would be crucial to 
both manufacturers, since it could influ- 
ence sales to other lines. 
| THATs Long-Term Planning Com- 
| mittee (LTPC, a senior group that annu- 
| ally réviews and re-adjusts the airline's 
| five-year plans) in fact opted for the MD- 
| ll as far back as December 1986. A 
| memorandum of understanding was 
| then signed with McDonnell Douglas — 
| making THAI a “launch customer" — 
| for four aircraft to be delivered around 
| 1990-91, with options for four more. The 
| decision was later approved by THAI’s 
| board in May 1987. —— 
| In the following month, just as the 
| airline was preparing detailed docu- 
| ments for submission to the ministry and 
the NESDB — necessary steps before a 
final approval by the cabinet. 
















— Airbus | 


for a Baht 60 million inde- 
mnity, Van Hool now awaits a 
vernment response on a re- 
-submitted Baht 1 billion pro- 
-posal. Apparently taking stock 
-of the negative impression the 
cancellation might have creat- 
ed externally, Foreign Minister 
| Siddhi Savetsila has asked 
| Banharn to consider favour- 
+ ably the reduced-size deal. 
More recently, Banharn 
| was in the news for overturning 
{plans by a French consortium 
^L to undertake what would have 
© | been the first private construc- 
. |. tion and operation of tollroads 
=i- (REVIEW, 24 Dec. '87). The 
minister swung a decision at a 
^] Council of Economic Ministers 
"| meeting in November which 
^] rejected the Bouygues/Transroute (BT) 
| proposal on two major highways in the 
| Central Plains, in favour of a return to 
—i.the old system whereby construction 
| would be undertaken by the Highways 
. Department. 
The project would have expand- 
ed a 188-km stretch between Bang 
Pa-in and Nakhon Sawan plus another 
| 








149-km stretch from Saraburi to the 
northeast-gateway province of Nakhon 
Ratchasima into four-lane divided high- 
ways. The scheme was first conceived 
by Samak in 1983 in light of the govern- 
ment's tight budgetary constraints at the 
time. 

Selected from various internation- 
al bidders, the BT consortium was 
awarded a letter of intent in April 1986 
to formulate a detailed plan. Turning 


back to the Highways Department is... 


seen as tantamount to a reversal of the 
government's much-touted privatisa- 
tion policy. 


| and requested it be considered too. The 
subsequent review put the acquisition 
process back to square one. 

Aviation experts say the two models 
are virtually duplicates of a long-haul 
(16 hours' non-stop flying), medium-size 
aircraft. Despite published claims 
sourced to the ministry that THAI did 
not consider the A-340 at the start, the 
airline's executives maintained that 
both models were carefully studied 
before the December 1986 decision. 
“The MD-11 was completely pack- 
aged whereas technical data on the 

| A-340 was unclear at the time," said one 
| source. 

hat decision corresponded with 

THAIPs strategy to promote long- 
haul, non-stop flights to secondary 
European destinations such — as 
Frankfurt, Stockholm and Vienna 
where the use of a larger aircraft like 
the Boeing 747 would be uneconomical. 
THAI now operates such non-stop 
flights to larger European markets like 
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Local newspaper reports sourced to 
Banharn blamed BT for coming up with 
excessive conditions. The minister re- 
portedly claimed the government can 
build the two roads at lower costs and 


study. 

A senior BT executive told the 
REVIEW the group has not received any 
official communication on the economic 
ministers’ decision; neither has there 
been any response to a recent appeal to 
the prime minister, in which BT sought 
an opportunity to defend its proposal. 
Apparently in connection with another 


Rome, Paris and Copenhagen with Boe- 
ing 747-200s and 747-300s. 

The original plan called for THAI to 
use three DC- IOERs (an extended-range 
version of the DC-10) in the interim 
period before the MD-11’s arrival. Two 
of these were delivered in December, 
with the third expected in May, all of 
which carry a guaranteed buy-back by 
McDonnell Douglas at book value. The 
MD-11 was to cost less than US$90 mil- 
lion a piece (airframe and engine) — or 
roughly the same as the A-340's offered 
price. But as a launch customer, THAI 
was to get a package of engineering sup- 
port and technical benefits which execu- 
tives say would be equivalent to about a 
20% discount on the full price. 

Both manufacturers duly made their 
presentations on 6 January. The LTPC 
met once on 18 January and then de- 
cided at its second meeting on 22 Feb- 
ruary to drop the A-340 on technical and 
economic considerations. Informed 
sources told the REVIEW the Airbus tech- 
nical data remained too unclear, making 
comparisons difficult. 


; rejection has sapped confidence among 


: Thailand well. It has also undermined 
| the government's credibility among 








Ou 


| similar appeal by 
Ambassador Ivan Basto 
Banharn called a press confer 
ence on 22 February to reiter- 


anirritant that 
ings down a 

vaging a tre- 
t here," The 
producer, Sol- 
«4 billion joint 





mendous effort 





vay, is Starting ur 
venture with Britain’s Laport on the 
eastern seacoast D hydrogen 
peroxide. Solvay is also competing with 
six other international groups to bid a 
massive Baht 10 billion polyvinyl 
chloride project under the next phase of 
the Eastern Seaboard industrial-deve- 
lopment programme. 

Nonetheless, the de-Samakisation 
campaign has raised concern over the 
question of policy consistency. “This 
may be viewed as a political problem. 
But does it mean that policies will [con- 
stantly] change when a minister leaves 
office?" asked a European business- 
man. The same source claimed the BT 








potential investors who do not know 


Against the MD-11's 288 seats, the A- 
340's claimed 291 seats would be re- 
duced to only 254 under an enlarged gal- 
lery configuration based on long-haul 
flight standards, rendering it less 
economical, according to the sources. 
There was also concern over higher 
maintenance costs on the A-340's prop- 
osed engine, which is different from the 
family of General Electric engines now 
used on THAI’s fleet of Boeing jumbos, 
DC-10s and A-300s. Finally, the A-340's 
promised delivery around 1992-93 puts 
it two years behind the MD-11, thus de- 
laying THATs marketing plans. 

That does not mean the MD-11 is now 
a definite certainty. A Communications 
Ministry representative at the 22 Feb- 
ruary LTPC meeting reportedly asked 


to reserve a conclusive judgment, 


suggesting that THAI should compile its 


arguments in favour of the MD-11 ina | 
short report using language simple 
enough for his superiors to understand. — 


The report was duly sent to the ministry 


two days later and a final decision is now | 
— Paisal Sricharatchanya _ 


awaited. 
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ose familiar with the local scen 


Australia’s Commonwealth Engineer- 


| ing (COMENG), which was originally 


timed to coincide with King Bhumibol 

Adulyadej’s 60th birthday celebrations 

in December. The second involved a 

Cabinet-approved scheme to set aside a 
| huge plot of land opposite the existing 
| Bangkok international airport for fu- 
ture extension. 

The scrapping of the COMENG deal 
was based on grounds that the company 
was chosen without international 
bidding, The Cabinet's rejection. of 
the airport-extension plan stemmed 
from the Communications Ministry's 
reasoning that it would be harmful to 
area residents. 

Foreign businessmen who have had 
dealings with both ministers describe 
Samak as being more at ease than 
Banharn in handling large-scale inter- 
national contracts 
perhaps partly explained by their differ- 
ent degrees of foreign exposure and 
English-language fluency. 

Samak flatly denied allegations in 
some foreign-business quarters that 
those dealing with the ministry during 
his 1983-86 tenure were asked tó pay up- 
front fees. “If that was the case, those 
people would have come and torn me 


(———— 


pemes 


peste months of opposition by the 
foreign-controlled Bangkok Ship- 
owners and Agents Association 
(BSAA), the Port Authority of Thai- 
| land (PAT, a state enterprise) pushed 
ahead on 25 February with the introduc- 
tion of a controversial crane service at 
the Bangkok port. 

The immediate result will be higher 


controversy is Bangkok Cranage Corp. 
(BCC), which was awarded the sole 
concession to load and unload con- 
tainerised cargoes. Previously, all ves- 
sels calling at the Bangkok port, most of 
which belong to foreign lines, could use 
their own on-board cranes. Since cargo- 
handling atother regional ports is mostly 
done by the respective port authorities, 


of income under the old system. 


time to take over the service. Orders 
were placed for six gantry cranes from 
Yugoslavia, which will be delivered 
starting at the end of this year. Mean- 
while, BCC was appointed sub-contract- 
or to provide the service with mobile 
cranes. The PAT isto get 25% of BCC's 
revenue as royalties: the use of private 
vessels' on-board cranes is banned. 


a reflection | 


costs for Thai traders. At the centre of - 


the PAT claimed it had been deprived - 
So the PAT decided last year it was - 


—. Samak claimed in an interview that- 5s 
 Banharn derailed two other projects — | 
the proposed purchase of nine sets of | 
| | " Royal Express" passenger trains from 








| 
| 
| 











Storm at the port 


A new cargo-handling system sparks complaints 
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local industry and exporter groups, 
| spoke in support of 
the scheme, on the grounds that it is a 
legitimate source of income for the Port 
Authority of Thailand, a state enter- 
prise under his ministry's jurisdiction. 


he fact that the minister won final 

approval for this from Prem in De- 
cember — despite objections by Snoh 
Unakul, the chief of the top planning 
agency, the National Economic and So- 
cial Development Board (NESDB) — is 
a measure of his political influence. He 
is generally r judge as one of Prem's 
staunchest civilian supporters. - | 

The Chart Thai connection in the 
port deal is evident from the sharehold- 
ing structure of Bangkok Cranage 
Corp. (BCC), which was awarded the 
monopoly. According to company re- 
cords filed in September, 2596 of BCC is 
held by Tavich Klinpratum's Trailer 
Transport Co. while Tavich personally 
has another 12.5%, making them the 





Shipping-line executives claimed 
they do not object to using the PAT's 
own gantry cranes once they are install- 
ed. But they charged that forcing them 
to use the BCC service until then is 
ludicrous. One commented: “Why re- 
place a system which has all along 
proven to be efficient with one that is 
more costly and likely to be less effi- 
cient?” Some 88% of the vessels are 
equipped with on-board cranes; con- 
tamer handling in the past carried no 
extra fee. | | 

Under PAT directives, BCC now 
charges Baht 1,000 and Baht 1,700 per 
20-ft and 40-ft container, respectively. 
Against BSAA’s projection that traffic 
at the Bangkok port will rise 1295 this 


year to 716,000 20-ft equivalent units, 





BCC stands to make a total of about 
Baht 700 million, which translates into 
about Baht 175 million in royalties for 
PAT. BCC spokesmen were quoted in 
the local press as saying that the com- 
pany stands to lose money, having to in- 
vest in more than 10 mobile cranes. But 
critics argued the company will clear a 
handsome profit at the end of the year. 
The latest monopoly means an extra 
cost of US$3-4 a tonne for all exports 
and imports. The shipping lines are 
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- two largest shareholders. A veteran | 
businessman/politician who has pros- 


d from port-related activities, 
ch is one of Chart Thai's deputy 
ders. 

anharn's apparent desire to have a 


» direct say in the running of Thai Air- 
. ways International (THAI, the national | 
-"flag-carrier) has also invited criticism. 
| Independent observers view the minis- 
| try'srecent order for a review of the air- 
| line’s aircraft-purchase plans as fair. 
|| However, critics say he might be taking - 
| his ministerial reponsibility too far and, 
j| in the process, hampering what has until 
| now been an efficiently run outfit. 

| ^ » Commentin 
| is one of the few professionally man- 
| aged and profitable state enterprises, a 
.| recent editorial in the English-language 
| daily Bangkok Post warned: "What the 











on the fact that THAI 


minister has to remind himself is that he 
cannot afford — neither politically for 


| himself nor economi- 


— to have the biggest | 
winner in this stable | 
turn into a loser in the || 
highly competitive re- | 
gional and global | 


aviation races...” i: 
According to m- | 
formed sources, Ban- | 
harn tried to engineer | 
crucial 
THATs 


changes to | 
articles of | 


passing the deem 
onto their clients, by 
collecting Baht 1,400 
and Baht 2,400, re- 
spectively, to cover 
business-tax and ad- 
ministration costs. | 
Perhaps more seri- 
ously, they are con- | 
templating imposing a | 
“Bangkok congestion 
surcharge," in the 
event that ships are ——— —- 
delayed and miss their schedules. 


66 he extra-cost burden alone is of 
significance to the competitiveness 
of Thai exports in world markets. How- 
ever, the most significant effect in the 
use of inefficient equipment will be the 
unavoidable creation of port conges- 
tion. Feeder vessels which serve Thai- 
land’s trade operate to very rigid sche- 
dule patterns and any delays will result 
in missed connection with mainline ves- 
sels at the transshipment point. That not 
only lengthens the transit to the receiver 
of Thai exports, but reduces the ability 
of the exporter to deliver goods on 
schedule,” the BSAA warned in a 19 
January appeal to Prem — which went 
unheeded. 
The BSAA late last year engineered 
a review of the PAT plan in the forum of 
the high-level Joint Public-Private Sec- 
tor Cooperation Committee (chaired by 
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Banharn: systematic campaign, 





association at a board meeting in 


December to give him full control over 
the airline’s operations. His supporters 
said the minister needs to be account- 
able to parliament, since the airline 
is also under his ministry's jurisdic- 

| tion. 

Through a ministry representative 

| on the board — the minister is not a 

board member — he also reportedly 

proposed the removal of THAT's execu- 
tive vice-president, Chatrichai Bunya- 

Anant, a well-respected aviation-mar- 

keting expert, from a new board which 

was being formed to correspond with 

THATs merger with its sister domestic 

carrier, Thai Airways Co. 

The sources said the changes sought 
by Banharn were turned down on the 
| grounds that they contravened THATs 
long-standing practice and might hamper 
such important aspects as its foreign 
borrowings and negotiations with foreign 
governments on air- 
traffic rights. The 
executive vice-presi- 
dent's position was re- 
portedly retained in 
the new board, as he 
is considered crucial 
to maintain the air- 
line's continuity, since 
the president is al- 
ways a political ap- 
pointee from the Roy- 
al Thai Air Force. 


Prem). Subsequent 
findings by the 
NESDB's Snoh con- 
 cluded that the pro- 


hurt Thai export com- 


petitiveness. l 
But at the insis- 
tence of the Com- 


munications Ministry, 
which has jurisdiction 
| over the PAT, the 
plan went ahead. 
Banharn has since been quoted as 
pledging that if BCC's service does 
not work efficiently, he would allow 
a return to the old system. 

The BSAA’s failure to overturn the 
PAT decision was partly attributed to a 
lack of unity among its ranks. The as- 
sociation at one stage proposed to pay 
PAT a flat fee equivalent to the 25% 
royalty. But some members were reluc- 
tant to go along with this. 

BCC’s operation on the first two 
days was reported orderly. Shipping 
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| executives said it would take at least a | 


few more weeks before the result can be 
e In retrospect, a senior 
SDB planner said the controversy 

| may be a blessing in disguise. "The 
| problem is only temporary: it has 
heightened attention by all parties con- 

| cerned over the need to privatise the [ope- 
| 





rations of] various new ports now under 


construction.” — Paisal Sricharatchanya 


FUTURES 


posed service would | 


The efficiency of these physical mar- 
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SFE introduced new contract | 
despite previous problems 
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anfare. 
ie geme 
made with the Lonc ational Fi- 
nancial Futures Exchange and the New 
York Commodity Exchange, involved 
US Treasury-bond interest rates, Euro- 
dollar interest rates and gold prices. 
SFE officials had high hopes that trad- 
ing in each would reach 2-5,000 con- 
tracts a day. But last year only 2,176 
US Treasury-bond contracts, 1,568 
Eurodollar-rate contracts and 3,606 on 
gold prices were exchanged. 

| SFE officials acknowledge the disap- 
| pointing start but believe the new Aus- 
| tralian-dollar contract has a good chance 
| of success. Since being floated in De- 
! cember 1983, the Australian dollar has 
| become the sixth or seventh most ac- 
| tively traded currency in the world, 
| with domestic foreign-exchange market 
| turnover of about  A$15 bilhon 
| 
| 
| 
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(US$10.7 billion) a day and about half 
as much again in foreign markets. 
Officials argue that the SFE's experi- 
| ence is not exceptional and that most 
new futures contracts have received a 
poor reception recently. The most 
popular, a five-year treasury-bond con- 
tract started in New York, managed 
| 383,613 contracts last vear — about 1,500 
| contracts a day. They believe that persi- | | 
stence should pay off in a situation where | 








| a lack of international business and local 

| liquidity is the deterrent to more trade. 
The new Australian-dollar contract, 

however, faces the challenge of forward 





| transactions. Forward transactions, | 
| some covering the next 12 months, ac- 
| count for 15-20% of the foreign-ex- 









| change market’s volume. The currency 
swap market, in which counterparties 
| agree on a buy-and-sell deal in the fu- 


ture, is also substantial. | 











which were offered last year on the 
Chicago Mercantile Exchange and the 
Philadelphia Exchange. The SFE's US- 
dollar contract, which has been drop- 
ped to make way for the new Australian 
dollar contract, traded only US$125 ` 
million a month (on face value) last 
year. 

The new contract, which carries a 
commitment for A$100,000 against the 
US dollar up to six months ahead, is 
' seen by the SFE as a more flexible alter- 
native to foreign-exchange market 
. deals. Most futures dealers see initial 
. business coming from smaller firms and 


TRADE 


| | By Anthony Rowley in Geneva 


E s volume of world merchandise 
trade showed a healthy 496 expan- 
sion in 1987 — the second-strongest in- 
crease in this decade. And it should 
grow at least as fast this year, according 
to the Geneva-based General Agree- 
ment on Tariffs and Trade (Gatt) in its 
latest report on world trade. 

The global expansion masked some 
remarkable regional differences, not 
least that aggregate growth in both im- 
ports and exports of the four Asian 
newly industrialised countries (NICs) | 
was in excess of 20%. Growth else- 
where was more modest and Japan's 
trade volumes declined, 

While noting the strength of trade 
growth in the NICs (South Korea, 
Taiwan, Hongkong and Singapore), the 
.| Gatt secretariat appears anxious to | 
^| defuse the emotive debate over whether | 
.| it is cürrency misalignments that are | 
¿| causing current-account imbalances of 
the kind that exist between the NICs 
and the US, their main market. 

Taken overall, the latest Gatt fig- | 





-vide an optimistic picture not only 
for the NICs, but also for the 
. world's 15 most heavily indebted 
countries. Their aggregate mer- 
. chandise exports rose by 10% in 
| 1987; their imports increased by 
| 7%. This has favourable implica- 
1 tions for their ability to service 
foreign debt. 

. Gatt economists note that 
the October stockmarket crash 
‘did not have any immediate ad- 
verse impact on world trade. But 
the report points out that the ex- 
pectation of a good global trade - 
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individual speculators, along with some | sw; 


overnight business from the US. | 
An agreement by five SFE floor | 
members regarded as “market-makers” 
to provide daily buy and sell quotes (for 
a minimum of A$1 million) for 10 weeks 
from the contract launch date should 
help get trading started. SFE chief exe- 
cutive Les Hosking said the Australian 
market would be the first to react to 
local news affecting the exchange rate. ` 
The SFE has, meanwhile, been look- 
ing at ways to shore up its defences 
against market crashes. None of its 
members defaulted because of the Oc- 
tober sharemarket crash. A total of 
A$300 million in margin calls on 
share-price index contracts were out- 
standing at the time and SFE members 


Crash... what crash? 


Gatt is bullish on prospects for world trade 


sumption that there will be no further 
major upheaval in financial markets and - 
no "serious recession" in the US. 
Trade volumes in manufactured pro- 
ducts rose by 5% in 1987, against 3.595 
the year before. The trend in agricul- 
tural trade was even more promising. 
Farm exports rose by 496 after suffering 
a 1% decline in 1986. However, trade in 
mining products declined marginally. 
Global merchandise exports rose 
15.576 last year to a record US$2.245 © 
trillion. This was a reflection of the 
sharp depreciation of the US dollar and 
increases in the dollar prices of oil and | 


other primary commodities. 
pe the strong performance of the 
Asian NICs, imports into de- 
veloped countries (notably the US) re- 
mained the strongest force behind 
world trade growth in 1987, though 
growth rates did slow down. Imports 
into developing countries recovered 


performance this year is based on the as- | 


from a substantial decline in 1986 to 










ASIAN NICS EXPORT MORE — 
AND IMPORT MO 








REVIEWTARLE by Bamy Lee 


s byclients. Aware that SPT futures 


make up on 


The exchange has already changed 
its rules to raise the maximum fine it can 
levy on members. for breaches to 
A$250,000 from the previous A$25,000. 
The minimum liquid assets requirement 
(now A$250,000 for full floor members 
and A$50,000 for “associates” required 
to trade through floor members) may be 
raised to at least A$1 million even for 
the associates. oO 


growth which was in line with average 
world merchandise-trade volumes last 
year. Developing countries, remained 


| the “most dynamic” exporters. 


Not since 1984 when world merchan- 
dise trade grew by a remarkable 9% has 
the trend been as promising as it was last 
year. | 
growth was virtually unchanged. last 
year. This distinguishes it from 1984 
when output also surged. 

Manufacturing output did improve 
last year, though agricultural output de- 
clined by 396 as a reaction to generally 
high stocks of produce and lower world 
market prices. The rise in agricultural 
trade reflected a further increase in 
Japan's agricultural imports and the fact 
that China stepped up food imports. 

The Gatt report notes that a "key 
factor behind the faster growth in the 
volume of trade in manufactures [last 
year] was the rapid economic growth in 
a number of Asian developing coun- 
tries. These economies have become 
not only significant sellers, but also signi- 
ficant buyers of manufactures on world 
markets." The NICs “accounted for 8% 
of world exports and 5.596 of world im- 
ports of manufactures in 1986." | 

The report argues that the NICs' 
trade performance and other evidence 
suggests that in many countries, de- 
mand dominated the effects of ex- 
change-rate changes regarding imports, 

"These observations support 
the view that the exchange-rate 
mechanism on its own is often not 

sufficient to bring about the 
changes in trade volumes needed 
to reduce a current-account im- 
balance. Because this mechanism 
can be frustrated, particularly on 
the import side, by trends in 
domestic expenditure, orderly ad- 
justment requires that exchange- 
rate changes be supported by ap- 
propriate fiscal policies." | 

Gatt argues that the balance 
between savings and investment is 
amuch more important long-term 
determinant of the current ac- 
count, rl 








But world merchandise-output 
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You may not always be able to guard against 
extreme situations, but you can always make 
the best of them. This, however, does notonly 
require first-rate preparation and adequate 
hardware but also people who, at crucial 
moments, react fast and make the right deci- 
sions. On the stormy seas of today's financial 
markets, such skills are once again at a high 
premium. Our services in the field of portfolio 
management for private and institutional 
investors take all this into account. Your port- 
folio is looked after by highly qualified 
advisers who can depend on background sup- 


When an 
investor's life 
is not plain 


port that far exceeds the average: on the splen- 
did information network of our parent bank, 
which is the world's largest bank; on the poli- 
tical stability and stable currency of Switzer- 
land: and on a wide range of services that 
transcends traditional portfolio management. 
These services include the COMPASS cur- 
rency management system, a selective exploi- 
tation of currency fluctuations based on à 
computer model of our own that allows foran 
investment policy which is not dependent on 
the fortunes of the stock exchange. We are the 
only bank to offer this unique investment 





product. The two Executives in charge o! 
our  Portfolio-Management Department, 
Mr Hans Goetti and Mr Yasuhiro Marui, will 
gladly give you more details. Why don't you 
contact us at DAI-ICHI KANGYO BANK 
(SCHWEIZ) AG, Lówenstrasse 32, CH -8023 
Zürich, Switzerland, Telex 813886, Fax 
01/ 21692 22, Telephone 01/21691 11. 
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When you move your international 
business to New Jersey, you won't feel alone 
We've already attracted more than a 
thousand firms from forty countries. Includ- 

ing Samsung, Siemens, Jaguar, Panasonic. 
and Ciba-Geigy. 

The reasons are compelling 

Companies that locate in New Jersey 
have easy access to the greatest concen- 
tration of banking and financial resources in 
the world. 

Easy access to an integrated transpor- 
tation system that can put their products 





within overnight reach of 40% of the nation's Governor's Special Trade Representative and 


population Director, New Jersey Division of Interna- 
And easy access to a state government tional Trade. 744 Broad Street, Suite 1709, 
dedicated to fostering world trade Newark, NJ 07102. Telex: 178089-N]DIT 
New Jersey is also an ideal place to You'll learn why businesses from the 
live. Our international communities reflect tour corners of the earth put down roots 
the rich heritage of many countries. And in the Garden State. And flourish 


you'll also enjoy the many cultural. enter- 
tainment and recreational facilities for which New Jersey And You, 
New Jersey is famous 
To find out more about the advantages Perfect Together. § 
n 


of locating in this cosmopolitan state, phone homas H. Kean, Governo 
(201) 648-3518. Or write Mrs Ming Hsu Borden R. Putnam, Commissioner 


: r 
Veparument of Commerce & Economic Development 






- | By Charles Smith in Tokyo 

1. Anne the figures do not show it 
A yet, China is expected to be a major 
cT beneficiary of Japan's offshore man- 
: | ufacturing investment. China is emerg- 
| ingasthe second-biggest Asian destina- 
1 ton after Thailand for such funds, 
«| which are pouring out of Japan as a re- 
—1.sult of the steep rise in domestic-manu- 
| facturing costs caused by revaluation 

ofthe yen. 

Successful Japanese manufacturing 
ntures in China can still be counted on 
fingers of one hand, says Hiroshi 
anabe, a specialist in “China busi- 
ss” at Sanwa Bank whose experience 
dates back to 1971. But the flow of 
—| inquiries to the bank’s China section 
.] has tripled over the past year. In the 
next 12 months or so, this should mean a 
. rapid climb in the value of investments. 
Japan could possibly close the gap with 
the US to become China's second- 



















after the Overseas Chinese. 

The head of Nomura Securities Co.'s 
China department, Tetsuo Koyama, 
notes a tendency for Japanese com- 
panies with manufacturing bases in 
Taiwan and South Korea either to 
freeze the size of existing operations 
while opening new facilities in China or, 
in a few cases, actually to transfer pro- 
duction from the NICs to China. Nom- 
ura says it knows of at least one major 
electronics company which is planning 
to close a South Korean factory and 
open a similar plant in China. 

The China fever has struck Japanese 
manufacturers in the past six to nine 

| months. It reflects the increasingly high 
| costs of production in Taiwan (where 

the NT dollar has appreciated by. 39% 

against the US dollar over the past year) 

and Japanese fears of a wage explosion 
in South Korea, as the country's econo- 
| mic management loosens up under a 
| democratically elected president. 
| Thailand is still the single most popu- 
| lar alternative to the northeast Asian 
NICs, according to the banks and secu- 
.| rities companies which specialise in ad- 
vising Japanese companies on offshore 
production. But land speculation in 
Bankgok is said by some investors to be 
re eating the horrors of Tokyo's 1986- 
87 land "madness." This is tending to di- 
vert investment either to Indonesia, 
where red tape abounds, or to China, 
where repeated complaints from Japan 
. have led to the rules applicable to in- 
coming investment being rapidly re- 
laxed over the past two years. 
A shift from joint ventures, which 
are required to appoint a Chinese chief 
executive, to 100%-owned ventures, 
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largest source of foreign investment. 


age its own operations, 


which can be managed and run entirely 
by the foreign investor, is one change 
which has increased China's attrac- 
tiveness to Japanese manufacturing 
companies. According to 
Watanabe a ¥5 billion (US$38.5 mil- 
lion) investment by Mabuchi Motor to 
manufacture small electric motors 
will be one of the first investments to 
take full advantage of this de facto shift 
in China's investment rules. 

Mabuchi plans to employ 4,000 
workers to turn out 140 million micro- 
motors a year for export at a plant in the 
Dalian special development zone in 
northeast China. If the project had been 


a joint venture, Mabuchi would have | Japanese companies 
XINHLUA 


been allowed to sell 3096 
of its output in China. 
But. exporting presents 
relatively few problems, 
Watanabe says, when a 
company is free to man- 


which in practice also 
means freedom to import 
parts and components. 
By contrast a joint-ven- 
ture company, with an 
obligation to export 70% 
of its output using Chi- 
nese materials and com- 
ponents, can find the tar- 
get very hard to reach. 
At the Shenzhen Spe- 
cial Economic Zone 
near Hongkong, where |i 
Japanese electronics | 
makers are tending to- 
congregate, the rules 
seem to be even more 
flexible. Kunimasa Mi- 
yakoshi, president of 
Crown Corp., a medium-sized electro- 
nics maker, expects to have full man- 


flexible. 


| agement freedom, as well as the right to 
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| sell in China's domestic market, after he 


begins operations in June at a plant 
making consumer-electronics products. 
This is despite the fact that his project 
will be a joint venture, with 10% of the 
stock held by a C hinese partner. 


C Shenzhen plant will be built 
on a 200,000-m2 site, which will be 
held by the company on a 50-year lease — 
much longer than the periods specified 
in earlier joint-venture manufacturing 
contracts. It will be able to import com- 
ponents duty-free from Taiwan, where 
Crown established a small production 
venture two years ago. But Miyakoshi 
expects to build up local self-sufficiency 
in many parts and components as time 
progresses. This will be achieved by "in- 
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| Japan. In Mabuchi's ca 


| in five coastal c 










































vitin g” up to 20 Japanese compan 
cluding a subsidiary of a major steel 
maker) to set up shop aoe 
Crown’s Shenzhen assembly plant. 
Japanese companies that appear 
keenest to move to China are those, like 
Mabuchi and Crown, which already do 
most of their manufacturing outside 
90% of pro- 
i E has re- 










duction is overseas, | 
duced its Japane 
40% to 10% of t 
revaluation of t 
Companies 
manufacturing 


manager of the 
Itoh and Co., 


)perate as freely 
as in similar zones estab- 
lished by the Asian 
|. NICs. 

The Zhao announce- 
ment reflects a recogni- 
tion that China has to 
act fast to attract its =| 
share of the flood of in- 
vestment pouring out of. 
Japan in the wake of | 
yen revaluation, Nomura || 

argues. Failure to act 
| now could result in the 
| country being left out of 
| the emerging regional 
| pattern of horizontally 
integrated production. 

The growth of Japan- 

ese investment interest 
in China has led to a 
minor boom in "China 
advice,” with Japan's 
big-four securities com- 
panies and at least three 
| major banks (Sanwa, 
Industrial Bank of 
Japan and the Bank of Tokyo) compet- 
ing to pass on their expertise to manu- 
facturers. Nomura's Koyama boasts 
that his company's first-hand experi- | 
ence in China, where it has invested | 
in a five-star hotel in Shanghai and | 
a Peking office building, makes it spe- 
cially qualified to teach newcomers the 
ropes. But at Nomura, as elsewhere, ad- 
vice to would-be investors is still offered . 
free. 
Nomura says it wants to “contribute - 
to the growth of China" — with a view 
to benefiting in the far-off time when 
China will be able to maker fuller use of 
its other investment services. At least 
part of the function of Nomura and 
other specialists has been to channel 
back to China the host of complaints 
from Japanese companies about the old 
restrictions on incoming manufacturing | 
investment. oo 
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largest 
|donor in budgetary 
|terms in the coming 
Government 
[spending plans, now 
i A before the Diet, call 
for official development assistance 
(ODA) of 1.35 trillion in fiscal 1988 
(beginning on 1 April). At the current 
. exchange rate of around US$1: 130, 
- the aid budget is US$10.4 billion, al- 
most 2076 more than the US aid approp- 
riation for the year ending in Sep- 
tember. 

No mean achievement for a country 
which appeared on the other side of the 
aid equation as a borrower until little 
more than 20 years ago. To be sure, 
Japan started paying war reparations in 
1955 and joined the rich donor's club, 
the Development Assistance Committee 
(DAC), six years later. But until the 
mid- 1960s, Japan was the World Bank's 
second-largest borrower after India. 

Leadership by example is never 
enough. Cash helps too. The world is 
coming to accept Japan's status as the 
largest net creditor nation and domin- 
ant private banker. The aid figures pro- 
vide something new to contend with, 
because they confirm Japan's emer- 

gence in a formal, political sense as 
perhaps the leading participant in the 
debate between the world's rich and 
poor countries. For the Japanese, so an- 
xious to be accorded proper recognition 
within the club of industrialised coun- 
tries, the figures prove, if proof were 
needed, that they have "arrived." 













Is the biggest, but in relation to the size 


. less impressive. As a share of GNP, 
. Japan's aid spending ranks 14th out of 
the 18 members of DAC, at 0.2995 in 
1986. The group's average was 0.35% 
(the US came at the bottom with 0.23% 


do with Japan's emergence as the No. 1 


giver as long ago as 1968, and contended 
for second place with France for several 
years. 

More important than the decimal 
points is that the quality of Japanese aid 
is low. The programme gives away less 
and lends more to developing countries 
than most other donors, and makes 
| loans on tougher terms. While many 
| rich countries have moved away from 


So much for symbol. The reality is a | 
little different. True, Japan's aid budget | 


of the economy, the figures are rather | 


Of GNP). The rise in the yen has a lot to | 


donor. It was the fourth-biggest aid- | 


Japan, the world’s biggest aid donor, has di 


| 
| 
| 


| 
i 
| 
| 
| 
| 
| 
| 
| 
| 
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lending for big capital-intensive pro- 
jects, Japan’s aid is still heavily weight- 
ed in favour of infrastructure develop- 
ments which often benefit the better-off 
at the expense of the very poor. 

The problem of improving the qual- 
ity of its mercy is worsening because the 
quantity of aid has grown to the point 
where Japan has difficulty actually 
spending the money the government ap- 
propriates. The system for administer- 
ing the aid budget cannot cope. It is 
understaffed and suffers from bureau- 
cratic rivalries. Ministerial aid objec- 
tives and the means to achieve them are 
often in conflict. Almost every impor- 
tant department becomes involved in 
the aid process and the procedures 
themselves have changed little from the 


IN 1986 


REVIEWDIAGRAMS by Andy Tang 


time when Japan was spending on aid a 
mere 176 of what it does today. No 
politician is prepared to give a lead. 
This would matter less if Jápan was 
not such an important donor, with even 
greater pretensions. Unlike the other 17 
members of DAC — all Christian, all at 
least espousing altruism — Japan places 
little emphasis on moral considerations 
in its aid policy. For the Japanese, it is a 
matter of survival. Their constitution 
outlaws the waging of war, so it cannot 
use military might to exert its influence 
abroad. Economic aid has to be a prime 


| method of winning foreign friends and 


Wary of generosity: page 69 _ 


fficulty spending the money 


Problems of plenty 
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: Japan's official aid policy, but conceded 


of trying to secure Japan's future. Half 
the imports of this resource-poor coun- 
try come from developing nations. 
Japan's stake in the Third World is 
growing faster than any other country. 
Its total net flow of resources, both pub- 
lic and private, to developing countries 
was US$14.8 billion in 1986 — 23% of 
all the money from DAC members, and 
well ahead of the US. Private flows from 
Japan alone soared to US$9.8 billion. 
The growth in ODA has extended the 
country's influence far and wide. It pro- 
vides development assistance to 134 na- 
tions and territories and is top donor to 
18 of them. About two-thirds of bilat- 
eral ODA to Asia comes from Japan. 
Pressure from outsiders on Japan to 
do more for the Third World is at least 
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Japan's Finance Ministry. i 


as strong as are the domestic forces. 
Many in the West have for years be- 
lieved Japan should shoulder more re- 
sponsibilities in line with its economic 
importance. And if it does not do more 
to improve the way it dishes out the 
alms, increasing numbers of people will 
believe that Japan's aid ambitions are 
little more than “window dressing." 










his view is understandable, but un- 

fair. All the aid bureaucrats the 
REVIEW talked to were aware of the dif- 
ficulties of living up to the new expecta- 
tions and were trying to find ways 
around the problems. Everybody out- 
side the government was very critical of 












that it was changing for the better — 
though not fast enough. 

The institutions have to keep up with 
an aid programme that has been ex- 














-panding rapidly for more than 10 
years. In 1978, then prime minister 
Takeo Fukuda promised at the Bonn 
summit of industrial nations to 
"double his country’s ODA by 1980. 
~Having achieved this, the govern- 
ment promised to double it again in 
the five years to 1985, and in Sep- 
tember of that year it announced its 
most ambitious target. Japan in- 
tended to spend a total of US$40 bil- 
lion between 1986 and 1992, and 
will make efforts" to double the 
amount of ODA in the final year 
compared with the sum spent in 
“| 1985. 
< . In fact, the aid budget has risen 
-| from ¥840 billion in fiscal 1980 to a 


request for ¥1.35 trillion in fiscal 


| 1988, a remarkable achievement 


-] considering that government spend- 


-| ing asa whole has been frozen in real - 
terms for most of the period. De- 


| fence and aid are the only two areas 


tó have escaped the austerity. The 
trouble is that actual spending from 
the aid budget has not kept pace 
with the amounts earmarked for the 
purpose. 
The government does not provide 
figures for net disbursements, but the 
DAC does — by calendar years and in 
terms of 1985 US dollars. This shows 
that aid spending in the five years to 
1986 grew by 3.476 annually, while the 
aid budget rose by 9.876 a year. 
The DAC only looks at actual spend- 
ing and removes the effect of the rise in 
the yen against the US dollar by anchor- 
ing the figures to their average 1985 
level of US$1:¥239, so it masks the 
dramatic dollar-based rise in ODA 
commitments since the yen began to 
rise in September 1985. By DAC’s 
yardstick, aid spending by Japan total- 
led US$5.6 billion in 1986 (15% of all 
ODA), still a long way behind that of 
the US which disbursed US$9.6 billion. 
Japanese officials reckon the coun- 
try’s net disbursements rose to about 
US$7 billion last year. They have there- 
fore brought forward to fiscal 1990 the 
date by which they intend to reach the 
target of doubling 1985 disbursements. 
By then, they would need to spend 
US$7.6 billion, which should be 
easy to achieve. The other goal 
| — of spending US$40 billion in 
| 1986-02 — will be harder to 
| reach, and has not been brought 
i forward. 
One way of breaking the 
. Spending logjam has been to try 
| to circumvent it. The scheme to 
. recycle US$30 billion of Japan's 
| current-account surplus in the 
| three years ending in mid-1990 is 
intended to be rapidly disbursed 
mainly through multilateral 
| agencies like the World Bank 
| and through co-financing ar- 
| rangements. As of the end of 
| January, US$14.24 billion was 
i| committed and the programme 
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has been so successful, says Koji Ka- 
shiwaya, deputy director-general of 
the Finance Ministry's international fi- 
nance bureau, that the recycling tar- 
get could be increased to US$40 bil- 
lion. 

Many say that Japan could afford to 
recycle a lot more than this, and on 
easier repayment terms, too. Much of 
the capital-export programme does not 
qualify to be counted as ODA. Others 
argue that Japan has tended to lose sight 
of the need to improve the quality of its 
assistance. For one thing, the grant ele- 
ment as a proportion of development 
assistance is far and away the lowest in 
the DAC: 78%. Fourteen members of 
the group (including the US) had ratios 
of at least 96%. 


a ien says it is keen to raise this 
ratio, but does not say by how much 
exactly nor when it hopes to achieve it. 
One reason is that 6576 of its bilateral 
aid goes to Asia and much of that is 
spent in middle-income countries such 
as those in Asean (receiving 24% in 
1986), which do not qualify for grant 


assistance. In the past. 70' 
pan's ODA was disbursed in As 
with the Middle East, Africa 
and Latin America receiving 10% 
each. 
Foreign Ministry officials say 
that if Asian economies continue to 
outperform the rest of the develop- 
ing world, the Asian share could fall 
to 60% before long and Africa's 
could rise to 20%, thereby raising. 
the grant element. China is likely to 
continue to receive the most aid for 
many more years. The Philippines, | 
to which aid has grown fastest, will | 
remain in second place for some | 
time. [T 
The Ministry of International 
Trade and Industry (Miti) says that 
the reduction of the rate of interest 
charged on concessional yen loans is 
the highest In for improving 
the quality of Japan'said. The Over- 
seas Economic Cooperation Fund 
(OECF), Japan's chief soft-loan 
agency, is the country's only ODA 
lender and mostly charges 3% over 
30-year terms with a 10-year grace pe- 
riod (the long-term prime rate is cur- 
rently 5.5%). Lower interest rates, 
though, do not help much when the yen 
is soaring. The Indonesian rupiah, for 
example, has fallen by 65% against the 
yen since mid-1985 and few seem to 
think the yen will weaken against other 
currencies in the foreseeable future. 
Japan has no solution to this, though the 
Finance Ministry is trying to find out 
how central banks in such countries as 
Indonesia reduce their foreign-ex- 
change risks. 

Japanese aid is “hard” in another 
sense. It is far and away the largest 
donor for such capital projects as dams 


| and power stations. Spending on these 


comprises 37% of total aid, more than 


_ double the average of donor countries. 


Technical cooperation is growing but 
was only 14% of bilateral ODA in 1984- 
85. Japan is still heavily involved in pro- 
ject lending (84% of all ODA loans in 
fiscal 1985), at a time when the rest of 
the aid-giving community is moving 
away from this form of assistance to- — 
wards what are called sectoral and pro- 
gramme loans. These latter | 
loans are where the money is | 
used for general economic re- - 
structuring. | | 
Japan is reluctant to engage 
in the sort of “policy dialogues" | 
such loans entail. It stirs up | 


memories in Asia of World War | 


H, and Japanese officials any- 
way prefer to leave the Third 
World to work out their own 
development policies. The | 
OECF and other aid agencies 

will only undertake aid projects 
which are requested by the reci- 
pient, but this is often a conve- 
nient fiction. Japanese business- 
es, particularly trading. com- 
panies, know more about what is 








going on in some developing countries | AY 
than many host governments do. It is | 


these companies which frequently 
suggest projects to the recipient govern- 


ment which can then make formal re- | 


quests to Tokyo for help. 
This does not mean that Japanese 


—. | trade is more tightly tied to aid than 
| other donor country's. For what little 
~~ | the statistics are worth, about 70% of 

| Japan's ODA is completely untied, well 


above average for the DAC group. Dip- 
lomats in Tokyo say that about 0% of 
the money is ultimately spent on 
Japanese goods and services, but aid 
specialists suggest that all donor coun- 
tries promote trade to a similar ex- 
tent. 

In the 1960s and early 1970s, Miti 
used Japan's aid programme as part 
of its export drive, but times have 


: changed. The US$30 billion recycl- 


ing plan is completely untied, as 
is almost all the US$500 million non- 
project grant aid extended to sub- 
Saharan Africa over three years to mid- 
1990. 

As one might expect, Japanese 
consultants have tailored feasibility 
studies and surveys to specifications 
which suit Japanese construction firms. 
Now both consultants and builders 
are being squeezed by the high yen. 
Firms from Japan won only 1% of con- 
tracts tendered by the World Bank in 
1986. R) 














































mar ir aid effort 


Japanese develop- 
ment assistance is 
gradually becoming 
softer. Loan terms are 
improving, big capital 
[projects are em- 
hasised less and aid 

= ES is not as closely tied to 
trade as it er to be. But progress is 
painfully slow and is not keeping up 
with the rate of growth of the aid 
budget. Why is this so? For one thing, it 
has a lot to do with the way the aid pro- 
gramme is financed. 

Less than half of Japan s ODA 
budget is paid for directly by taxpayers 
through what is called the general ac- 
count. In fiscal 1988, this will finance 

47% of aid. Much of the rest is paid for 
by national bonds and by the fiscal in- 
vestment and loan programme (FILP). 
The aid account must pay the money 
back at market-related rates of interest. 

In the case of the OECF, it charges a 
lower interest rate to its developing- 
country borrowers than it has to pay on 
the money it receives from the FILP. 
The difference between the two is fi- 
nanced from the government's general 





account in the form of a subsidy. The 


linisterial rivalries 


deficit arising from the difference be- 
tween the average cost of funds and 
what it receives from its loans has widen- 
ed from ¥8.8 billion in fiscal 1981 to 
333.9 billion in 1985. Since then it has 
plateaued. The point is that the rate 
OECF charges its borrowers depends 
on how much the government is pre- 
pared to subsidise its operations. 

For government, read Finance 
Ministry. Its over-riding objective is to 
phase out deficit-covering bonds by fis- 
cal 1990 and this has kept a lid on the 
share of the ODA budget financed from 
the general account. It has also pre- 
vented aid agencies from expanding the 
number of staff they employ in line with 
their spending. In 1985, there were 
1,449 people working in JICA, OECF 
and in the aid section of the Foreign 
Ministry, only 11% more than 10 years 
earlier. Spending on aid has quadrupled 
during that time. 

The OECF's staff employed over- 
seas has rd in the past 10 years — 
to 33 people. Five of these are in Thai- 
land. The US Agency for International 
Development (USAID) has 40 profes- 
sionals in Thailand administering a pro- 
gramme a quarter the size of Japan’s. 

Little wonder then that OECF says 


- -..]its chief problem is a dearth of worth- 
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on of Japan's US$30 billion pro- 
imme, compared with only US$3 
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while projects to finance, or that aid of- 
ficials seem to be dependent on others 


. —..] (such as private business) for finding 
Por -| good schemes to assist. One solution is 

Gross. disbursements rose by 14% i in 
alendar 1987. The fund is under the uS 
-1 expertise to fill in the gaps. 


to coordinate its aid programmes with 
those which have the manpower or the 


This is already happening with 


Saharan Africa, an area in which it has 
little expertise. Britain's Crown Agents 
is helping it in Zambia and Tanzania 
and the United Nations Development 
Programme is doing the same else- 
where. Cooperation outside Africa is 
less good. USAID would dearly like to 
work more closely with Japan in Asia, 


sistance east of India was only US$188 


| million in 1985. But progress is slow. 


The Philippines should be the crucial 


E place in which the US and Japan work 
-j together on aid, but there were no for- 


mal consultations with the Americans, 
for example, on the 14th package of yen 
loans agreed between Tokyo and Man- 
ila last December. Cooperation on aid 
for land reform has made no progress, 
partly because the Philippine aid admini- 
stration is in a mess. 

At home, the Japanese Government 
decided in April 1985 to provide more 


^| help for the country's 220 voluntary aid 
3 | organisations, but again things are im- 

- = Migal Holloway i 
5] workers say. Bureaucrats in Tokyo are 


proving at a snail’s pace, volunteer 
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 Manila's cultural centre; a city slum: aid funds diverted to showpiece projects. 
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simply not accustomed to this form of 
cooperation and many non-governmen- 
tal organisations are wary of losing their 
independence. 

Given the difficulty in ensuring all 
Japan's aid money is wisely spent, it is a 
little surprising there have been so few 
cases of fraud and mismanagement — 
or at least instances that have come to 
light. JICA reorganised itself after two 
officials in the agency were arrested in 
1986 on charges that they accepted 
bribes from contractors which obtained 
work in Morocco, the Philippines and 
China. 


E a rare spasm of interest in aid issues, 
the Diet created a special investigative 
committee to examine allegations that 
President Ferdinand Marcos of the 
Philippines raked off large sums of Ja- 
panese aid before he lost power in Feb- 
ruary 1986. On the first day of hearings, 
Kosuke Ito, a Diet member, called for a 
government audit of all future Japanese 
aid contracts, but the Foreign Ministry 
rejected the proposal as it stood and the 
allegations failed to stick. 

With so much money administered 
by so few people, the likelihood of fu- 
ture scandals must grow. Japan does not 
have a wide-ranging law governing 
foreign aid, though some politicians 
have tried in vain to push through such 
legislation in the teeth of opposition 
from the bureaucrats. They hate the 
idea of parliamentary interference in an 
area that is their near-exclusive pre- 
serve. Officials have enough trouble 
fighting off incursions from other minis- 
tries, 

Bureaucratic rivalries are the bane of 
Japan's aid effort. The problem is more 
acute than in other countries because of 
the lack of a sharply defined aid 
philosophy and it is growing as the 
ODA budget expands. Although JICA 
is nominally under the control of the 
Foreign Ministry, "parachute staff" 
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from six other ministries manage 11 of 
the 18 departments in the agency. 

OECF is under the supervision of the 
Economic Planning Agency, but the 
three most important aid ministries — 
trade and industry, finance and foreign 
affairs — effectively decide on the 
fund's loan policy. When a suitable pro- 
ject has been found and shown to be 
feasible, the Foreign Ministry will set 
the terms and conditions which are then 
reviewed by the other three depart- 
ments. The cumbersome procedures for 
the approval of aid projects slow things 
down still further. 

Of the three leading actors, Miti has 
lost influence now that the ties between 
aid and trade have been loosened. It 
takes a pretty hard-nosed approach to 
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ODA, stressing that foreign direct in- 
vestment is usually the most effective 
way for Japan to help developing coun- 
tries. In this respect, it has an ally in the 
shape of the Finance Ministry, by farthe 
most powerful cog in the whole govern- 
ment machine. A top official said: "Aid 
has a very limited role to play, because 
money is not the key element for selt- 
sustaining growth. The most important 
thing is for a country to have good peo- 
ple and good government." 

The Foreign Ministry is the most im- 
portant generator of ideas on aid and its 
power has grown since the government 
officially decided to increase the share 
of aid taken by grants, which are under 
the Foreign Ministry's purview. It leads 
the drive to improve the quality of 
ODA. But it has not been able to tie 





Japan to a formal ta O Sf 
tain percentage. P. on. develop- 
ment assistance because of opposition 
from the Finance Ministry. The Foreign 
Ministry has also been hampered by the 
inability of the existing aid institutions 
to cope with the demands placed upon 
it. | 

The recycling idea, which largely 
originated with former prime minister 
Yasuhiro Nakasone, has given a great 
deal of influence to the international fi- 
nance bureau of the Finance Ministry. It 
has turned Japan's Export-Import Bank 
into one of the world's leading institu- 
tions for recycling capital surpluses. The 
bank is a creature ofthe Finance Minis- 
try. Miti's own brainchild, the New 
Asian Industries Development Plan. 
announced by the minister, Hajime 
Tamura, in Jakarta in January 1987, had 
nothing to do with the bureaucrats at 
foreign affairs. The plan has now taken 
on a life of its own, with projects agreed 
upon in Thailand and Malaysia. 

Little wonder that Japan fails to 
speak with one voice on aid. Officials 
cannot even agree on the amount of 








' money their country intends to recycle 


— the Finance Ministry says US$30 bil- 
lion and Miti suggests US$20 billion. 
Perhaps the simplest way to find where 
power over ODA resides is to look at 
how the money is divided between de- 
partments. In fiscal 1986, the Foreign 
Ministry spent 49% of the ODA general 
account budget, the Finance Ministry 
40% , with the rest divided among five 
ministries. 


T logical way to make aid-giving 
more efficient would be to create an 
entirely new department or even a minis- 
try in charge of development assistance, 
combining all the agencies and officials 
engaged in giving money to the Third 
World. But this is Japan. Aid special- 
ists inside and outside CREE an 
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n horror at the sort of bureaucratic 
e royal such a reform would entail. 
he best that can be hoped for is proba- 
the piecemeal administrative im- 
rovements that have already begun, 
“| largely as a result of a report in De- 
-[. cember 1985 by an advisory committee 
j appointed by the Foreign Ministry. 

It is quite another matter as to whe- 
ther the changes will be enough to carry 
Japan through to the next decade let 
alone the 21st century. In the absence of 
a thorough reorganisation it would help 
greatly if everybody could agree on 
what it is they are trying to achieve with 

| Japans ODA. Its philosophy is too 
. |. vague to make up for the lack of a guid- 
| ing hand. In theory, the most obvious 
. remedy is to bring aid into the political 
‘domain where it can be debated openly 
=p and a more sharply defined consensus 
| forged. The Diet has the constitutional 
^| role of scrutinising the aid budget, a job 
| itperforms fitfully. 
j| There are a few signs that politicians 
are starting to take a more active in- 
terest in foreign aid. One such forum for 
them is the special committee for exter- 
nal economic assistance, which is part of 
the ruling Liberal Democratic Party's 
pend affairs research council. But the 
iet's influence is almost nil. 

This means that much of the pressure 
on Japan to improve its aid programme 
will have to continue to come from 
abroad. Partly because of their wartime 
history, the Japanese are reluctant to as- 

sert themselves in international gather- 
ings and in aid agencies. The World 
Bank was most anxious last year to ap- 
p Toyoo Gyhoten, a top Finance 

inistry official, as one of the bank's 
four senior vice-presidents. But Tokyo 
said they could not afford to let him go. 
There are only 63 Japanese staff at the 
bank out of more than 3,590 and the 
most senior is one of 15 vice-presidents. 

Although Japan is the biggest lender 
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Thailand remains wary of 
Japan Inc.’s generosity 


By Paul Handley in Bangkok 


] o5 npon complaints that Japan- 
ese aid to Thailand benefits Japan- 
ese business first and Thailand second 
were revived in 1987 by two incidents. 

In the first, the South Korean group 
Hyundai, the lowest bidder on an 
OECF construction project on Thai- 
land's eastern seaboard, was disquali- 
fied on a technicality. The contract was 
awarded to the second-lowest bidder, a 
Thai company with Japanese part- 
ners. 

The second was more damaging. A 
row over the lack of Thai consultants 
and contractors involved in building a 
modest historical-study centre at the an- 
cient Thai capital of Ayutthaya prompt- 
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to the World Bank, it has only 5.5296 of 


the voting strength, less than a third of | foreign view of Japan asa remorselessly - 


that of the US. The picture can be dupli- 
cated in many other institutions, though 
it is changing as more Japanese feel con- 
fident of speaking in foreign languages. 
Hiroshi Nakajima was appointed direc- 
tor-general of the World Health Or- 
ganisation in January last year, the first 
Japanese to lead a UN agency. Yoshio 
Terasawa, an executive vice-president 
at Nomura Securities, is expected to run 
a proposed World Bank affiliate called 
the Multilateral Investment Guarantee 
Agency, which will insure certain com- 
mercial risks in the Third World. 


J sertive overseas if it was clear coun- 
tries like the US wanted it to do more in 
that way. The government has boosted 
aid to strategically important nations like 
Egypt, Pakistan and Turkey largely at 
the request of the US. But there is a 
limit to how far the US wants the Ja- 
panese to go. Many congressmen and 
others think that more aid from Japan 
simply expands that country’s trade, 
and the US has not been very anxious to 
see a rise in Japan's voting share at the 
World Bank. The US Senate called on 
Japan last September to increase its 
ODA spending to 3% of GNP by 1992, 
but even then the signal was unclear, be- 
cause the final resolution combined aid 
and military spending 
in the 3% target. 

In stark contrast 
to the US and many 
others suffering from 
"aid fatigue," Japan's 
programme has do- 
mestic public opinion 
on its side. Or, to be 
more accurate, there 
is very little opposi- 
tion at home to its 
aid plans. Progressives 














ed Japan's then-prime 
minister Yasuhiro 
Nakasone to cancel 
his scheduled inaugu- 
ration of the JICA- 
funded project. 

The incidents effectively thwarted 
recent Japanese efforts to cast its aid 
projects in a more positive light. Only 
three years ago, Japan came under fire 
for pushing a large OECF-funded fer- 
tiliser plant which most studies said was 
not commercially viable. 

Japan, however, can point to the 
foreign-investment rush in 1987 to show 
the benefits its support of major capital- 
intensive infrastructure projects has 


| 
: 
| 
| 
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apan would probably be more as- | 






Bangkok construction site: the Japanese connection. 


An Annta aiaiai i anaandaa airia A P Aana ATA A H I BASADO A BEANA Ht A S Pret be RA Wt ett i i AE —— 


| 
| 
| 


e ———ÓÓá€ A Tran pra dn hare mre 





| the current 









believe aid counteracts the comi 


selfish entity and those at the other ex- 
treme know that omiage gaiko (gift dip- 
lomacy) has never exactly harmed the 
country's economic interests. 

Government-financed opinion polls 
taken annually between 1982 and 1985 
show 77-80% of respondents in favour 
of the same amount (or higher sums) of 
Japanese aid. In the view of one aid offi- | 
cial, the idea of helping others is derived — 
from a logical assessment of self-interest 
rather than a moral or emotional well- 
spring. This is not necessarily a bad 
thing. If more scandals emerge in fu- 
ture, they may not harm the aid consen- 
sus as much as if abuses occurred in 
countries where donor policies are fired 
by missionary zeal, - 

Some people have made much of the 
fact that Christian charity has never 
taken deep root in n. True, Buddh- 
ism stresses helping others, but it is rare 
to hear the sound of collection tins being 
rattled for charity in Tokyo. Michio Ito. 
who runs one of the country's main vol- ~ 
untary organisations, says that the tradi- 
tion of helping others is very strong in- 
side groups with which individuals 
closely identify, such as within the vil- 
lage or the company. It is very difficult. | 
for Japanese to feel the same way about . 
people outside their own group. 

— Nigel Holloway 
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brought Thailand's business environ- 
ment. So far the OECF has commit- 


i ted about ¥640 billion in soft loans for 


Thai dams, highways, ports and a major - 
airport expansion. OECF terms are the 
most competitive and the Japanese ap- 
pear willing to keep them that way. 5o 


| even though the Thai Government pre- 


fers to diversify foreign project funding, 
80.9 bilion OECF loan 
accounts for the lion's share of the coun- 
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counter-balance Tokyo. 

Since the saga of the still-born fer- 
tiliser plant, Thailand has relied more 
on its own judgment to select projects. It 
now presents Japan’s donor organisa- 
tions with a limited short-list of options. 
The aim is to prevent the Japanese from 
focusing on projects that would prima- 
rily benefit Japanese contractors. 

With JICA’s strictly tied grant-aid 
projects, Thailand hopes more or less to 
dictate the nature of the projects. It also 
wants the companies involved to be 
Thai-Japanese joint ventures. The Ayut- 
thaya project, however, shows that 
Bangkok's moves in this direction may 
not be entirely successful. 


he OECF, which offers mainly un- 
tied aid, has sought to avoid being 


six most recent projects, four were 
awarded to Thai contractors in joint 
ventures with Japanese firms, one to a 
Chinese group and a sixth to a British 
company, says Yasutami Shimomura, 
chief representative of the OECF in 
Bangkok. “This is clear evidence that 
the door is really open," he adds. 

But with Japanese-backed firms 
dominating the construction industry, 
local contractors insist that the Japanese 
have used OECF funding to establish à 
base in Thailand. They claim that Ja- 
panese firms, through their shopfront 
partners, are taking on as many projects 
as possible. 

Critics also point out that the 
Chinese firm which won the OECF dam 
project in northern Thailand is depen- 
dent on Japanese subcontractors. And, 
| with JICA still getting a large part of the 
=ef consulting work generated from OECF 
-| projects, the OECF is still open to com- 
= | plaints that by design the projects 

1 favour Japanese bidders. 

But aid officials from other donor or- 
ganisations report the beginnings of 
a constructive change in Japan's ap- 
| proach. The Japanese are now trying to 

.assess a country's needs, instead of 
 blindly dumping cash into government 
. projects, and develop better project 
management. 

—  ]n another response to criticism, 
. Japan has linked up with a World Bank 
programme. The World Bank is funding 
| an appraisal of Thailand's highway- 

. development plans, and OECF plans to 
fund certain individual road pro- 
jects. | 

The expansion of two-step loans has 
< been another major change in tack. To 
get funding to small private-sector bor- 
. rowers, OECF is supplying soft credits 
- to the Industrial Finance Corp. of Thai- 
land, which targets borrowers and ad- 

ministers loans. Since 1986, ¥9 bil- 









the government is aware of the need to 
preserve room for other donors to 


branded an arm of Japan Inc. Of its | 











blocks cash pipeline 


By James Clad in Manila 


A steady stream of Ja- 
panese officials has 
passed through Man- 
ila in recent weeks, all 
aiming to get more 
and better aid flows 
through an under- 

mi performing Philip- 
pine bureaucracy (REVIEW, 4 Feb.). 
Their hopes for faster disbursement 
could collide, however, with Philippine 
efforts to monitor aid spending more 
carefully. 

Tokyo's pledged aid (grants and con- 
| cessional loans) rose 82% after Presi- 
dent Corazon Aquino’s government 
took over in 1986. Pledges rose again 
last vear. Sixteen aid projects, costed at 
* 50.2 billion, now await completion, 
while existing commodity loans from 
Tokyo (often used to buy petroleum) 
now stand at ¥30 billion. The last yen 
loan package, in November, amounted 
to ¥80.2 billion — a 6276 increase over 
the previous ven loan. 

Òn a net disbursement basis, the 
Philippines has become Japan’s second- 
largest aid recipient in the past two 
years (behind China). But too much 
of this money remains unused, stuck 
in the bureaucratic pipeline. Given that 
Japanese Prime Minister Noboru 
Takeshita’s recently announced US$2 
billion Asean-Japan Development 
Fund seems partly earmarked for Man- 
ila (REVIEW, 31 Dec. '87), it has be- 
come even more imperative to improv 
local use of Japan's swelling largesse. 

The question is, will it be spent sensi- 
bly? Past aid shows a mixed record. 
A legacy of corruption and poorly 
thought-out projects hangs over many 
of Japan's earlier aid programmes here. 
Controversies over corrupt induce- 
ments for Philippine projects became a 
domestic issue in Japan after former 
president Ferdinand Marcos' downfall. 

Apart from project pay-offs (which 
Kyodo newsagency in January claimed 
have worsened since Marcos), the Japan- 
ese also financed showpiece or poorly 
conceived projects, often at the whim of 
the presidential palace. 

These embarrassments undercut 
achievements elsewhere, such as in irri- 
gation and agriculture. They and their 
corrupt legacy were discussed during 
Aquino’s visit to Tokyo in November 
1986 when she won pledges of new aid 
well above the level given to her pre- 
| decessor. —— 

Former foreign minister Saburo 
Okita's study mission visited the 
Philippines in 1986, six months before 
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In 1987, Tokyo also tinkered with the 
shape of its programme, lifting the com- 
modity-loan portion from a third to 
two-thirds in response to Philippine re- 
quests. In common with other yen-loan 
recipients, repayment terms for Man- 
ila’s most recent loan package have been 
changed to offset the yen’s apprecia- 
tion. The interest rate has been cut — by 
half a pee ee aes to 3% — andthe 
repayment period has been extended — 
by five years to 30 years. 

Some innovative ideas are being 
explored. A private Japanese group re- 
ceiving government money may give 
grant aid to an American non- 
governmental organisation (NGO). 


| 
ning within a bigger overall allocation. 
| 


Another Japanese NGO, the Japan 
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l MUS a BEVIEWDIAGHAM by Andy Tang 
Overseas Foster Parents Association, 
has decided to help Roman Catholic 
missionaries in Cotabato, Mindanao. 

The problem is, these programmes 
use comparatively little money. Infra- 
structural improvement or rehabilita- 
tion is badly needed, and companies 
compete ferociously for these contracts. 
At the policy level, Tokyo has opted 
to try a mix of capital grants and 
technological assistance. One example 
is an export-training centre to increase 
Philippine exports to Japan. Some 
moves are also being made to ensure 
that non-Japanese companies will be 
able to bid in future for supply contracts 
linked to a school-building programme. 
But the legacy of bad habits tied to Ja- 
panese procurement could take years to 
fade away. 





‘lion has been extended to the pro- | Aquino's Tokyo visit. It recommended 
. gramme. g | a less “reactive” approach to aid plan- 
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Asia is home to more than half of mankind. Every day, 
events are happening here that not only shape the re- 
gion's future but affect the entire world. The Asia 1988 
Yearbook does more than cover these events — it com- 
piles, analyses and interprets them. No businessman 
can afford to ignore them. Nor can any professional or 
scholar or anyone who has dealings with Asia. Decide 
for yourself whether any other single medium puts the 
economic, social and political realities of Asia at your 
fingertips as does the Asia Yearbook. 


Now In Its 29th Edition 

The Asia 1988 Yearbook, now in its 29th year, is bigger 
and more comprehensive than ever before. Matching 
the rapid pace of Asian development, it goes into great- 
er detail, with greater insight — a book which everyone 
who needs to know about Asia must have on the book- 
shelf. 
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The Asia 1988 Yearbook offers completely revised 
chapters — covering another historic year in Asia, and 
analysing US involvement in the region and you will also 
find familiar chapters and features as well: a portrait of 
The Entire Region, The Power Game, Population & 
Food, Development Banks, Asian Finance, Asian In- 
vestment, Commodities, Energy, Aviation, Shipping, 
Fishing, Trade & Aid, the Pacific, Asian & Pacific Or- 
ganisations, a round-up of the year's news stories, and 
much more. 


As in the past, the Asia 1988 Yearbook has an abun- 
dance of charts, tables and graphics to illustrate the 
material, including a full military profile of each regional 
country. 


The main body of the book contains chapters on 31 
countries, ranging from Afghanistan to Japan, from 
China to New Zealand. 


Country-by-Country Analysis 

Each country is discussed with up-to-date reviews of its 
Politics and Social Affairs, Foreign Relations, Economy 
and Infrastructure, complete with a map and lists of 
leading public officials. The Asia 1988 Yearbook gives 
you localised, first-hand information on everything from 
market potential and population trends to foreign aid in- 
volvement and social and cultural landmarks. Each 
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country chapter has a Databox giving essential vital 
statistics. And there is also a statistical round-up com- 
piled against a master questionnaire provided by Year- 
book experts. 
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minus the myth. To give you Asia as only the Far East- 
ern Economic Heview can. 
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4.9 UPCOUNTRY Thailand has dis- 

^] covered a new game: Securities Ex- 

| change of Thailand (SET) index fu- 

.| tures. The singlet-and-flip-flop rural ty- 

.| coons find informal futures on the 

-| -skyrocketing index a better shot than 

g to make money in real share trad- 

last time they tried their hand 

rket — around the month to 19 

r last year — they took the brunt 

narket crash. Better now to bet 

1 the index will take its next dive. 

y might as well stay out of actual 

D -because the market could soon 
i become as dry as the Thai rice paddies. 

«| Having already tied up most blue-chip 

.] shares permitted for foreign registra- 

.j tion, foreign money, in the form of 

mutual funds, is about to sponge up 
scrip on the local board. The Thai Fund 
Inc., a US$100 million New York-listed 
vehicle, began investing in mid-Feb- 
ruary through the semi-governmental 
Mutual Fund, which means it can buy 

.| locally registered scrip. Soon to follow 
are the US$50 million Thai-Euro Fund, 
and the Japan-based Thai Growth 
Fund, also diningon local-board shares. 

The pressure on the foreign board in 
the current boom (the SET index hit 
373.5 on 1 March, compared with a 
post-crash low of 244) has already 
pushed top-notch counter Siam Cement 
to a near-2076 premium over its local- 
board quote. With only an estimated 
30% of listed shares actually available 
to the market, the injection of another 
US$200 million in mutual fund money 
could really drain the market of scrip, 
while putting share prices out of ration- 
al bounds. The upcountry game could 
then come to Bangkok. 
€ MAYBE last year's publicity efforts 
by the SET were too successful. 
Everyone is concerned about the effect 
of too much foreign money in the mar- 
ket. Could it dry up turnover? Does it 
mean that, despite claims that the Thai 
market is independent of overseas 
bourses, Bangkok is still subject to the 
whims of foreign investors? 

To meet the demand for scrip, the 
SET is desperately prodding companies 
to list, an uphill task as most Thai firms 
are reluctant to expose themselves to a 
possible takeover. They also do not like 
the idea of having to clean up their 
books for the public, which could mean 
paying more taxes. 

. . Nevertheless, SET president Maruey 
Phadoongsidhi says about 20 firms 
worth Baht 6 billion (US$237.2 million) 
in registered capital will list this year. 
Shroff found it hard to come up with 
nearly that many, and the tasty pickings 
were slim. 

e SET has targeted state enterprises to 
| shore up the market base for institu- 
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tional investors. No. 1 is flag carrier 
Thai International (THAI). For those 
licking their lips, forget it. THAT is busy 
fighting a battle with the Ministry of 
Communications over its expansion 
plans and over ultimate control of the 
company. Past that, the airline is just 
not interested, and will not be forced to 
the market, at least for a few years. 

Krung Thai Bank? The second- 
largest commercial bank, mostly state- 
owned, is an unlikely starter, still nurs- 
ing a wretched hangover of bad-debt 
ooblems from the past three years. 

More interesting are state-controlled 


refineries Bangchak Petroleum and 


Thai Oil. Both would have to convince 
the bureaucracy to change their hefty 
tax and profit-sharing ratios before they 
could list. Cash cows for their owners, 
both are especially important to the 
Petroleum Authority of Thailand 


(Performance of the Securities 
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(PTT). PTT is said to be reluctant to 
give them up, despite the refineries' 
own willingness to list. 

Bangchak apparently has not begun 
to sound out the market. Thai Oil has 
made inquiries about underwriting, but 
industry sources say a discouraging p/e 
of 20 is envisioned, nearly double the 
market average. Also discouraging is 
that Thai Oil saw its profit drop last year 
as oil prices went up: the company ts de- 
pendent on government adjustments on 
oil prices to boost its profitability. 

e THAT is the government sector. The 
good news is that one major private 
company, Thai Asahi Glass (TAG), a 
Japan-Thai joint venture, plans to list 
in a few months. By far the leader 
in its market, TAG is a model of what 
the SET would like — major manufac- 
turers with local market and export po- 
tential. TAG reports 1987 domestic 
sales of Baht 1.9 billion, and exports of 
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Footware, p 
group, is exp 
ortunately, | 
small to impre OMS o 
All three could prove winners with | 
investors; textile counters are running |. 
behind only the finance listings on the 
SET. Yet brokers are nervous about the 
textile sectors general performance |. 
after 1988. Massive investment last year |. 
points to future overcapacity. eee de 
Two more companies which | 
explored listing last year are possibly- 
non-starters again in 1988. Underwrit- 
ers advised the Central Plaza Hotel, for- 
merly the Hyatt Central Plaza, not to 
list last year due to its overhang of past 
financial problems. Ditto for Phoenix 
Pulp and Paper. If they do join the SET 
this year, it would be probable only on 
the second section, where foreigners 
might stray only when first section scrip 
dries up. | 
e FOREIGNERS would like to get a 
piece of Bangkok's also-booming prop- 
erty market through the SET. Appa- | 
rently, though, property concerns are | r 
| 











not interested, with the exception of 
Amarin Development. Amarin owns 
the pseudo-grecian Sogo department 
store and shopping centre building. 
Also, the prime office tower above it, 
and the rights to redevelop the Erawan 
Hotel site next door. Again, though, 
local brokers say it is small and that 
shareholders and underwriters will keep 
control of their shares. 

Other than that, there are a few 
mostly small finance firms, the best 
picks being Thai Financial Syndicate 
and Siam Industrial Credit. The Saha 
Pathana galaxy of mini-companies is ex- 
pected to be good for five or six listings. 

e WHILE the SET board is chasing 
down new counters, a government com- 
mittee has begun studying the forma- 
tion of a securities and exchange com- 
mission. To the dismay of SET mem- . 
bers, however, they are not represented — 
in the group. Shroff would think that, - 
with limited expertise all around in 
Bangkok on capital market develop- 
ment, all input would be appreciated. 
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Village pump-priming 


India's budget aims relief at the drought-hit countryside 


By Lincoin Kaye in Bombay 


S? generous was the 1988-89 Indian 
budget (for the year starting 1 
April) to the country’s villages, where 
80% of the population lives, that even 
before Finance Minister N. D. Tiwari 
had finished his speech, analysts were 
wondering whether the troubled gov- 
ernment of Prime Minister Rajiv Ġan- 
dhi planned to call snap elections. Gan- 
dhi has until December next year to call 
a general election. 

But relief to the hard-pressed, 
drought-stricken agricultural sector 
makes sense economically, as well as 
politically. Flagging farm incomes de- 
press demand for agricultural supplies 
and consumer goods, Commodity short- 
ages bid up prices not only of food, 


‘| but also of ey products such as textiles 


and paper, which depend on agricul- 
tural inputs. 

So it should have come as no surprise 
that the budget included such measures 
as a cut in crop-loan rates, lower prices 
and tax levies for fertilisers and farm 
tools, subsidised insurance, electrifica- 
tion, irrigation, housing and self-em- 
ployment schemes for rural areas. What 
worried industrialists, bankers, invest- 
ors and foreign-aid donors, however, 
was how cash-strapped India would pay 
for these relief measures. 

India’s revenue shortage looks all 
the more severe in the light of New 
Delhi’s open-ended military commitment 
to keeping the peace in neighbouring Sri 
Lanka and its mounting debt-service 


obligations. Government paper has 
proliferated over the past few years in 
domestic money markets, and the 
largest tranches of the country’s 5 bil- 
lion special drawing rights (SDRs, 
worth US$680.5 billion) IMF loan are 
now starting to fall due. Pay rises have 
also increased civil service expenditure 
by 26%. 

Businessmen hailed Tiwari’s budget 
speech not so much for what he said as 
for what he did not say. Corporate and 
personal income-tax rates were un- 
changed at 50% at the margin. But 
one-off, emergency drought surcharges 
ranging from 5-10% will remain in force 
for another year. 

Excise duty, a sort of output tax that 
varies from product to product, has 
been increased by 5% across a range of 
industries, from textile machinery to 
stainless steel utensils. Inheritance tax, 
abolished in 1985, was reintroduced 
under another name, but with only a 
token effect on actual revenue. 


O n the whole, Tiwari’s taxation pro- 
posals were not as harsh as observers 
had predicted in the pre-budget weeks. 
He even offered a few modest increases 
in the exemption limits on salary and di- 
vidend income to appease the restive 
middle class and boost savings. 

Despite the government’s restraint 
on taxation, it managed to contain the 
realised 1987-88 deficit to an estimated 
Rs 61 billion (US$4.7 billion), only 7% 
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a over what Gandhi had promised in 


his budget speech a year ago. The 
1988-89 deficit, however, was set at 
Rs 75 billion, an all-time high but 
still better than feared. 

To bring off this balancing act, 
New Delhi has resorted over the 
past couple of months to what one 
banker called "silent taxation" — 
steep increases in the prices of 
such items as steel and petrol 
which are sold by public-sector 
monopolies. This has become so 
routine in recent years that few 
eyebrows are raised anymore. The 
budget also relies on an increase 
of Rs 34 billion, or 1296, in cus- 
toms and excise duties to curb the 
deficit. 

Budgeted levels of capital re- 
ceipts from savings and deposits 
rose by nearly 50%, or Rs 20 bil- 
lion, over 1987-88. Tiwari unveiled 
several new schemes to mop up pub- 
lic funds, including enhanced in- 
terest rates on the Indira Vikas 
Patra bearer bonds and a new issue 
of bearer instruments aimed at 
rural savers. Non-Resident Indians, 
too, will be offered a new type of non- 
repatriable hard currency denominated 
seven-year bond at premium interest 
rates. 

The government risks falling into a 
home-made debt trap if it goes on fund- 
ing its current expenditures with capital 
receipts like this, according to former 
Planning Commission member N. T. 
Lakdawalla. Already, budgeted in- 
terest expenditure for 1988-89 has shot 
up to Rs 141 billion, a 3596 increase 
over last year's level. That makes it the 
largest single item of non-development 
expenditure, overtaking defence, which 
stands at a surprisingly — some would 
say unrealistically — modest Rs 130 bil- 
lion. 

Stockmarkets opened for a special 
session as Tiwari was reading his budget 
speech. As one rural-oriented populist 
measure after another flashed up on the 
electronic display screens over the 
Bombay trading floor, disappointed 
brokers started unloading shares. The 
stock exchange index shed nearly 15 
points in 90 minutes, punching through 
the 400-point level. 

But the frantic activity on the floor 
seemed to reflect the ritualistic sense of 
Occasion rather than genuine excite- 
ment. Actual trading volume was mo- 
derate as brokers waited for Tiwari to un- 
veil heavy taxes. When it became clear, 
in the last few minutes of trading, that 
the finance minister had nothing nasty 
up his sleeve, share prices bounced 
back. 

Broker Rafiq Dossani summed up 
the budget as "thoughtful," satisfying a 
wide range of constituencies. But P. K. 
Ghosh, president of the local affiliate 
of Colgate Palmolive, dismissed it as an 
"accounting exercise, without any long- 
range policy thrust." | 
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‘Bj utting the best face on a grim year, 
F the Finance Ministry’s pre-budget 
economic survey for 1987-88 (ending 
March) put GNP growth at 1-2%. But 
that is still better than the no-growth 
predictions of the World Bank and 


others in the wake of India’s worst | 


drought in nearly a century. 
n divus aig production for the year is 
:cted to fall 7-10% from the previ- 
ears 144 million tonnes. GNP 
wth has been salvaged, however, by 
10.296 increase in industrial output 
ed up over the first eight months 
: fiscal year. But the pace of indus- 
‘trial growth is expected to slacken to 
about 8.5% for 1987-88 as a whole once 
the drought translates into flagging de- 
mand. Nor is the growth evenly distri- 
‘buted across sectors: more detailed 
analysis shows that it is precariously 
concentrated in a few vulnerable indus- 
tries. 

Supply shortfalls in staple com- 
modities pushed up the consumer-price 
index by 9.6% over the first three quar- 
ters — more than the 7.8% recorded 















over the same period in 1986-87, but 
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and dries up | 


ing industrial output supports flagging growth rate 





| still better than in previous drought 


' years. The survey credits this relative | 
, price stability to the government's | 


| management of foodstocks and “re- 


| strained” fiscal and monetary poli- | 


| 
| cies, 
| 
i 


| tinued deficit spending, the survey 
warns, could “pose serious risk of infla- 


tion and [hamper] our ability to attain | 


ublic investment goals in real terms.” 

“o counter this threat, the survey calls 
for pruning wasteful programmes and 
public enterprises, dampening govern- 
ment wage increases and subsidies, im- 
plementing existing projects efficiently 
instead of launching new ones, and 
broadening the revenue base by plug- 
ging tax loopholes. 


ffonetary expansion (M-3) slowed 

to 14.5% in the first 10 months of 

the year, more than a percentage point 

| less than in the corresponding period of 
1986-87, mainly due to a deceleration in 
government borrowings from the cen- 
tral bank. The survey urged continued 

| caution in lending to avoid. excessive 


HK Law—an escape series 


Another Hongkong commercial crimes case falls apart 


By Philip Bowring in Hongkong 


Y in the never-ending tragi-comedy of 
Hongkong's attempts to prosecute suc- 
cessfully major cases of alleged com- 


mercial crime. On 29 February, the | 


former general manager of Hang Lung 
. Bank, which had to be rescued by the 
. government in 1983, was discharged 
` when the crown offered no evidence on 
, a charge of conspiracy to defraud in- 
volving US$124 million. 
^| . This shock decision, three years after 
. Lee Hoi-kwong was first charged and 
before the prosecution had commenced 
. its case, came after closed-door legal ar- 
gument about admissibility of evidence. 
|. Jtstirred further disquiet about vari- 
| ous aspects of criminal law enforce- 
. ment, or lack of it, in Hongkong. It 
|. came in the wake of: 
i » The bizarre denouement of the case 













| group, and the subsequent sharp criti- 
| cismof the conduct of the judge. 

|.» The absconding of former directors 
|. ofthe Ka Wah Bank (who shared a com- 
| mon corporate ancestry with the Hang 
| Lung group) who faced fraud charges 
|. relating of millions of dollars; 


et another act has been played out- 


| against those involved with the Carrian. 


» The government's agreement not to 
bring criminal charges against Singapo- 
rean property developer Robert Ng in 
return for partial settlement of civil 
debts of HK$1 billion (US$128.2 mil- 
lion) from futures trading losses. 

Lee was not only a director and 
shareholder of Hang Lung, the first 
of a series of banks which had to be 
rescued by the government at enormous 
cost to public funds. He had also been a 
director and shareholder of Dollar 
Credit, a deposit-taking company (DTC) 
which had gone bust the year before 
Hang Lung. 

Dollar Credit owed some HK$300 
million, mostly to other financial in- 
stitutions, but such were Lee's powers 
of persuasion that he was allowed by 
Hongkong's banking commissioner to 
go on running Hang Lung after the col- 
lapse of the DTC, despite the connec- 
tions between the two institutions. Lee 
used the time before Hang Lung's de- 
mise to make more big loans to com- 
panies in which its principals and their 
associates had interests, such as World- 
Wide Properties of which Lee himself 
was managing director. 
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But “secular pressures" for con- | 


| the. first uptrend 
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| But during the same px a 
creased by 13.5%, ne 
fast as in the first nine 


years. Foreign-aid 
by Rs 9 billion (to Rs 4 
interest payments of nea 
practically halved the t 
international assistance. | 
less, at Rs 24 billion it represented 
more than a 50% improvement over - 
1986-87. "PE c7 

The debt-service ratio climbed to |. 
nearly 24%. Hard-currency reserves | 
(including gold and special drawing | 


rights) stood at Rs 68.1 billion at the | 
start of February, providing less than ds 


four months' import cover. 
— Lincoln Kaye 


The charge against Lee was that he 
had conspired to conceal a dishonoured | 
cheque for US$124 million as part of a 
cheque-kiting scheme with Dollar Cred- 
it. This had been a major contributor to 
Hang Lung’s collapse. Alleged co-con- 
spirators had been Hang Lung manag- 
ing director Cheng Eng-kuan, Dollàr 
Credit chairman and chief executive 
Willie Yu, and a manager, Eddy Ko 
Kin-wah. 

Another participant in the scheme, 
businessman John Mao, pleaded guilty 
and was jailed for three years. In 
an agreed statement with the prosecu- 
tion, Mao had described the role of 
the Hang Lung and Overseas Trust 
Bank (to which Hang Lung was related 
and which also subsequently had to be 


rescued by the government) in negotiat- | | 


ing the kited cheques. The scheme re- | 
lied on the. Hongkong banks making | 
funds available during the time lag be- | 
tween the presentation and clearance of 
cheques in accounts around the world. 
The charge against Mao named 


Lee, Ko, Cheng and Yu as co-con- | : 
spirators. Ko was subsequently sen- |. 


tenced to four years’ jail for his part in - 
the Dollar Credit kiting scheme in 
which the prime mover had been al- |. 
leged to be Yu. So while two of the les- |. 


ser fry found themselves in jail, Lee's 7 
trial has been aborted on a technicality |. 





d Yu, are | 


somewhere overseas, still being sought, |. 
Ba ds 


and the other two big players in the bil- | 
lion dollar scam, Cheng and Yu, « | 


at least nominally, by the police. 









































. By Anthony Rowley in Geneva 

| C hina began on 23 February in 
^w Geneva what is almost certain to be 
. long and hard negotiations on its “read- 
mission" to the General Agreement on 
Tariffs and Trade (Gatt) after an absen- 
. ce of nearly 40 years. Gatt's 122 members, 
especially the US and EC, are anxious 
to ensure that they know just what sort 
of trading animal China is likely to be- 
come before it is readmitted to the fold. 

The major trading nations want to 
satisfy themselves that China's foreign- 
trade regime, including the basis on 
which domestic and export costs and 
prices are determined, is “transparent” 
enough to prevent any possible abuse of 
the international trading system. This 
could be crucial in areas such as textiles, 
. where the regulated trade allowed for 
under the Multi-Fibre Arrangement 
— to which China already belongs — is 
scheduled to give way gradually to 
something approaching free trade. 

All that Gatt members are clear 
about for now is that the China, which 
formally applied for full membership of 
the Gatt in July 1986, is a very different 
one from the China which the govern- 
ment of Gen. Chiang Kai-shek took into 
Gatt as a founding member in 1947 and 
then withdrew from membership in 
1950, after its flight to Taiwan. 

Since then, the Chinese economy has 
altered radically to a centrally planned 
one, albeit with a somewhat more lib- 
eral face these days. Gatt has already 
embraced other centrally planned 
economies, including all of the East 
European countries (except East Ger- 
many and Bulgaria) as members, but 
only with the initial caveat in most cases 
that members retain the right to impose 
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quantitative restrictions on imports 
from China. The EC still maintains such 
restrictions. 

China, though, wants membership 
without such caveats. It would like to 
enjoy the full privileges of trade, which 
in (frequently compromised) theory is 
subject only to minimal tariff restraints 
and not to quantitative restrictions and 
where “most favoured nation” treat- 
ment requires that all the Gatt members 
or “contracting parties” treat all other 


‘members equally. 


This would enable China to sweep 
away much of the web of bilateral-trade 


arrangements which it has entered into | 


with more than 90 countries and which, 
though similar to the Gatt regime, have 
to be renegotiated from time to time. 
Although China trades with some 170 
countries, 85% of its foreign trade is 
done with Gatt members. 


E its extensive bilateral arrange- 
ments.do not ensure full Gatt-like 
privileges for China at present. For in- 
stance, it does not enjoy certain trade 
preferences given by the US to other 
Gatt members and has to pay the full 
Depression-era Smoot Hawley import 
tariffs as a result. The EC's common ex- 
ternal tariff is generally lower than US 
tariffs, but the EC maintains quantitative 
restrictions against some Chinese imports. 

In his opening address to the Gatt 
working party on China, Shen Jueren, 
assistant minister for foreign economic 
relations and trade and head of the 20- 
man Chinese delegation in Geneva, 
stressed the importance which China at- 
taches to Gatt membership and to 
China's "participation in the multilat- 
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| 


i with its potential. 


eral trading system." Shen spoke of the 
_ “resumption of China's status as a Gatt 
member." China gained observer status at 


ontemplating a China trade-off | 


j Peking seeks readmission to Gatt after four decades 


ministerial meetings in 1982 and 1983. 

A Gatt official told the REVIEW, 
however, that, “even though the politi- 
cal will is there [to see China in member- 
ship], the US and the Europeans will 
negotiate very toughiy. The US line is 
that though the Chinese are seeking 
readmission, the process will be con- 
ducted as though it were a new acces- 
sion.” 

For the US, Douglas Newkirk, as- 
sistant US trade representative for Gatt 
affairs, noted that in previous acces- 
sions to the Gatt by “socialist, centrally 
planned, non-market economies the 
contracting parties have recognised the 
inability of such economies to respond 
to Gatt provisions by negotiating spe- 
cial commitment or insisting on lengthy 
provisional periods prior to acces- 
sion,” 

In China’s case, he noted, “these 
negotiations are predicated on the con- 
viction that China intends to alter the 
balance of market and non-market 
forces within its economy, giving price- 
based market forces a prominent role in 
the decisions driving trade.” The US 
view is that China’s ability to extend 
Gatt rights to other members “may be 
compromised by its centrally controlled 
economic and trade system.” 

The REVIEW understands that the 
300-page document submitted by China 
in Geneva failed to answer many ques- 
tions fully to the satisfaction of the 
working party on China’s membership, 
which is chaired by Swiss ambassador to 
Gatt Pierre-Louis Girard. The Chinese 
negotiators can expect a long and 
searching examination on its trade and 
foreign-exchange regime, import and 
export prices and subsidies. 

The Gatt permits members to seek 
redress by way of countervailing duties 
or other remedies where unfair export 
subsidisation is taking place, or te e 
manufacturers are “dumping” at below 


—, domestic prices. Without access to full 
| data on how China arrives at export 
| prices, or the basis on which it may sub- 
| sidise certain aspects, Gatt members 
| would be unable to prove abuse unless 
| they resorted to "constructing" Chinese 


costs based on those in other countries. 
Third countries, too, would find it 
difficult to prove any possible claim be- 
fore the Gatt that China was displacing 
them in particular markets through un- 
fair pricing or other trade practices con- 
flicting with Gatt unless they had access 
to internal-pricing and other data. This 
is especially relevant to Asian and other 
developing-country exporters, who are 
very sensitive to the trade competition 
China is likely to provide in the future. 
Although China currently accounts 
for only around 1.5% of total world 


.] trade (according to Gatt estimates), the 
i members are much more concerned 











































to soak up excess liquidi 
forced sales of monetary- 
bonds (MSBs) to financi 
Outstanding MSBs trip! 
3.26 trillion (US$4.2 bilio 
of 1986 to Won 9.74 tril 
January. The strateg 
backfire, however, wi 


Fears of overheating 


GQ outh Korea keeps steaming along, | have been ordered to make premature 
‘J with most forecasts predicting eco- | repayments. Corporations are under- 
‘nomic growth of at least 8% this year. | standably reluctant to pre-pay dollar- 
The torrid growth rate carries a price, | denominated debt which, when won ap- 
: though, and there are worries that the preciation is taken into account, carries 
economy is in danger of overheat- | a negative interest rate. | in 
- ing. Growth of M2 money supply con- | are fuelling M2 growt 
= inflation is rising. Consumer prices | tinues to exceed the government’s 18% Higher labour co 
/o target. In 1987 M2 grew by 19.1%, cap- | up inflation. Lab 
| 


on the bonds growing 










in January were 6.2% higher than a year | / 
arlier while wholesale prices had risen | ped by a 22.5% increase in December | to September ros 
which reflected generous pre-election i 


% . For 1987, the consumer-price in- 
flation rate averaged 3.2% while whole- | spending. Late last year, senior Bank of 
-price increases averaged 0.3%. — Sorea officials vowed to lower M2 
e incoming administration has | growth targets in 1988, and said that 
ged to make price stability a top | 15% growth might be more appro- 
ity. But anti-inflation measures are | priate. But after prodding by the Minis- 
try of Finance, which effectively con- 


yriority 
to take third place behind the de- 
trols the central bank, this year's 
target was once again set at 1876. 


ire for continued robust growth and the 
d to fund Roh Tae Woo's election 

In January, however, M2 growth was 

19.8%. 





for consumer-price inci 

What can the gove 
prices down without. 
economic boom? Oil | 
well above world levels thanks to heav 





promises. National assembly elections taxes, will be cut another 10% . And the 
* are likely to fuel spending further. government is likely to press employers : 
=> The country’s ballooning current-ac- The Bank of Korea has been trying | to keep wage and price increases to a | 
-count surplus, which is likely to be minimum. But government pres- | 
around last year's US$9.8 billion, ELECTION RUN-UP sure, which has been quite effective | 
makes it likely that inflationary pres- — ! | in the past, may not work as wellin |^ 
sures will continue to mount. Last | Wwe» (M2 money supply 1987) more open political and economic 
_ year, debt repayments had first claim ES climate. 
on export earnings and helped dam- Officials have also said that they 
pen the inflationary effect of the cash may sell off stakes in public corpora- 
that flooded into the country from tions such as Korea Electric Power 
exports of cars, textiles and electro- Co. and the Citizens National Bank 
nics abroad. during the first half of the year, 
Foreign debt was reduced from rather than the second, to siphon off 
US$44.5 billion at the end of 1986 to liquidity. The huge Pohang Iron and | 
US$35.5 billion at the end of last Steel Co. is also scheduled for partial 
year, more than offsetting the privatisation during the first half. 
US$5.2 billion increase in the cur- One way to cut inflation would be 
rent-account surplus in 1987. Debt to open the market to more foreign 
repayments are likely to slow this oods. That would also ease pressure 
































year. Most of the repaid debt has 2 E RE : ieee ie from the US and Europe. 
been held by public authorities who — — Mark Clifford 











COMPANY RESULTS 


) 
¥31Dec. | S$18.5m +54 | S$184.8m + 8% | 
(US$9.2m) | (US$91.5m) | (594) 
| | | | 
Previous net included exceptional one-time passage-tax 


A$227.3m 4243 
(US$163.5m) 
compensation of HK$13.9m from government. 


Baht 3.4b * 30.8 End-quarter assets fell slightly to Baht 11.18b from Baht 
(US$134.4m) 11.21b. | MM 
Y 1.1b -3 n.a. Parent company showed operating loss of ¥7b vs year- 
(US$8.5m) earlier profit of ¥3.7b — its firstloss since 1974-75. E 
+58 A$942.8m +21.7 5¢ Rationalisation allowed Australian operations to reach 
(US$678.3m) (3c) targets, but New Zealand hurt profits on currency strength. 



















Period Comment 





Bank net profit rose to M$26.7m from M$21m. Group. 
proposed one-for-10 bonus issue. | 
Group's major business, ship repair, showed 45% increase. 
in contributions. All divisions improved performance. — 
New products, lower costs and expanded overseas output. 
helped Japan's No. 2 electronics firm post record quarterly 
Gains for publishing firm due largely to results from 
acquisitions in Australia and better British performance. 





AS2.97b 
(US$2.1b) 
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CURRENCIES 


| USS1 WORTH | pus treasury 
Australia dollar 386 1. p S bills/bonds! | ^ a | | 
v Ortan pound z i ; -.] Australia 13.75 | 10.625 1084375 | 1125 
Canada dollar 2: ; : el | i < | 
France franc . ] 5. ; oo] Britain 9.00 a, .8. 9.3125 9.4375 
Hongkong dollar wa i ; i : A ; 
India rupee f i ) 3. Hongkong 6.00 V 4.125 4,75 
indonesia rupiah : 660. : ; indonesia 22.00 ` 17.20 j n.a. | n.a. 
Japan yen : '8.2 . 3. | 


Malaysia dollor r 7 i ' Japan *5.50 4. 4.3125 4,3125 
, New Zealand dollar "3,575 1 

Pakistan rupee 
Philippines peso F 4. | : : 20. Malaysia 7.25 3 | 3.80 


: Feind ti sd | : : | be l : New Zealand 17.40 985 50 | 46,78 


: Srilanka rupee ; a, : | B. Philippines 5.625 4 1.50 10.25 
. Switzerland franc | ] ke: | , : | i » 
` Taiwan NT dollar | i 9. Singapore 5.25 : RD 3.00 
. Thailand baht j | 
West Germany mark South Korea 11.50 . 
i um Taiwan 5.75 ; a 3.75 
Banknote | 


rate* i Thailand 11.50 à : | 7.75 


2900 | 31, | Chi dE Us 8.75 . j 68125 | 69375 


M : | US$=Rmb 3.722 EUROCURRENCY f AND ASIAN CURRENCY UNIT DEPOSIT RATESt 


8.00 Os |  HKS=Rmb0.479 month” | 3months | 6months | 12 months 
22.00 9. Soviet Union neues mit senate " 
l US$ 8. 78125 6.7812 
iie ; 0.875 birds USS -- Rouble 0.6019 M 
. Other: SDR1::US$1.36101, ECU1=USS1.2243, Laos £ Sterling 9.00 | 9.34375 


| S$1« M$1.2815, £1— HK$13.815, . =N i Y 4.375 4.1875 
3 months forward: Japan Y 127.835, Tye New ip S000 i 


Hongkong HK$7.746, Singapore $$2.009, Vietnam Swiss Fr. 1.375 1.625 
 TMiddlerate "Selling rate | | US$- Dong 368.00 Om 340825 | 3.375 


Source: Teierate for spot and forward rates from Asian money markets, Republic Na- AS 10.25 10.375 
tional Bank of New York for banknote selling rates on the Hongkong market 


and Deak international Ltd for official rates. | | 'iongterm — **shortterm — 'offeredrate Source: Telerate, Vickers da Costa & Co. 


COMMODITIES BOND YIELDS (%) 


Last sale to 29 Feb. Average of representative high-grade issues. 


446.75 
Domestic 3-5 years? 


opper E | 7-10 yearst 
a ra (Mar) | 7.50 — 96.70 international — 3-5years! 


Aluminium — | [Londor | a | | | 7-10yearst 
Current delivery (Mar) Ha | 303,00 1,278.00 - | ; Yen: 
y delivery : be . Domestic Syearst- 
17.26 ; ; 10 years t 
' PEE. international — 3-5years: | 
Current delivery (Mar.) | 30.3 62.40 í ; 7-10 years! 
. Maydelivery — d 9 Dm: l 
Rubber Domestic 3-6 years 
282.50 263. | 201. 10 years " 
international — 3-5yearst 
7-10 years? 


* 


m A$: 

ugar | | New York Domes Et onda 
: . 1 . E : i on : years | 

. May delivery 7. nternational — 3-5yearst 


Singapore — (10) 7-10yearst 

Sarawak Asta bik 100% | — | 005. C$: 
-Wheat Chicago (6 Domestic 3years oe 
; Current delivery (Mar ) | | * 7 WO years * | 
May de c | 24,60 international 3-Syearst | 
. | Chicago TE 7-1 years | 
|n E: | 

Domestic 


: ien add 


| Bangkok 
Chicago 


278.00 


610.60 


1,088.00 International 


1,229.00 SFr: 
7-10years: : 
17.30 ECU: | : 
: 17.725 3-5 yearst - 
tatom (2) M$ a kg ()US$anoz (4) USe a ib {j MS atonne (6) US€ a 60 Ib bushel 
{7} US¢ a 56 Ib bushel (8) US$ a tonne (9) Me akg {10)$$a100kg (11)US$abarrel Source: Teierate, Reuter. 





EFFECTIVE EXGHANGE RATES 
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Vet qe 





"a ER apan 


— Rind 


Economic Growth % (real) (1) 
1987 


1988 
international Reserves (5) 
Latest 


"Year earlier 


Trade Balance (total merchandise) 
.- Latest 3 months 


Previous 3 months 
Year earlier 


Exports (7) 

Latest 3 months 

% change previous 3 months 

% change year earlier 
imports (8) 

Latest 3 months 

* change previous 3 months 

% change year earlier 
Consumer Prices 


Base 
Latest 3 months index average 
% change previous 3 months 
% change year earlier 

Money Supply (3) 
Latest 


% change previous month 
% change year earlier 


^. 1987 


% change previous 3 months 
% change year earlier 


A change year earlier 
Money Supply (3) 


$ change previous month 
% change year earlier 


US$8.74b 
(Dec.i 
US$7.25b 


—US$0.03b 
(Oct.-Dec.) 
-U8$0.48b 
~US$0.22b 


US$7.45b 
+34.2 
+13.3 


US$7.48b 
+6.9 
+9.9 


1.5-2.4 
2-3 


US$7.76b 
lov.) 
US$5.60b 


4 US$0.59b(4) 
Oct.) 


Agso 43b 
+USSO. 36b 


US$4.0b(4) 
+17.5 
+34.3 


US$3.4b(4) 


9.4 
7-7.5 


USS! 6. Tid 


- US$2.70b 


us$9.93b 
411.2 
+22.2 


US$10.3b 


5.05 
5.5-6.5 


US$0.97b 
(Dec.) 
US$1.73b 


~ US$0.23b 
is ,"Nov.) 

$S$0 21b 
1 US$0. 04b 


US$1.54b 
41 
«21.3 


US$1.77b 
+4.7 
443.9 


1978-100 





New kenane 


apta UO oe ee wm s T" 





(June-Aug.) 
US$1.27b 


+US$0.15b 
(Nov.-Jan.) 
+US$0.63b 
+ US$0.53b 


US$13.77b 


HK$310.91b 
(Dec.) 


48.2 
4 30.8 


US$13.72b 
(July) 
US$12.75b 


-US$0.73b 
(Aug.-Oct.) 
~US$0.87b 


US$7.83b 
412.9 
4 36.1 


Uss$8.56b 
4 6.6 
429.2 


June araf 83= 100 


oot 


3 
2.6-3 


US$5.42b 
(Nov) 
US$4.59b 


4US$1.61b(9) 
uly Sept) 


* 


—US$1.85b +US$0.73b 


US$2.84b US$4.75b(9) 
+14.2 | +493 
+25.0 | 444.6 


USS. Ud 


Rps 29.99t 
pti 


+ US$2. 03b 


US$13.80b(6} USS14.58b 
+416 41.4 


437.5 +34,0 


US$9.49b 
46.0 
*45.0 


US$11.25b(6) 
-5.3 


1981 = 100 


Won 39.53t 
(Jan.) 
~2.9 
+ 46.9 


3.7 
3.5-4.5 


US$80.97b 
US$42. 20b 


+ uss20, A sei) 


+ US$ia.58b " 


USS62.B5b6) - 
+87 
+129 o> 

US$42.70b(6) - 
x14] 

1985-100... 
O11 
(Oct. Dec) 


-02c 
+0.7 


4377 Bt 
se ) 
-0.3 

4119 


(1) Official and other estimates of GDP {GNP in Japan) (2) Consumer Price index A (3) M2 or currency plus bank deposits (4) Peninsular Malaysia only 
5) IMF definition of reserves minus gold except for Singapore | (6) Customs basis (7) fob (8) cif (9) Excluding petroleum products (10) M3 





ÜCREVEWe IDMARCHISB 


.] eased. Gainers were led by Interna- 


-. | Sentiment was helped by expectations 


ced positively to President Lee Teng-hui's | 
"| first press conference and to news that 
.Some firms will soon pay dividends. | 

















Bulls take a breather 





TOKYO and Bangkok paused for breath after substantial bull runs in the period to 29 Feb. Seoul fell sharply 


because of political uncertainty, but Hongkong rose amid hopes of budget tax cuts. 
- TOKYO: After 13 days of gains, the s d T Pe 





longest unbroken rise since 1961, 
. shares dipped in the final session. News 
that reporting requirements on foreign 
. assets of life-assurance firms may be re- 
laxed helped sentiment. Dai-Ichi Kan- j 

qu Bank rose ¥50 (4 US cents) to "| Nikkei Stock À 
. ¥3,240 and Mitsubishi Electric gained y 

 *33 to ¥643. Volume was 981m ERSA 

- shares, worth ¥940b. Seanad 


BANGKOK: After a two-week bull [7 
run, the market paused to catch its 
breath. The SET Index rose 12.04 
points to 374.83. Bangkok Bank made 
. gains after announcing a Baht 1b 
(US$40.5m) capital increase, but pres- 
sure on the speculative financial stock 


. tional Cosmetics which increased Baht 
| 394to Baht 1,787. 2n 


HONGKONG: Stocks rose in active 


trading amid hopes that the territory's 
2 March budget would include tax cuts. 


of strong earnings from local firms. 
Property stocks, including Hongkong 
Land and Cheung Kong, were the most 
actively traded. Volume for the period | 
totalled 1.34b shares, worth HK$3.29b | 
(US$421.8m). | 


TAIPEI: The market continued its rally | 
in volatile trading. Investors reacted | 


|. Average daily turnover was NT$17.9b ; 

| (US$625m), the highest since 12 Oct. | 
| Far Eastern Textile gained NT$8 to | 
| NT$76. Cathay Insurance rose NT$59 | 
^to NT$656. : 


| SINGAPORE: Profit-taking wiped out 
| gains from the previous period. Uncer- 
| tainty over the political situation in 
©- Malaysia dampened sentiment and 
trading remained sluggish as foreign- 
fund managers stayed away. DBS put 
on 30 S cents (15 US cents) to S$9.80, 
but National Iron lost 10 S cents to 
. S$5.90. Average daily volume was 
. 16.2m shares, valued at S$30.7m. 


. KUALA LUMPUR: Trading interest | 
| was minimal as investors waited for 
"fresh leads. The average daily volume 
of 7.4m shares, valued at M$13.9m 
(US$5.35m), was the lowest since 
January 1987. Only a few counters 
managed double-digit gains, with 
Kamunting rising 50 M cents to M$6.40 
and tin stock Kramat increasing 30 M 
cents to M$2.50. 


























SEOUL: Rumours of a power struggle - 
and financial instability fuelled fears 
about trade friction with the US. Share - 
prices plunged. The market fell a re- 
cord 21.69 the day after Roh Tae 
Woo's inauguration. All sectors lost. 
Daewoo Corp. fell 13.226 and Hyundai 
Construction and Engineering drop- 
ped 11.6%. Volume was 6.8m shares, 
worth Won 140.5b (US$187m). 


MANILA: The sale of —P1.34b 
(US$63.8m) block of state-controlled 
shares in Philippine Commercial Inter- 
national Bank, boosted turnover. But 
the Manila Composite Index still fell 
2.6% to 752.23. Average daily volume, 
excluding the block sale, fell 13.7% to 
498.25m, worth P35 million. Lepanto- 
B fell 10% to P0.45 and Philex-B 5. 1% 
to P0.37. 





BOMBAY: Pre-budget pessimism un- 
settled the market, with brokers fear- 
ing the imposition of fresh charges. 
When these failed to materialise prices 
rebounded in late trading. Volume was 
light. Shares directly affected by 
budget price and tax changes, includ- 
ing ertiliser makers, electronic groups 
and exporters, saw the most move- 
ment. 


AUSTRALIA: Healthy interim profit 
results from BTR Nylex, Brambles, 
Comalco and Westfield boosted senti- 
ment which was also supported by 
strong institutional buying of blue 
chips. The highlight of the period was 
the bid by Robert Holmes à Court's 
Bell Group for its stablemate Bell Re- 
sources. A total of 342.8m shares wer 

traded, worth A$643m (US$460.9m). 





NEW ZEALAND: The disclosure of 
substantial losses on shares by some - 
firms prompted heavy selling. The 
market fell 5% to 1,625.77. Equiticorp 
lost 23 NZ cents (15 US cents) to 85 NZ 
cents and Brierley fell 15 cents to 
NZ$1.06. But the Bank of New Zea- 
land announced lower-than-expected 
losses on shares. Volume was 59.14m 
shares, worth NZ$1.06m. 





NEW YORK: The market ended its re- 
cent listlessness. The Dow Jones In- 
dustrial Average jumped 48 points on 
the last day of the period in heavy trad- 
ing. Most blue chips posted gains. But 
analysts warned of continued econo- 
mic uncertainty. Total volume was 
1.01b shares. The Morgan Stanley - 
Capital International Index rose 9.2 to _ 
436.8 points in the period to 26 Feb. 














Aanhattan, view trom New Jersey 


No foreign market can be tapped from afar. 


Without actually being on the scene, 
not even the astute observer of distant 
markets can always differentiate between 
cause and effect. In-depth insights into 
market dynamics evolve only from an active 
on-site presence. 

Thatis why DG BANK maintains Its own 
branches in the world's key business cen- 
ters. The benefit for our partners: timely 
intelligence on new developments, en- 
abling you to judiciously avert risks and 
capitalize on opportunities. 


Let's start at the heart. 


Together you and we explore trade 
prospects, analyze your products sales 
potential. We establish the vital contacts for 
you, and provide access to attractive new 
sources of capital. 

Our presence in the Far East 
DG BANK Hong Kong Branch, Hong Kong; 
DG CAPITAL Company Ltd, Hong Kong; 
DG BANK Singapore Branch, Singapore; 
DG BANK - GZB (Asia) Ltd, Singapore; 


DG SECURITIES Tokyo Branch of DG BANK, 


Tokyo; DG BANK Tokyo Representative 


DG BANK 


Office, Tokyo; European-Asian Trade Ser 
vice Company Ltd, Tokyo; Rakyat Firs! 
Merchant Bankers Berhad, Kuala Lumpur 

Head Office: DG BANK Frankfurt, P.O 
Box 1006 51, D-6000 Frankfurt am Main 1 
Telephone: (69) 7447-01, Telex: 412291 
Telefax: (69) 74 47-16 85/1688. 

Further offices in: New York, Los Ange- 
les. Atlanta, Rio de Janeiro, London 
Luxembourg, Zurich, Geneva, Budapest 


The broadly based Bank 
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THE 
2 CHESHAM STREET 


BELGRAVIA 
LONDON SW1X 8 DT 





_ | UK IMMIGRATION 
_ |} Specialist professional firm | 
«| provides complete service 
| for clients requiring UK im- | 
| migration. Free booklet on | 
-LUK immigration rules and 
|| Procedures available from: | 
—. | DAVID GARRICK & CO | 
[x 1 de Walden Court 
85 New Cavendish St. 
London W1M 7RA 
Tel: London 486 8142 


Fax: 436 4311 
Telex: 8954102 







TEL: 01-235 1544 
TELEX: 941 3498 EXECUT G 






FAX: 259-6153 
Single: £42.50 + VAT 
Double/Twin: £58.50 + VAT 
All rooms with private facilities, col- 
our television, direct dial telephone, 
hairdryers, coffee and tea makers. 
Substantial breakfast served in 
bedrooms. 














This space is reserved for 
Classified Advertisements 


Reservations should be addressed to: 
International Classified Manager, 
Far Eastern Economic Review, 15th Floor, 
80 Gloucester Road, GPO Box 160, Hongkong 
Tel: 293123 Telex: 62497 REVAD HX 







REASE YOUR ——— —À— 


ADVANCED TRAINING IN THE EUROPEAN ECONOMIC COMMUNITY 
- WILL ASSIST YOU «n» ASK FOR INFORMATION ABOUT 
NEERING PROGRAMS 


p Thai Military Bank Building, 9th and 10th floors- 34, Phyathai Road: Bangkok: Thailand | 
m Phone: 2 46-00 22 - Telex: 086-2764 comeubk th 





far. 16-18 Lai Lai 
| (i Hotel, Taipei. 
Hong Kong: Mar. 19-21 Prince 
Hotel, Harbour City. _ 
Tokyo: Mar. 25-29 Sakae Inst. 
Box ZiO-SHIP, Stau anton, VA 
24401 USA —— 


























BUSINESS. 





| EACH CURRENCY 
© | We can assist you to buy, sel 
INTERNATIONAL SHARES 
INTERNATIONAL BONDS 
INTERNATIONAL PROPERTY 
` LIFE ASSURANCE 
SECURE DIAMOND INVESTM. 
| Call EUROPE: AUSTRIA-662-849624, 3-6 p.m. | - 


















| $200,000 YEARLY 

| As our Associate/Representa- 
| tive. Write Dept. 084, GAS 
| WELLS/USA, 5477 Glen Lakes | 
| Drive/Suite 250, Dallas, Texas | 
| 75231—- USA 
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COPYRIGHT REPRINTS 
The combined efforts of the Far Eastern Economic Review's large and 
highly skilled editorial team have made it the premier source of informa- 
tion for those who do business, or have an interest, in or with Asia. 

As a testimony to the publication's editorial quality, many Review articles 
have, over the years, been reprinted in newspapers, magazines, educa- 
tional textbooks, newsletters etc throu ghout the world. 

Should you as an editor, publisher or ör behalf of an organisation, educa- 
tional establishment ete wish to enquire about our reprint and copyright 
charges, please address your correspondence to: 

Managing Director ia 

Review Publishing Company Limited 

GPO Box 160, Hong Kong mE v 

Tel: 5-293123 Fax: 5-8656197 Telex: 82804 REVMD HX 

We welcome enquiries from all interested parties and assure you of our | 
prompt, individual attention. | | 

















to make appropriate enquiries and take appr opríate advice be- 
fore sending any money, incurring any expense or entering 
| into a binding commitmentin relation to an advertisement. The | 
Far Eastern Economic Review shall not be liable to any person 
| for loss or damage incurred or suffered as a result of his/her | 
accepting or offering to accept an invitation contained inany 
advertisement published in the Review. | 












“PROPERTY 


Reach for USS. Real Estate — 
Now! 











































ps N ow, more than ever, isthetimefor youtoinvestin Regional Offices: 
i prime U.S. real estate, and Previews Inc. offers 
you the opportunity. Greenwich, cr 
For 55 years, Previews Inc. has been the renowned Marblehead, MA 
“international real estate marketing firm special- 
: izing in representing prestigious properties all New York 
over the world. As the forerunner in the world Wash ington, DC 
of international real estate, we have represen- 
ooo tatives located in key cities throughout the Palm Beach 
^... world, and are recognized as the established con- 
tact for overseas buyers. We can provide you with enira 
information on the most outstanding properties — Denver 
America now has to offer. Our offerings stretch 
the length and breadth of the U.S. and, given — Santa Barbara, CA 
your requirements, we can search the market te to. Portland, OR 
find the desired property for you. | | 
For further information on any Previews property, - Honolulu 
please send your inquiries to our marketing. 
headquarters, Attention: Rita Bock, Advertising. _ | 
Manager, Previews Inc., 411 (F) West Putnam . “Representative 
Ave., Greenwich, Connecticut 06830 USA. Throughout E 





(203) 622-8600. 





| The World 


Since 1933, marketing the world's finest real estate 


"O'Mara Realty 


Commercial Properties 
Raleigh, North Carolina, USA 
High Growth, 
Research Triangle Properties 
1816 Oberlin Road, Raleigh, NC 27608 USA + (919) 782-3455 











5 o. EN & Sons, the PON UK Estate Agents can assist you to buy, sell, let, 
— manage and arrange finance for your UK house or flat. 


Call Philip Jackson on 5-8104838 or telex 61851 FPDHK HX 
Hampton & Sons 


§ Arlington Street, London SWIA IRS Telex: 25541 


a as TARET PACIHIC DAVIES 
Fast f | PROPERTIES LIMITED: 
PACIPHC J | Fig floor Two Exchange Square. Hong Kong. 

















London W9 
ideal investment Package 


Charming house in 4 yr old development. 
Victorian style mews quiet but central 


| DO NOT BUY GOLD 
| BUY U.S. REAL ESTATE 

. Contact: Joseph Klauzar 

/ESTGOLD REALTORS, INC. 

4 Jurupa Ave., Suite 101, 

erside, California 92504, 

, Phone: (14) iie LL 


location, Maida Vale. 3 beds. 3 baths. 
1 recep. Gas ch. Garage. Carefully 
decorated and furnished 18 mths ago. Co. 
fet until Feb ‘89, £210.000 Freehold incl 
furniture etc. Bennett, tel Hong Kong 
. §-9876470 for col, brochure. Private sale. 









. Far Eastern Economic Review, Ltd., 
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The Recognized Authority 
Now in its 24th year the CHINA TRADE REPO! 
which is published monthly by the Review Publishi 
Company Limited has long been recognized by lead- 
ing business executives throughout the world as s the 
most authoritative newsletter of its kind. | 





CHINA TRADE REPORT Provides A Broad Ran je 
Of Information Hu 
Covering subjects which range from foreign invest. 
ment to fashion, electronics, telecommunication 
engineering, contract negotiations and to literali 
dozens of others the CHINA TRADE REPORT i 
essential reading for anyone doing, or wishing to do, 
business with China. 


You Could Gather It Yourself 
You probably could get the same information on your - 
own but in order to locate what is contained in each | 
and every 16 foolscap page issue of CHINA TRADE 
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|^ the early morning of 11 December, 
.| two weeks after a Korean Air (KAL) 
.| jetliner disappeared in flight near 
Burma, co-ed Cho (given name with- 
held at her request), 18, became one of 
the many Koreans who live in Japan and 
are loyal to North Korea to be vic- 
timised because of the incident. Bully- 
| ing of these Koreans — particularly the 
female students clad in the traditional 
Korean national dress — started soon 
after the KAL incident, intensifying 
_ after the mid-January revelation by a 
- Pyongyang agent that she and her 
je colleague, captured in 
Bahrain while posing as Japanese 
nationals, had indeed blown up the 
 üircraft. 

Cho explains she was attacked from 

behind and had a string pulled tight 
around her neck by a middle-aged 
stranger as she was walking through a 
narrow alley towards the railway station 
in her national-dress uniform. She was 
on her way to her high school — a spe- 
cial Pyongyang-supported all-Korean 
institution — where she is a senior. 
Stunned, Cho could not call out for 
help. But her attacker ran away when he 
heard the approaching footsteps of a 
passer-by, who incidentally ignored her 
as she squatted on the pavement, gasp- 
ing. 
The Korean national dress uniform 
is identified only with the North, since 
most Koreans here loyal to the South 
have assimilated themselves with the Ja- 
panese, either because they want to 
avoid the unpleasant consequences of 
doing otherwise or because they no 
longer feel the urge to display their Ko- 
rean origin. The pro-Seoul Koreans 
send their children to ordinary Japanese 
schools in ordinary local dress. They 
have also adopted Japanese names and 
citizenship more readily than the pro- 
Pyongyang Koreans. 

The more nationalistic among the 
Koreans here, regardless of political af- 
filiation, have long considered assimila- 
tion — and worse, naturalisation — as 
capitulation to the Japanese attitude of 
rejecting foreigners unless they give up 


being foreigners. To these Koreans, in- | 


sisting on national language, education 
and dress as well as on equal civil and so- 
cial rights was essential for maintaining 
self-esteem. 

| But as the pro-Seoul Koreans here 
. grow increasingly proud and confident 
| as a result of their motherland's econo- 
mic miracle (they obtained South Ko- 
rean citizenship after normalisation of 
Tokyo-Seoul relations in 1965) and as 
the ordinary Japanese come to accept 
and admire things Korean, the question 
. of identity is becoming less solemn and 
. pathetic for these Koreans — much to 
- the chagrin of the still patriotic elders 
among them. It is more the stateless 
< pro-Pyongyang Koreans who have con- 
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tinued to need symbols for their iden- 
tity. 

After being attacked, Cho left home 
for school every morning with her elder 
sister, who teaches at a Korean primary 
school, and went home escorted by 
male colleagues, until some time after 
the South Korean presidential elec- 
tion on 16 December — an event which 
heightened tension even among Ko- 
reans in Japan. 

Other pro-Pyongyang individuals 
have been victimised throughout Japan. 
The Koreans are most often reviled for 
being "Pyongyang's spies" and told to 
go back to their country. Many are also 
verbally threatened with violence — di- 
rectly or through hate mail and anony- 
mous telephone.calls — and indeed some- 
times become objects of violence. At 
least several female students have re- 
ported their uniforms being slit in 
crowded trains. 

Pro-Pyongyang organisations, too, 


One of the pro-Pyongyang schools in Japan. 


have been harassed and attacked by, 
among others, rightwing paramilitary 
groups. These include offices of the 
Pyongyang-backed General Associa- 
tion of Korean Residents in Japan, or 
Chosen Soren, which looks after the in- 
terests of members (estimated at 220- 
250,000 of the total 680,000 Koreans in 
Japan, the balance being affiliated with 
its pro-Seoul archrival, Mindan) and 
some of the 150-odd Korean schools 
throughout Japan which together retain 
an enrolment of 20,000, despite the fact 
that they are frowned on for their al- 
leged anti-Japanese stance and their 


diplomas are not fully recognised. 
T aggrieved Koreans complain that 
when they are in trouble, onlookers 
tend to ignore their plight and the police 
often blame the victims. Cho says the 
Korean co-eds are for the first time 
being encouraged to wear sweaters and 
overcoats to cover their uniforms. But 
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she has never thought of not going to 
school. Cho says: "I feel I have to keep 
going precisely because of what hap- 
pened. I have to be strong." 

Cho had, of course, heard tales of 
hardship and injustice suffered by Ko- 
reans who migrated here, in many cases 
forcibly, after the 1910 Japanese an- 
nexation of Korea. The massacre of 
thousands of Koreans, touched off by 
rumours of a racial uprising in the wake 
of the great Kanto Plains earthquake of 
1923, is still vivid in the collective mem- 
ory of the Koreans here. 

More recently, too, there have been 
serious backlashes against the pro- 
Pyongyang Koreans whenever North 
Korea made itself unpopular in Japan 
— with, for example, the 
1974 assassination attempt on 
former South Korean presi- 
dent Park Chung Hee sp 
killed his wife instead) by a 
Korean resident in Japan al- 
legedly linked with some 
Chosen Soren officials; sus- 
pected North Korean kid- 
napping of young Japanese 
couples in 1978; a series of ar- 
rests of North Korean spies in 
1981; and the 1984 "Yachiyo- 
maru incident" in which a 
North Korean patrol boat at- 
tacked a Japanese fishing 
boat killing the Japanese cap- 
tain. 

But this was the first time 
naked hostility was directed 
at Cho herself, and that was a 
shock for a woman who has 
grown up in a less harsh Ja- 
panese environment than her parents 
had once faced. That Cho has Japanese 
friends with whom she goes shopping 
and to the cinema and takes it for 
granted says a lot about changing at- 
titudes on both sides. “My own experi- 
ence has been that there are more good 
Japanese than bad Japanese," Cho says, 
and she is confident that her feelings 
about the Japanese will not change much. 

The trouble was that the d eene. 
press jumped to the conclusion that the 
North had been behind the KAL inci- 
dent and fanned the D gena emotional 
reaction, she says, adding that she can- 
not believe the "confession" of the pur- 
ported Pyongyang agent being detained 
in Seoul. | d: 

The real trouble, it would seem, are. | 
the stubborn tribalism of many Japan- - 
ese and the growing incongruity of Kim 
Il Sung's North Korea as a guide and in- 
spiration for the Koreans in Japan. 

— Susumu Awanohara 
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U.S. Route 10. The Santa Monica Freeway. 
One of the busiest. most congested high- 
ways in America. From the middle of a 
traffic jam here, Los Angeles commuters 
can make phone calls to anywhere in the 
world, and never talk to an operator. 
Ericsson is providing cellular mobile 
telephone Systems tO non-w ireline compa- 
nies throughout California. These systems 
now cover the Los Angeles and San Fran- 
cisco/ Greater Bay areas, Sacramento, Fresno 
and Oxnard, providing the potential for 
one giant system serving most of the state’s 
24 million people. Californians spend a great 





deal of time in their cars, and cellular tele- 
phoning has become popular. Business- 
people especially appreciate how effective 
they can be during hours spent on the road. 
They can even use the system to transmit 
data to their offices. 

Youll find Eriesson cellular systems in 
26 countries on five continents. In the U.S.. 
Ericsson holds a 3896 share by population 
of the top 90 non-wireline markets. That 
includes five of the top 10: Los Angeles, San 
Francisco. Chicago, Detroit, and Houston. 

Cellular telephone systems. The latest 
way for you to keep business rolling. 
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125-800 the world’s best selling mid-size business jet 
and Jetstream 31 regional turboprop with sales now 
at 200. 


— 
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Airbus A310-300 wide-body jetliner for which 
British Aerospace is a full partner. 


The new Advanced Turboprop (ATP) airliner 
now entering service. 


JUST SOME OF 
OUR PRODUCTS... 


British Aerospace today designs and 
builds more types of civil and military 
aircraft, missile systems, defence weapons 
and space systems, and has more collab- 
orative agreements with more countries than 


any other company in the world. 
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Magnificent 1,136+ acre site for world « 
master planned, 4-season resort and res 
community with approved master pla 


The property is located three miles f 
world famous Park City ski resort 
adjacent to the Park West Ski Area wi 
capacity of 6,700 skiers per hour. 350m 
from Salt Lake International Airport. — 


The site fronts on State Highway 224, 
the entrance to the Park City resorts, 
at the 7,000 foot level. 


Park City and the property are located within 
the Wasatch Mountain section of the great 
Rocky Mountains. Park City’s three premier 
resorts accumulated approximately 790,000 
skier days in the 1986-1987 season. 











Offered separately is an 8-acre parcel in 
Lake Arrowhead, California with a final 
map for 18 single-family lots. 


For information regarding the properties and 
the terms and conditions of the auction 
June 3, 1988 call 213-450-2592. 
Facsimile (215). 392-5806. 
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Infantile disorder 


To use a traditional Burmese saying, my 
compatriot ‘Rangoonian’ [LETTERS, 25 
Feb.] has tried to hide the dead elephant 
with a skin of goat. Bertil Lintner's re- 
ports on the situation in schools and uni- 
versities in Burma were supported by 
the news reaching us. I can confirm the 
report of a student riot at Sittwe College 
in Arakan in November in which the po- 
lice had to escort to safety the college 
principal, Kyaw Thein. 

It is not surprising that 'Rangoonian' 
did not know of Lintner. I knew of 
neither Lintner nor the REVIEW when I 
was living in Burma because id era 
and magazines were (are) available only 
to the ruling elite. This may be the first 
time that *Rangoonian' had a REVIEW 
in his hand. Apparently he is now à 
polished nail or even a decorated finger 
of the ruling elite. 

In his attempt to paint a golden pic- 

re of Ne Win's Burma, he exposed the 
sensitivity of Ne Win and his followers 
who are suffering from that infantile dis- 
order, the Burmese way to socialism. 
Does he know that Burma, once a 
paradise of South and Southeast Asia, is 
now a least developed country (LDC), 
one of the 10 poorest countries in the 
world? Ne Win and his clique are not 
telling this to the people of Burma be- 
cause, in the words of assassinated gen- 
eral Aung San, the father of indepen- 
dent Burma, LDC means a “prostitute’s 
state." 

If *Rangoonian' truly loves Burma, it 
is time for him to accept facts and 
realities with courage and boldness. Ne 
Win's militarism and socialism are 
opium for the people of Burma. Let us 
get rid of them and save Burma from de- 
struction. Come and join us my friend! 
Bangladesh San Tha Pru 


Considering the “poor credibility" of 

:e REVIEW, it comes as à surprise that 
'Rangoonian' [LETTERS, 25 Feb.] has 
nevertheless made an effort to get his 
hands on a copy, in a place where access 
to anything but the official news media 
is extremely difficult. Some of his claims 
are so blatantly false that they can only 
be blamed on government misinforma- 
tion. I would, however, like to clarify 
two points. 

I recently came back from Burma 
where I was fortunate enough to meet 
with very "credible," well-informed lo- 
cals whose account of the previous events 
was matched by the REVIEW's reports. 
In addition, I was surprised that the 
name of your correspondent, Bertil 
Lintner, is so widely known in news- 
hungry circles that do not merely rely on 
official media for news coverage. 

Furthermore, 'Rangoonian's rosy 
image of the Burmese economy is shat- 
tered when virtually all available con- 
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sumer goods in upper Burma are smug- 


gled into the country from China down 
the famed Burma Road. Since I read 
Chinese I had no trouble in discovering 
that even the lock on the door of my 
room in Pagan was "Made in Kun- 
ming." 

Jens Weitzel 


Price of persuasion 


A provocative review by Ben Kiernan 
[REVIEW, 21 Jan.] of Someth May's 
Cambodian Witness pee per- 
suaded many people to re-consider the 
moral, rather than the political, justifi- 
cations for accepting the Khmer 
Rouge's occupation of Cambodia's UN 
seat. But the book's cover price of £9.95 
(US$18.70) undoubtedly dissuaded 
further involvement for many. 

One may well expect to pay a hi 
price for great enlightenment in the 
commercial world, but it is surprising to 
find this same value standard reflected 
in May's Buddhist-spirited appeal. 

Inciting moral action by generating 
vast public sympathies for the Cambo- 
dian people's oppression seems a 
meritorious goal. But the public's moral 
inertia will first have to be overcome by 
a considerably lower cover price for 
May's book. 
Geneva 


Shrinking the arena 


The propos by Indonesian Foreign 
Minister Mochtar Kusumaatmadja for a 
nuclear weapons free zone (NWFZ) in 
Southeast Asia [Zone of discord, 
14 Jan.] seems to make excellent sense 
for the Asean nations. There is little if 
any reason for the Asean countries to 
have nuclear weapons on their soil, for 
they play absolutely no role in the na- 
tional or collective defence of any of 
those countries. 

Furthermore, the likelihood that in 
the event of a NWFZ in Southeast Asia 
the US would shun the region as op- 
posed to working out some sort of an ac- 
commodation is much less than in à 
more distant and less strategically im- 

rtant region such as New Zealand. As 
ong as Japan depends on Middle East- 
ern oil and the Soviets are in Vietnam, 
the US will find some way to remain in 
Southeast Asia. 

The State Department pgonounce- 
ment that a NWFZ would undermine 
deterrence defies logic. A NWFZ would 
simply decrease in a small way the size 
of the arena in which the potentially 
deadly game of deterrence is played. 
Those who had the vision to negotiate 
the intermediate-range nuclear forces 
treaty obviously believe that we have to 
begin to shrink that arena somewhere. 

he New Zealand experience with 
the US over nuclear weapons undoubt- 


James Lin 











WOULDN'T IT 
BE WISE TO 
PUT A LITTLE 

MONEY 
SOMEWHERE 
SAFE? 





You can now open a Foreign 
Currency Account with Midland 
Bank in London, in any major 
currency. 

As one of the world's leading 
international banking groups we 
offer you unrivalled security and, of 
course, discretion. 

And, as a non-resident, interest 
earned on deposit is free from UK 
income tax. 

To find out more about how we 
can help you, please complete the 
coupon below. 


Marketitg Dept, Midland Bank plc, 
International Division, 24 Martin Lane, 
London ECAR OAH United Kingdom. 


Name 
Address 











FE9 





ot^ 2^. 
A Midland Bank pic 


TUW WUS VOU? DID ? 


“Have a look in my case.” 


THE XO COGNAC by REMY MARTIN 


Exclusively Fine Champagne Cognac 


Only cenar made from v W in C penac’s ^ hest regions is entitled to y called Fine * namra E | 














-— US will ever modiy its bw of either 
- confirming nor denying the presence of 
-nuclear weapons is doubtful. Actions 
apn as the institution of a Southeast 












a - Mochtar is correct in saying that a 
j NWFZ would not preclude the presence 
-of American bases in the Philippines. 
. What it would do is force the US to 
modify its current policy of "neither 
confirming nor denying" if it wished to 
remain in the Philippines. If, as US Am- 
- bassador to Indonesia Paul Wolfowitz is 
| :d as saying, the bases are for the 
ort of conventional forces, there 
d be no need to leave the Filipino 
in doubt as to whether nuclear 
ons are present on their soil. A 
WFZ might well not feed opposi- 
tion to the continued presence of 
American bases in the Philippines, but 
| rather might diffuse such opposition, 
| xe opponents of the bases would no 
|. wenger have the highly emotional issue 
"of nuclear weapons around which to 
rally. 

United States 


Hard pressed 


As loyal followers of the People's Ac- 
tion Party (PAP), we would like to do 
our bit to help enlighten readers puzzled 
by the Singapore Government's recent 
actions. Quite obviously, the PAP is not 
terribly interested in seeing a free press 
in Singapore. What it is really after is a 
press-free Singapore. Please use my 
















William Clarke 


pseudonym: 
ee ‘Where the free are pressed’ 
Loading tt the dice 


In reply to my letter on Grou ): Rep- 
resentation Constituencies (GRC), Tan 
“se Say [10 Mar.] says that the dis- 


osure of the documents, including 
cabinet papers, “. . . made clear that the 
aim [of the GRCs]. . . had nothing to do 


with disadvantaging the opposition." 
. And, in support thereof, cites opposi- 
ton MP Chiam See Tong's statement 
that “. . . this GRCs system may even 
favour the opposition . . . instead of get- 
| ting one opposition member voted into 
| parliament, we may get three . . . in the 
"constituency." 

I cannot speak for Chiam. Nor do I 
know whether he still adheres to that 
view. However, the first deputy prime 

minister is on record as stating that the 
overnment “recognise that . . . [the 
Cs proposal will disadvantage the 
"sit ee are going to be dis- 
- and had asked, rhetori- 










zs peek . " I have, Alerefore, some dif- 
ficulty in reconciling those two state- 
ents: CHE I may be forgiven if I re- 
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The enerr y within - 
Michael Haas [THE STH COLUMN, 10 


. Mar.] accuses the Singapore Govern- 


ment of creating a mass society by 
eliminating institutions that might serve 
to mediate between the. state and the 
people. He cites as examples the actions 
against the Marxist plotters, the Law 
Society and the foreign press. 

The government does not claim that 
Singapore is not ready "for dissent, 
pressure groups, religious views on mat- 
ters of politics, alternative news 
supplied by foreign correspondents.” 
But it cannot allow workers in para- 
church organisations to purvey libera- 
tion theology and Marxism, and use the 
sanctity of the Roman Catholic Church 
to work up the population. Nor can it 
allow foreign correspondents or jour- 
nals to enter Singapore's domestic de- 
bate. Foreign correspondents who work 
for regionally based Western publica- 
tions cannot play the role of the Singa- 
pore media. 

Singapore does not lack institutions 
for public discourse. There is no under- 
ground debate other than the com- 
munist one. The government spends 
hours televising parliamentary proceed- 

ings and select committee hearings, giv- 
ing full coverage to opposition and dis- 
senting views. Nothing is held back. 

How can it be "avoid[ing] a genuine de- 
bate"? 

Nothing prevented the Marxist plot- 
ters from participating openly in the po- 
litical process, propagating their views 
either through existing opposition par- 
ties like the Workers' Party or the Singa- 
pore Democratic Party, or by forming 


main unimpressed and, still, uncon- 
vinced as to the GRCs proposal being 
politically neutral. 

Furthermore, why should some con- 
stituencies have to vote in three mem- 
bers of parliament — and others only 
one? How can that be politically neu- 
tral? Is not every one equal before the 
law? 

I agree that prospective law makers 
need not necessarily be people who 
have achieved distinction or merit in 
commerce, the arts or the sciences. 
Nevertheless, if institutionalisation of 
multiracial representation is to be en- 
trenched in the constitution, then, the 


same underlying principle should, also, 


apply to entry into the civil service, the 
armed forces, etc. 

The electoral system has been with 
us ever since the liberation of-Singa- 
pore. And it has worked well. It is the 
self-same system that had returned the 
People's Action Party (PAP), one by 
one, to the legislative assembly and, 
then, en masse to parliament, regard- 
less of its candidates’ race, colour or 


creed. However, in the past two general. 


their own dnd pay. What was the | 
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ble for the future of all Singaporeans, 






or the Law Sociéty BOW. 
Instead, two of the group — Tei 
Lung and Tang Fong — ‘publicly te: 
tified (before the Select Committee o 
the Legal Profession Amendment Bil 
that they only wanted to work for. 
Law Society, were not interested 
politics, and that it would be 
wrong to mix the two. At the same tim 
they covertly and actively involved the 
Law Society in political issues unrelated 
to the. profession. This is: not. the pur ! 
pose of law societies, even in the most 
open of democracies, or in Britain tom 
u we oe our model. | 
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elections, there began a steady ero- i: 
sion of votes from the PAP. The | 
causes for this erosion may be many. |. 
but it is certainly not due to com- . 
munalism! | 
Former minister. of ‘state Haji ‘ 
Ya'acob Mohammed said that “in the ` 
1984 election all PAP candidates — no 
just the Malays — were affected by th 
swing towards the opposition" (the en 
phasis is mine). It is to those cau 
that the PAP should address its | 
And not a reversion to a disturbing an 
dangerous reliance on ethnicity! Whe 
now is Lee Kuan Yew’s clarion call th 
bestirred a growing nation into coh 
sion: “There-are no majority races and - 
no minority races — only Singapo- 
reans?” If Singapore does not have tha 
same cohesion as before, then it is clear 
where the fault lies. ; 
Granted that parliament. has. th | 
power to change a man into a woman 
an Arab into a Malay, it is now being 
asked to use its powers to turn him als 
into a Muslims} ds dear prime ministe 
quo ken i | 
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: Steps up his battle for political domi- 


| Page 26 


| 


| ‘his predecessor Chun. 


— : 
DECORO 





| A; a boy in his native Sichuan province, Deng Xiaoping 
learned the value of the local saying: ‘It doesn't matter 

: whether the cat is black or white as long as it catches mice.’ 
More recently, as China's leader, Deng used the same 
words to defend his reform policies. China's National 
ople's Congress will convene later this month to set the 
country's course for the next five, post- Deng years. In 
OCUS: China '88, Review correspondents examine Deng's 
acy and the new air of ideological liberation which is be- 
-ginning to permeate many important aspects of life in China, 
a the e i crack in the traditional iron rice 





Malaysian Prime Minister Mahathir 


ance with parliamentary legislation 


; <y strengthen his grip on political 
rivals. 


13 
Agitation by | farmers demanding 
higher prices has spread to several In- 
dian states, causing concern in the 
ruling Congress as Well as S ODDOSEOn 
parties. 


Page 19 

Chinese Foreign. Minister Wu fails to 
resolve serious differences between 
China and the US during a visit to 
Washington. 


Page 20 
The unprecedented debate in the 
just-concluded Indonesian People's 


Consultative Assembly over the 


choice of a new vice-president, may 
further widen the boundaries of per- 
missible political action. 


The UN-sponsored Afghan peace 
talks in Geneva reach a deadlock. 





TAY HOON 


Singaporeans are given yet another 
political TV spectacular as Lee Kuan 


| Yew drives home the need for Team 
MPs. 


31 
A publicity blitz portrays new South 


Korean President Roh as an accessi- 


‘ble man of the people, in contrast to 
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Page 94 


An optimistic interpretation of eco- 


nomic data gives world stockmarkets 
a sense of confidence. WHERE TO PUT 
YOUR MONEY looks at buying Asian 
stocks in London, gold, publishing 
and a bear-market equity portfolio. 


ge 104 

The crucial question facing a panel of 
experts looking at the future of the 
Asian Development Bank is whether 
more should be done to help the pri- 
vate sector. 


Page 111 

Only a smali part of the Philippine 
foreign debt mountain is denomi- 
nated in yen so the country has not 
been as badly hit as some debtor na- 
tions by the rising value of the 
Japanese currency. 


Page 112 

An Indian cooperative movement is 
transforming the production and dis- 
tribution of milk and dairy products — 
and offering farmers a better liveli- 
hood. | 


Page 116 


Talks between Japanese and US offi- | 


cials on offering US construction 
companies access to Japan's lucra- 
tive public-works contracts break 
down. 


Page 118 
A progress report on the rationalisde-! 
tion of Malaysia's heavy industries 
says that plans to slim down the car 
and iron and steel industries can be | 
modified. 


Page 125 

Hongkong tycoon Li Ka-shing bids for | 
his second Canadian oil company 
with a US$3.7 billion offer for the 
Canadian offshoot of troubled US oil 
| giant Texaco. 


| Economic relations: Construction talks 
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Vietnam and China clash 
. Over disputed islands 
Vietnam and China charged 
one another on 14 March with 
attacking each other’s ships in 
the strategic Spratly Islands ar- 
chipelago, parts of which are 
claimed by both countries. 
Hanoi said Chinese warships 
opened fire first forcing Viet- 
namese boats to fire back in 
self-defence, while Peking 
claimed Vietnam started the 
incident. 

Vietnam accused China of 
sending warships to the islands 
in mid-January to engage in 
“acts of provocation and ob- 
struction.” China says Viet- 
nam illegally invaded and oc- 
cupied some of the islands. All 
or some of the Spratlys are also 
claimed by Taiwan, Malaysia 
and the Philippines. 

— Murray Hiebert 


Taiwanese nuclear expert 
accused of defection to US 
Jaw Shao-kong, a leading legis- 
lator from Taiwan's rulin 
Kuomintang, has called for the 
investigation and expulsion of 
CIA agents from Taiwan, fol- 
lowing claims that a Taiwanese 
nuclear scientist defected to 
the US in December. The sci- 
entist, Chang Hsien-yi, who is 
an army colonel and one of 
four deputy directors of the 
Nuclear Energy Research In- 
stitute, was alleged in press re- 
ports to have taken confiden- 
tial information on Taiwan’s de- 
velopment of nuclear weapons. 
The CIA has refused to 
comment, amid reports that 
Washington has pressured 
Taiwan to call off all research 
projects that may be linked to 
possible manufacturing of nu- 
clear weapons. 
— Shim Jae Hoon 


_| Malaysian opposition 
politician rearrested 

Any hopes that the Malaysian 
Government would consider 
.an early release of 36 political 
. detainees still held under the 
Internal Security Act, should 
they win court appeals, were 
dashed on 9 March when police 
| rearrested opposition Demo- 
cratic Action Party (DAP) 
lawyer and MP Karpal Singh. 
Karpal was rearrested en route 
to his home in Penang — just 
nine hours after the Ipoh High 
Court had declared him a free 
man, having granted his appli- 
cation for habeas corpus on 
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grounds of wrongful detention. 
Karpal's was to have been a 
test case. The DAP had plan- 
ned to file similar applications 
for its six other leaders cur- 

rently in detention. 
—Suhaini Aznam 


New role for Indonesian 
internal security agency 
Former Indonesian armed 
forces commander Gen. Benny 
Murdani has said the role of 
the powerful internal security 
agency, the Command for the 
Restoration of Security and 
Order  (Kopkamtib) will 
change. Murdani, who is com- 
mander of Kopkamtib, said 
that its original task of guard- 
ing against internal security 
threats had been fulfilled and 






Murdani: crackdown, ^ "erano 
that the agency will now be 
charged with "safeguarding na- 
tional development." 

The change is thought to re- 
late to the strong stance taken 
by the armed forces faction in 
parliament against corruption 
and the abuse of power. Mur- 
dani did not elaborate, but the 
speaker of the parliament, 
Kharis Suhud, said in February 
that Kopkamtib should be used 
to tackle embezzlement of 
state funds.— Michael Vatikiotis 


Singaporean sentenced 

in Bofors arms case 

Tan Kok Cheng, a former man- 
aging director of Singapore- 
Swedish arms companv Allied 
Ordnance, on 9 March was sen- 
tenced to four years' imprison- 
ment and ordered to repay 
$$647,716 (US$324,000) he 


dishonestly received in 
“kickbacks” from Swedish 
arms manufacturer Bofors. 


Nine other charges, including 
giving false information to de- 
ceive the Singapore Ministry of 
Defence and agreeing to accept 
$$1.8 million from Bofors in 
return for helping to set up a 
missile company in Singapore, 
were dropped. — Michael Malik 


BUSINESS IE 


indonesia rules out 

1988 rice imports 
Indonesia’s lowest rice stocks 
for three years will not force 
it to import this year, said the 
head of the National logis- 
tics board (Bulog), Coopera- 


tives Minister Bustanil Arifin. | 


Rice stocks are down to 


800,000 tonnes — below the 1 | 
million-tonne minimum buffer | 


stock. 


With another long dry season | 


expected this year, it is feared 
that Indonesia may lose its 
prized (and historically recent) 


self-sufficiency in rice. Stocks 
were 1.83 million tonnes last | 
year, but production increased | 
by only 0.7% vs 1.8% in 1986. | 


Bulog has set this year's pro- 
curement target at 2 million 
tonnes. — Michael Vatikiotis 
US institution seeks 
a Manila bank stake 
US investment bank Shearson 
Lehman Hutton Inc. has ex- 
ressed interest in investing in 
nion Bank, a small Philippine 
commercial bank with total 
resources 
(US$171.4 million), which is 
owned by government institu- 
tions. 
wants the state-owned Land 
Bank of the Philippines’ 39% 
share in Union. Shearson is 


also considering investment in | 


manufacturing, ^ electronics, 


ing in the Philippines. 
— Jose Galang 


US shipper files suit 
against South Korea 
A US shipping firm has filed a 
suit accusing South Korea of 


unfairly protecting its domestic | 
shipping industry, according to | 


the official South Korean 
newsagency Yonhap. The suit 
by Pacific America Lines 


(Pacam) was filed with the US | 
Federal Maritime Commission | 
Merchant | 
Marine and Pan Ocean Ship- | 


against Hyundai 
ping. The suit alleges that 
Pacam tried to carry steel from 
the port of Inchon last July, but 


was refused permission by | 


South Korean authorities. 

— Mark Clifford 
Taiwan sets 18% rise 
in budget expenditure 


Taiwan’s Executive Yuan on 


10 March approved the budget | 


for fiscal 1989 (beginning on 1 
July). Spending will rise by 1896 
to NT$568 billion (US$19.9 bil- 







cord deficit of NT$139 billion. 


of P3.6 billion | 


Shearson particularly | 


lion), and there will be a rec- 





Higher domestic spending is 
intended to counter an ex- 
oected fall in export growth. 
evenues are set at NT$429 
billion. (including NT$38 bil- 
lion from last vear's budget 
surplus). | 
Economic-development 
spending will increase to 
NT$97.4 billion, from NT$82.7 
billion the previous year, and 
government employees will re- 
ceive pay rises of some 8%. 
— Jonathan Moore 


Japan banks plan for 
five-day week in 1989 
Japan's financial sector will 
switch to a five-day week early 
in 1989, when commercial 
banks and the postal savings 
system cease all business on 
Saturdays. The Tokyo Sto 
Exchange will almost certair _ 
follow suit. Commercial banks 
began studying plans for a five- 
day week in November, but 


| were reluctant to end Saturday 


trading entirely without assur- 
ances that the post office sav- 
ings bank — Japan’s largest 
holder of individual savings — 
would do likewise. Commer- 
cial banks began closing on 
some Saturdays in 1986. 

~ Charles Smith 


China rural industry 
body to raise funds 
Another trust and investment 
corporation, the China Rural 


| | Trust and Investment Corp., 
food processing and hous- | 


has been set up under the direct 


| control of China's State Coun- 


cil to tap funds both at home 
and abroad. It will import 
technology and equipment to 
aid the growth of rural light in- 
dustry. 

It is expected to tap dome. 
tic funds through share issues 
and to raise foreign funds 
through operations such as 
leasing and guarantees, Xin- 
hua newsagency reported. The 
size of the corporation has not 
yet been announced. 

— Elizabeth Cheng 









CLARIFICATION 


In Thai traders break contracts 
(REviEW, 17 Mar.), as rice 
buyer Cargill Co. never sent 
ships to Bangkok to take de- 
livery of grain, there was no 
formal default by exporters 
Hong Yiah Seng, UMC and 
Laem Thong. The companies 
had begun renegotiating their 
supply contracts with Cargill 
before the terms of the original - 
agreements were exercised. 
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COMRADELY AID 
Although the Soviet media played 
down the growing tension between 
Hanoi and Peking over the Chinese 
navy’s presence near the Spratly 
Islands in the South China Sea, 
Moscow has been quietly helpful to 
the Vietnamese. The Soviets have 
provided Hanoi with aerial and 
satellite reconnaissance of Chinese 
naval movements, enabling the 
Vietnamese to beef up their defence. 
In the 14 March naval clash between 
| the two navies, one Vietnamese 
vessel was sunk and another 
. damaged. 


CENSORS PIQUED 
. Taiwan's Government Information 
| Office (GIO) has ordered the seizure 
- of all copies of a South Korean 
| .wspaper sopor E S 
|. cture spread of China's leader Deng 
A Xiaoping. The distributor for Seoul’s 
Hankook Ilbo newspaper has been 
told to retrieve all subscriber copies 
of the 8 March edition and return 
them to the GIO. The move came 
amid reports of Taiwan's growing 
irritation over the possibility of Seoul 
and Peking opening trade relations. 
Taiwan censors all incoming foreign 
publications, blacking any picture of 
China's flag and sometimes leading 
personalities. 


JOINING FORCES 


Military analysts in Manila are 
pondering the significance of several 
recent armed engagements in 
Mindanao between the Philippine 
armed forces and anti-government 
rebels. Although large areas of the 
country's second-largest island are 

- »ntrolled by military units of the 

. fuslim separatist Moro National 







CHINA 

China announced the successful testing of 
| another Long March 3 rocket designed to 
| help several countries launch satellites (9 
| Mar.). A non-communist party figure was 
| appointed vice-minister of the Supervisory 
| Ministry (10 Mar.). Chinese state television 
reported that Chinese and Vietnamese war- 
ships clashed near the disputed Spratly is- 
|. lands in an escalation of the dispute over the 
4 the island chain (74 Mar.). 


"^ HONGKONG 
Governor Sir David Wilson, led a trade 
delegation to Tokyo (9 Mar.). District board 
elections began with a low turnout of 3076 of 
1.6 million registered voters (10 Mar.). 


INDIA 
Police battled with 1,000 Tibetans in New 
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| Liberation Front (MNLF), other 


| REFUGEE QUOTAS 








| 
Muslim factions and the communist | 
New People's Army (NPA), the 
various rebel forces normally operate 
independently of each other. But ` 
since November 1987, two joint 
MNLF-NPA operations have 
occurred, both in or near the 
Cotabato Valley region. 


—ÀÀ 


President Ronald 
Reagan will soon 
ask the US 
Congress to 
increase the 1988 
quota for refugee 
admission to the 
US by 15,000. 
Although the 
increase will 
mainly be to 
accommodate 
Armenians and Jews from the Soviet | 
Union, it will indirectly help 
Indochinese refugees in Thailand by 
removing pressure to cut the East 
Asian quota. Recently, the US has 
admitted Southeast Asian refugees in 
numbers well below the quota to 
allow more Soviet refugees. 


PAL IN NEED 

The Manila-based Asian 
Development Bank will approve by 
the beginning of April a technical 
assistance grant to fund a study to find 
ways to help the debt-burdened 
Philippine Airlines (PAL). Entitled 
A Strategy Study for the Privatisation. 
of Philippine Airlines, the project will 
be conducted by foreign consultants. 
An almost certain effect of the study 
will be to set back President Corazon 
Aquino's privatisation programme 
for PAL until at least 1990. 


+ 
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Delhi leaving about 20 injured at a rally to 
mark the 29th anniversary of an uprising 
against Chinese rule in Tibet, witnesses said 
(I0 Mar.). A nationwide general strike call- 
ed by opposition parties demanding the res- 
ignation of Prime Minister Rajiv Gandhi re- 
ceived strong support in opposition strong- 
ia was largely ignored elsewhere (/5 
ar.). 


INDONESIA 

The national assembly elected President 
Suharto to a fifth five-year term (10 Mar.). 
The assembly elected state secretary Sudhar- 
mono as vice-president (77 Mar.). Indonesia 
lifted its two-year ban on Australian 
journalists by granting a one-year visa 
to a correspondent for the Australian As- 
sociated Press, it was reported (3 
Mar.). | 


| body, the Defence Signals 


| to begin on 5 April, instead of 23° 


| president of Nomura Securities, is 
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MOVING EARS 


Australia's electronic intelligence 


Directorate (DSD), will be ready to 
close down its Hongkong listening 
post well ahead of the return of 
sovereignty over the territory to 
China in 1997. A new DSD 
monitoring station being built at 
Geraldton, Western Australia, will — 
take over this surveillance ofthe — . 
Soviet Union, Indochina and China 
when it opens in 1993. : 


RUSSIAN ENVOY zd 
Igor Rogachev, the Soviet deputy - 
foreign minister wholooksafter — 
Southeast Asia, will be in Manila on 
22-26 March after visiting Vietnam | 
and Cambodia, but he will not be — 
visiting Singapore or Thailandas — — 
originally reported. Rogachev's — . 
Philippine visit occurs at a time when 
US-Philippine talks on the future of 
US military bases in the country were 
scheduled to begin. The talks are now =- 


March. 
JAPANESE HEAD 


Yoshio Terasawa, an executive vice- 
EH 


now almost certain to be appointed 
president of the Multilateral 
Investment Guarantee Agency, a. — 
World Bank affiliate which will soon 
have received the ratification of — | 
enough countries to bring the capital | 
to one-third the initial subscription ^. 
amount — the threshold for formal 
establishment. Terasawa has the 2 
support of the US, Britain, Canada, | 
West Germany and the Netherlands, 
which should be enough to | 
RIDE any rival candidates forthe > 
job. 








Police found an unexploded time bomb in - 
the parking lot of the Shizuoka bureau of the: 
Asahi newspaper (12 Mar.). 


MALAYSIA | 
Leading political dissident Karpal Singh, - 
who was freed from detention without trial - 
by the Ipoh High Court, was re-arrested 
hours later as he made his way home (9. 
Mar.). 


SRI LANKA "E 

Tamil rebels shot and hacked to death 20 .. | 
villagers in Trincomalee district, according | 
to military officials (75 Mar.). a 


VIETNAM NE 
Premier Pham Hung died at the age of 75 
(11 Mar.). 



















































































The struggle for Umno simmers on at many levels 





By Suhaini Aznam in Kuala Lumpur 


TK struggle for control of Malaysia’s 
dominant political party and the lo- 
yalty of its Malay supporters is being 
played out on several stages almost 
simultaneously — in the courts, in parlia- 
"ment and at grassroots level. 

Preparing the ground for further 
legal action anticipated from disgrun- 
tled members of the now defunct 
United Malays National Organisation 
(Umno), Deputy Home Minister Megat 


Junid Megat Ayub — whose superior as | 


Home Minister is Prime Minister Datuk 
‘Seri Mahathir Mohamad on 15 
March tabled amendments to the 
Societies Act which would allow the 
smooth transfer of assets from the old 

-party to the newly reconstituted Umno 

j| Baru. 

. Mahathir’s rivals in the old Umno 

have mounted a series of court battles 
¿| since the party was de-registered on 4 
| February and laying claim to Umno’s 
various properties and shareholdings is 
the logical next move — except that no 
one outside the leadership core really 
knows whether this would balance out 
as assets or liabilities. 

Thus, the amendments suggest that a 
member who objects to this arrange- 
ment for the transfer of assets will be 
compensated for his share of the net as- 
sets of the old society. But should it 
transpire within six years of his applica- 
tion that the society had undisclosed 
debts, that person would then be liable 
for his share as well. 

The amendments — which will al- 
| most certainly be passed given that pro- 

Mahathir MPs dominate the 83 Umno 
seats in the 177-seat parliament — will 
` also ensure that the events of 4 February 
- will not be repeated. It proposes that 
-© only the branches of a society and not 
_ the entire society itself be deemed un- 
- lawful should a society set up branches 
| Without the Registrar of Societies’ prior 
. approval. 
| Also tabled is a new proviso giving 
. the registrar discretionary powers to de- 
- termine whether a person seeking to in- 
spect documents is doing it for a lawful 
purpose and that such inspection is "not 
being sought by or on behalf of an un- 
lawful society." This would, in effect, 
prevent Mahathir’s rivals from re- 
searching documents relating to the old 
Umno. 

. The amendments also introduce a 
new clause making it an offence, 
punishable by up to five years in jail, for 
anyone to act on behalf of, represent or 
assist, "whether in a professional capa- 


























| city or otherwise," any unlawful society 
or its office-bearers, save for actions re- 
lating to court proceedings. 

The steps to "plug all the loopholes" 
as one lawyer put it, came just four days 
after Mahathir had won what had 
threatened to be a proxy battle in the 
east coast state of Kelantan, home- 
ground of his personal rival Tunku 
Razaleigh Hamzah. Without the hoped- 
for support from Razaleigh allies in the 
state legislative assembly, the opposi- 
tion Parti Islam (Pas) failed in its bid to 
oust Kelantan Chief Minister Datuk 


Mohamed Yaacob through a no-confi- - 


dence motion on 12 March. 

Pas' action was in keeping with its 
opposition role. It had nothing to lose if 
it failed, and much to gain if it suc- 
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Mahathir: no repeat. 


ulti-fronted battle 


| ceeded. Success, however, depended 
| entirely on support from assemblymen 
: allied to Razaleigh, who challenged 
Mahathir for the Umno presidency last 
April and only lost by 43 votes out of 
more than 1,400 delegate ballots. Chief 
Minister Mohamed is Mahathir’s man in 
Kelantan and the motion was viewed as 
| a proxy fight between the two Umno 
| factions. 

But when it came to the crunch, 
party discipline over-rode internal fac- 
tionalism and all 28 Umno state assem- 
blymen — excluding the speaker who did 
not have to cast a vote — chose to back 

; Mohamed. All 10 Pas representative: 
supported the motion tabled by its 
Kelantan deputy chief, Abdul Halim 
Abdul Rahman. 

Superficially, it seemed as if Raza- 
leigh had suffered an erosion of influence 
in his own backyard. But at least one 
Razaleigh supporter told the REVIEW 
that Razaleigh himself had instructed him 
to back Mohamed. Since legal steps are 
under way to block further develop- 
ment of Mahathir's newly reconstituted 
Umno (Baru) and to reinstate the old 
Umno, he felt that Razaleigh wanted to 
exhaust legal avenues before consider- 
ing such extreme measures. 

Two major Razaleigh tactics to re- 
ain the initiative, for the time being at 
east, have been blocked. On 10 March, 

former foreign minister Datuk Rais 
Yatim, a Razaleigh ally, sought a court 
order to allow the anti-Mahathir group 
to challenge the Registrar of Societies' 
decision to reject the group's applica- 
tion to form its own party — Umno 


A sanitised Star to rise again 


By Philip Bowring in Kuala Lumpur 


reviously the most independent 

English-language ^ newspaper in 
Malaysia, The Star will resume publica- 
tion soon. But readers are likely to find it 
rather less stimulating than before pub- 
lication was suspended by the govern- 
ment last October. Most striking will be 
the absence of the column by Tunku 
Abdul Rahman, the nation's first prime 
minister. The Tunku, who has also been 
chairman of the newspaper for some 
years, has often been critical of the gov- 
ernment in his column. 

The 85-year-old Tunku told the 
REVIEW that he was stepping aside as 
chairman and columnist — at least for 
the time being — because he did not 





want to stand in the way of former staff 
getting their jobs back. Despite a recent 
heart attack, he told the REVIEW he was 
determined to continue his battle with 
Prime Minister Datuk Seri Mohamad 
Mahathir. He recently gave his name to 
an unsuccessful attempt to register a 
rival party to Mahathir's Umno Baru. 
The Tunku also said he was unhappy 
that the Malaysian Chinese Association 
(MCA), the political party which owns 
70% of the shares in The Star, chose not 
to fight the newspaper ban in court. 
Sources in the MCA said no pressure 
had been applied to it by the government 
to silence the Tunku. The MCA is a part- 
ner in the ruling coalition, dominated by 
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ais: initiatives blocked. 


` Malaysia — while later registering 
-Umno Baru. The High Court has post- 
poned a hearing pending a reply from 








the Home Minister — Mahathir himself 
— to the appeal. 
The other form of attack — a legal 
allenge over the assets of the old party 
— now appears to have been stopped by 
the prime minister’s move in parlia- 
ment. 


B jo legal battles and the genuine un- 
certainty overthe Kelantan's attempt- 
ed ousting reveal a changing Malay pol- 
ity, one more receptive to open confron- 
tation rather than the traditional con- 
sensus. On 14 March, Mahathir con- 
firmed  Razaleigh's exclusion from 


Umno Baru together with about 100 | 


members of the now-defunct Umno. 
Although motions of no-confidence 
are not unprecedented in Kelantan, for 
Pas the move might have carried a tinge 
of sweet revenge. Pas brought a vote of 
no-confidence in its then chief minister, 
Datuk Mohamed Nasir, a Pas leader en- 
dorsed by Umno as the senior partner in 
the ruling National Front coalition — of 
which Pas was a member between 1974- 
77. The federal government promptly 
ought in emergency rule and when 





Umno Baru. However, some sources be- 
lieve the government has applied pres- 
sure on the MCA to “sanitise” the paper 
as a condition for republishing; certain 
editorial staff considered to be *'anti-es- 


tablishment" will be sacked, while 
others have already left. 

Although MCA sources said they 
were unhappy with some aspects of the 
old newspaper, including its giving too 
much publicity to the predominantly 
Chinese opposition Democratic Action 
Party, the initiative for restraining The 
Star has come from the MCA's Umno 
partners in the government, they said. 

However, the MCA has temporarily 
won one victory: there has not been any 


restructuring of ownership to bring in an 


Umno shareholding. This is still likely 


2 : but is not expected to take place until the 
newspaper is firmly re-established. 
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| his grassroots followers. 





civilian rule was restored and state elec- 
tions carried out in 1978, Umno wrested 
Kelantan from Pas for the first time in 
20 years. 

Now Pas wants to take advantage of 
the split in Umno, just as Umno once 
split Pas when it backed Mohamed 
Nasir, who later founded the splinter 
Berjasa party. Berjasa's participation in 
the 1978 election diluted Pas votes, 
leading to Umno's victory. Since Pas 
won 46.3% of the popular votes in 
Kelantan in the most recent state elec- 
tions in 1986, votes which it is confident 
of retaining at the next ballot, Pas hopes 
that history will soon be repeated — this 
time in its favour. 

At the assembly, Pas argued that the 
state sultan had appointed Chief Minis- 
ter Mohamed as the man commanding 
the support of the majority in the assem- 
bly, having been elected on the Umno 
ticket in the 1986 general elections and 
being the leader of the National Front 
coalition. But since Umno no longer 
existed, Mohamed also lost his man- 
date. 

In a typically Malay political tactic, 
Razaleigh himself had left for Mecca to 
perform the umrah, a minor pilgrimage, 
on 8 March — for Pas, the first clue that 
it would be standing alone. Pas had ini- 
tially been informed that it could count 
on at least 10 Razaleigh allies, or as 
many as 16; Mahathir’s supporters, 
however, maintained that only three re- 
main staunchly loyal to Razaleigh, 
while the Razaleigh camp itself counts 
13 as a maximum out of the 26 Umno as- 
semblymen. 

During the assembly debate, Umno 
assemblymen loyal to Chief Minister 
Mohamed, berated Pas for “fishing in 
murky waters." Despite the party's 
problems, explained one assemblyman, 
no Umno man would ever support Pas, 
its rival of 30 years and under whose rule 


Umno members had chafed for 20 | 


years. This was all the more so for 
Razaleigh’s men because Razaleigh was 
the man credited with delivering Kelan- 
tan to Umno and destroying that now 
would also destroy his credibility with 
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tense confrontation between farmers 


| ruling Congress party is deliberately 


| following in the countryside. Prime 


oA es 


Ferment on 
the farms 


Agitating agriculturists put 
politicians on notice 





















































By Salamat Ali in New Dethi 
he middle-sized city of Meerut, 40 
miles north of New Delhi, had prob- 

ably never seen such crowds before. | 

Farmers by the tens of thousands began _ 

converging on Meerut from 27 January. 

And they came by all manner of trans- _ 

port — trucks and tractors, scooters and. . 

cycles, bullock carts and bare feet. For 

three weeks peasant hordes numbering: 
some 100,000 laid siege to the divisional | 
commissioner's office and paralysed the | 
city. ro 

The farmers, who last year had pull- 

ed through the worst drought the coun- 

try had seen in a century, were demand- 

ing better prices for their products and a 

variety of concessions including higher 

subsidies for inputs, writing off of rural 
bank loans and a bigger say in the gov- 
ernment's farm policies. Leading the 
agitation was the Bharatiya Kisan 

Union (BKU or Indian Farmers 

Union), which boasts a following of 

more than 10 million in the state of Uttar 

Pradesh. 

The BKU decided to call off the pro- 
test to avoid violence after the agita- 
tion had continued for three weeks with 


and police, though none of its demands 
were met. But the show in Meerut of 
raw peasant power — which has also 
been evident in other parts of the coun- 
try — shook New Delhi. 

Casting off its stoicism of centuries, 
rural India is astir as never before. 
Led by a new generation of educated 
and militant leaders, Indian farmers are 
now better organised and more prone to 
agitational methods to press their in- 
terests. 

Opinion is divided on the recent up- 
surge in the farmers’ movement. While 
some consider it a mere flash in the pan, 
others see it as a more enduring 
phenomenon, a harbinger of cataclys- 
mic socio-political changes. All the 
same, politicians are nervous, because 
the farmers’ movement is independent 
of political parties and their front or- 
ganisations. The wide range of conces- 
sions granted late last month in the na- 
tional budget for 1988-89 is seen as a 
recognition of the discontent in rural 
areas. 

Opposition leaders suspect that the 


stirring up the farmers to undercut their 


Minister Rajiv Gandhi is worried that 
the peasantry is astir in Uttar Pradesh, 














the most populous Indian state. Gandhi 
is particularly concerned with the pros- 
pect of farmers throwing their lot with 
. the Jan Morcha movement — put to- 
_ gether by former finance minister V. P. 
Singh — to challenge the Congress in its 
stronghold of the Hindi-speaking heart- 
land. 

On his part, V. P. Singh is desper- 
ately trying to cultivate the rebellious 
farmers of Uttar Pradesh. He has ar- 
gued that in the decade to 1981 the rural 
economy has been drained because of 
the adverse terms of trade. He says that 
due to a disparity between the prices of 
industrial and agricultural goods, there 
has been a net outflow of Rs 450 billion 
(US$30.5 billion) from the rural econ- 
omy which impoverished the farm- 
ers. 


Especially nervous over the increas- 
ing strength of the farmers' organisa- 


tions are the rural-based parties such as 
Lok Dal. Some analysts maintain that 
Devi Lal, the chief minister of Haryana 
state where he heads the Lok Dal minis- 
try had a hand in the re- 
cent BKU upsurge in 
neighbouring Uttar 
Pradesh. But BKU's 
chief, Mahendra Singh 
Tikait, has maintained 
control and kept his dis- 
tance from all political 
parties. 

Also unhappy with 
the BKU are the com- 
munists and other left- 
wing groups who have 
for long tried to or- 
ganise the peasantry with 
little success. To their 
chagrin, the banner 
of the agrarian move- 
ment is now in the 
hands of the so-call- 
ed kulaks, the right- 
wing, land-owning farm- 
ers 
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Indian farmer: demand for higher prices. 


uary-February, anticipating that farm- 
ers would make their point in rallies and 
return to their villages in a few days. 
The authorities were alarmed when 
hordes of farmers stuck it out and 
paralysed the city for more than three 
weeks, even during the busy sugarcane 
harvesting season. 

Back in 1982 in Tamil Nadu, the TVS 
had blockaded the city of Coimbatore 
for two days with 30,000 bullock carts. 
In the same year, the KRRS succeeded 
in preventing officials from entering 
selected villages for some time, a fea- 
ture which has become popular with 
farmer groups in other states. The 
KRRS also launched investigations into 
the personal assets of corrupt offi- 
cials. Maharashtra’s Shetkari San- 
ghatana has plans to disrupt road and 
railway traffic in the state. 

As yet there is little coordination 
among the agitating farmers’ organisa- 
tions in the various states. But if these 
groups were to form a combined front, 
they could become the strongest single 





Although steadily spreading to other | political force in a country where 80% 


areas, the rural agitation has so far been 
concentrated in parts of Uttar Pradesh, 
Maharashtra, Karnataka and Tamil 
Nadu. It was started in the early 1980s 
by C. Narayanaswami Naidu who 
headed the Tamil Nadu Vivasyagal San- 
gam (TVS). Its main demand then was 
higher prices for agricultural pro- 


duce. 
T: movement slowly spread to neigh- 

bouring Karnataka where farmers 
rallied around Karnataka Rajya Raita 
Sangha (KRRS) led by law professor 
M. D. Nanjundaswamy. Then came 
Maharashtra’s turn, where the Shetkari 
Sanghatana, led by Sharad Joshi, 
emerged to dominate vast areas of the 
state’s countryside. The trend spread 
northwards as the BKU launched its 
own agitation last year in Uttar 
Pradesh. | 

Initially, the state government ig- 
nored the BKU's siege in Meerut in Jan- 
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of the population lives in the coun- 
tryside. The government is aware of this 
vast potential of peasant power. The 
Congress party has tried to win the 
farmers’ support by various means in- 
cluding organising so-called loan con- 
gregations, or festivals. Congress politi- 
cians preside over these gatherings, 
dishing out loans to farmers from 
nationalised banks, particularly on the 
eve of elections. 

However, this ploy backfired at the 
recent state elections in Haryana. The 
Lok Dal swept to power through a sim- 
ple counter-measure: it asked the farm- 
ers to take the loans arranged by the 
Congress but vote against that party, 
because once in power the Lok Dal 
would write off all the farm loans. 

While there is no uniformity of de- 
mands by farmers all over the coun- 
try, most boil down to: increased sub- 
sidies for inputs like power, fertili- 
sers and farm machinery; waiving of 
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famines; higher pri 


new generation of farmers is acutely 
conscious of the steady impoverishment 
of the countryside, while the face of 
cities has changed rapidly through in- 
dustrial growth. As the government is 
the largest employer in the country, the 
farmers also want reserved quotas in 
government services for their children. 
he Congress as well as the com- 


Moos argue that the farmers' agita- 
tion is confined to a bare 10% of the 
rural households in the country and it 
does not involve the vast segment com- 
prising small and marginal farmers and 
landless peasants. They point out that 
landless wage earners in the rural eco- 
nomy have grown by 60% since the 
1960s. The agitating farmers are those 
who produce marketable surpluses and 
wish to enhance their wealth and, in 
turn, their social clout. 

It should be not 
that only 10% of the 
agricultural households 
own 55% of the total 
farmland. Half of the ir- 
rigation facilities are 
controlled by 13% of 
households that own 
more than 4 ha of land 
each. In contrast, some 
59% of the farming 
households have access 
to only 9.5% of the irri- 
gation facilities. 

The government's di- 
lemma is that despite its 
loud protestations of 
support to the farmers, it 
faces severe limitations 
when it comes to doing 
anything substantial to 
meet their demands. As 
in the latest budget, it 
can only make symbolic gestures like 
promises of loans for pumping sets an 
homesteads to marginal farmers. Othe, 
official. incentives include free un- 
employment insurance for rural labour 
and a cost-free supply of electricity to 
the dwellings of the rural poor. The sub- 
sidies on fertilisers and other farm in- 
puts are already a strain on the national 
resources, and the minimum prices 
guaranteed for agricultural produce 
have pushed Indian farm prices far 
above the international level. 

The government has maintained that 
acceptance of the agitating farmers' de- 
mands would upset the equilibrium in 
the rural areas and lead to greater infla- 
tion — which is already in the double di- 
gits. The inputs demanded by the farm- 
ers — in adequate quantities and at eco- 
nomic cost — cannot be provided with- 
out modern industries and infrastruc- 
ture developing at a faster rate than 
farming. But the farmers are not con- 
vinced. 
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|. By Nayan Chanda in Washington 

| gwhinese Foreign Minister Wu Xue- 
| Wrqian's recent US visit failed to 
| resolve serious differences between 
| Washington and Peking over China's 
| arms sales to Iran. 

Despite this stumbling block, the 
| two sides proclaimed Wu's trip a suc- 
|. cess, noting that China agreed in princi- 
| ple to accept American Peace Corps 


| volunteers in China — after rejecting | 





i < the idea for nearly a decade — and that 
|. the US agreed to resume the review pro- 


| cess for liberalising technology transfers 


= to China. 


| However, administration sources 


|..told the REVIEW that implementation of | 


* *hese policies could take a long time. 
efore further relaxing export controls 
arfecting China, Washington wants Pe- 
king to stop exporting Silkworm sur- 
face-to-surface missiles and all other 
types of anti-ship missiles that could 
find their way to lran and threaten 
American sailors and ships flying the 
US flag in the Gulf. Long and difficult 


negotiations stand in the way of any - 


early deployment of Peace Corps volun- 
teers in China, the sources said. 

One result of the focus on the thorny 
issue of Chinese arms sales was that the 
US avoided making much fuss about 
Tibet, the scene of anti-Peking vio- 
lence recently. While Reagan did not 
raise the subject — despite receiving a 
letter from the Dalai Lama, Tibet's re- 
ligious leader who lives in exile in India, 
prior to Wu's visit — US Secretary of 
State George Shultz broached it in a 
perfunctory manner. Administration 
sources, who privately conceded that 
the US should have been more forceful 

n alleged human-rights violations in 
-ibet, explained that the talks were 
broad in scope and that the US did not 
have enough time for serious discussion 
of the situation. 

On 9 March, a State Department 
spokesman said: "We are encouraged 
by Chinese statements and actions re- 


anti-ship missiles, such as the Silkworm. 
We have therefore decided to resume 
the export-control liberalisation process 
for China." 

However, senior administration offi- 
cials later said Wu's assurances on 
Chinese arms sales have been little 
more than a reiteration of Chinese as- 
surances made since a US freeze on 
technology-transfer liberalisation in 
October 1987. Despite evidence of mas- 
sive arms shipments, China has re- 
peatedly said that it has no direct arms 
trade with Iran and that “China has 
adopted strict measures to prevent 
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garding Iran’s acquisition of Chinese | 


Wu greeted by Shultz. 


Silkworm missiles from flowing into the 
international market." 

An administration official said the 
decision to resume the review of 
technology-transfer liberalisation was 
not based on any new Chinese assur- 
ances but on the basis of US observa- 
tions that, since November 1987, China 
has lived up to an earlier promise to con- 
trol more closely Silkworm sales. 

The decision to remove the freeze on 
technology-transfer liberalisation oc- 
casioned a bitter dispute within US 
Government agencies, with the state 
and commerce departments favouring 
the move and the Pentagon opposing it. 
While the State Department is keen to 
strengthen Sino-Amercian relations be- 
fore the US-Soviet summit, scheduled 
in May, and the Commerce Department 
is promoting all kinds of US exports, the 
Defence Department remains con- 
cerned about what it believes to be con- 
tinuing Chinese arms sales to Iran — 
possibly including other types of anti- 
ship missiles. 


Sos said the internal debate was 
resolved in a compromise shortly 
before Wu's arrival when the White 
House accepted the State Department’s 
position. Although a liberalisation 
package was ready in October 1987 — 
when the freeze was imposed — it was 
decided to begin a fresh review process 
while waiting to see whether the Ehinese 
would sell other sensitive missiles abroad. 

The reason the State Department 
pushed for a positive announcement on 
the technology issue was that Peking 
had made it a litmus test of the current 
strength of Sino-American relations. A 
Soviet media effort to exploit strains in 


| signals to the Chinese military. Many 





















Sino-American relations — n 
such issues as Washington's champion- 
ing of the Tibet human-rights issue 
and its freeze on technology-transfer 
liberalisation — made it essential for the 
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nouncement of the review, with- 
out any comprehensive assur- 
ances from Peking on Chinese- 
arms sales, could send the wrong — 













































analysts here believe that the arms sales ` 
were initiated by China's defence indus- 
try, which has argued that US objec- 
tions to such sales were not serious. 
Some US Government officials ex- 
pressed displeasure at the way the 
media seemed to be suggesting that 
Washington was about to liberalise 
technology-export controls sometime p 
soon. “We simply have made a commit-. |. 
ment to restart the interagency review | 
rocess. The process could take avery | 
ong time indeed, and then it will go |. 
for Cocom review," an administration | 
source said. He indicated that the US | 
wants to see how the Chinese behave 
before giving the green light for raising | 
the technology-transfer threshold. 
While Wu repeated Peking's earlier |. 
pledge not to sell Silkworms — a Nato | 
appellation for one of China's Hai Yang 1. 
series of missiles, based on the Soviet- | 
designed Styx surface-to-surface missile 
— he studiously avoided any assurances 
on other types of anti-ship missiles, 


DAMNIS.) 
which US intelligence suspects China of | 
supplying to Iran. Administration offi- 
cials also failed to win Chinese support | 
for a UN Security Council resolution to 
put an embargo on arms sales to Iran. 
The bottom line of the Chinese posi- 
tion, one administration official said, ts - 
that Peking would accept the UN resol- 
ution only after Moscow has done so. — 

Currently, items from 32 categories : 
of technology with possible military use - 
are in the US administration's “green 
zone." The Commerce Department can 
issue export licences for green-zone 
items without consultation with either 
the state or defence departments or with | 


other US security bodies. ^n 
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‘By Michael Vatikiotis in Jakarta 
: | ndonesian politics may never be the 
Msame again. The consensus after the 1- 


sultative Assembly (MPR) in Jakarta 
was that the re-election of President 
Suharto to his fifth consecutive five- 
year term proved more than routine and 
may have widened the boundaries of 
political action further than at any stage 
in the past 20 years. 

"There has been more openness, 


Minister Emil Salim, who like all minis- 
ters is a member of the 1,000-member 
MPR. But other factors lie behind the 
division of the assembly over the choice 


the election of the president himself by a 


science. 

Attention focused on the unpre- 
cedented way the usually routine choice 
of vice-president was played out. In past 
years, Suharto has made his choice 
known and the MPR has unanimously 
endorsed his decision. But this time, the 
president let it be known that the fac- 
tions in the MPR should throw up the 
candidate who would best fit certain 
criteria. 

These included the stipulation that 
the candidate be acceptable to the 
people "who express their support 
through the dominant political group." 
Clearly the president was referring to 
Golkar — the government's functional 
group which achieved a 73% majority in 
last April's parliamentary election. And 





11 March session of the People's Con- 
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| Vice-presidential nomination reveals divided assembly 


more dialogue," said Environment || 


of vice-president and the interruption of | 


senior army officer with a troubled con- - l 









TEMPO 


Sudharmono: symbol of bureaucracy. 
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so it seemed more or less obvious that 
Suharto supported the nomination of 
his long-serving state secretary, Sudhar- 
mono, who is also chairman of Golkar. 
But the president's criteria also left the way 
open for the nomination of other candi- 
dates by the factions within the MPR. 
The nomination of Jailani Naro, the 
leader of the Muslim-backed United 
Development Party (PPP) on 29 Feb- 
ruary, came as little surprise, but few 
believed he would take his candidacy as 
far as he did. Naro spent much of the 
MPR session basking in the publicity his 
nomination had generated. For the 59- 
year-old West Sumatran, it was a 


Votes for the futu re 





[ is tempting to regard any period of 
intense political activity in Indonesia 
as a sign of approaching liberalisation. 
Politicians express themselves openly 
. and the press is given greater licence to 
| print what they say. Balanced against 
this is the fact that such activity gener- 
ally occurs only once every five years 
and is rarely allowed to be taken any 
| further in the intervening period. The 
. key question then is, to what extent pre- 
. cedents have been set in 1988 which will 
. befollowed up in 1993. 

The fact that the People's Consulta- 














< time since 1978 on government policy 
. proposals instead of reaching a consen- 
| Sus, is being regarded as significant. 
< Two votes on 8 March, over amend- 
ments proposed by the Muslim-based 


IR 


tive Assembly (MPR) voted for the first | 


Intensified political activity possible after assembly 


United Development Party (PPP) to 
draft decrees concerning general elec- 
tions and religious issues, were forced 
by the PPP, and appeared to lend credi- 
bility to the party as a source of opposi- 
tion to the government. “We have 
shown that democracy is alive here,” 
said a PPP spokesman. 

On the other hand, the amendments’ 
rejection by the majority of the assem- 
bly (280 votes to 28 on general elections 
and 288-30 on religious issues) is a sign 
that the government is reluctant to 
strengthen the role of political parties. 
The amendments to the general election 
decree called on the government to give 
the parties more freedom to operate at 
the village level and organise elections. 
The two main religious issues concerned 
their request for Islam to be taught in 
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chance to r 





: o regain thi ence of his 
party, which has been weakened by a 
split over the leadership and the loss of 
almost half its share of the vote at the 
last election. 

Naro’s nomination, together with 
the PPP’s sustained stand on amend- 
ments to the five-yearly Outlines of 
State Policy, forcing a rare vote by the 
MPR, electrified the assembly and gen- 
erated a sense that new political ground 
was being broken. “He has become a 
symbolic figure for those who feel the 
need for political diversity and who are 
reluctant to accept what seems to be 
prearranged decisions,” declared an 
editorial in the English-language 
Jakarta Post newspaper. Naro was care- 
ful, however, to interpret his candidacy 
using the president’s words — never once 
suggesting he was mountingachallenge. 

One view is that the armed forces 
(Abri), which may have encouraged the 
PPP to take its stand during the assem- 
bly, is now firmly committed to the de- 
velopment of a more independent legi^ 


lative branch of government. 
B ut when it became apparent that the 

issue may have to be put to a vote by 
secret ballot, a sense of unease engulfed 
the assembly. The issue of voting 
brought home to many observers the 
difficulty of applying Western democra- 
tic principles to the Indonesian situa- 
tion, Traditionally, Indonesian politics 
has worked on the principle of reaching 
decisions by hammering out a consen- 
sus. “Voting is not our style of demo- 
cracy," former armed forces com- 
mander Gen. Benny Murdani told the 
REVIEW. More to the point, a vote in 
the MPR would have revealed less than 
unanimous support for Sudharmono as 
vice-president. 

sudharmono was nominated by his 
own Golkar faction and the MPR 


primary schools and for a weakening of 
the definition of Javanese mysticism as : 
religious belief. —— 

As for the parties themselves, the big 
surprise was the performance of the 
PPP compared with the other minority 
opposition grouping, the Indonesian 
Democratic Party (PDI). During the April 
1987 elections, it was the PDI which ap- 
peared to show most promise as an inde- 
pendent force for the future. But since 
then, the party has suffered internal 
problems and contributed little to the 
March general session of the assembly. 

The PPP will certainly be interesting 
to watch in the coming months. But 
opinions are divided over whether PPP 
chairman Jalaini Naro’s campaign for 
the vice-presidency — abandoned just 
before the issue would have come to an 
unprecedented vote against the ruling 
party Golkar’s nominee, State Secret- 
ary Sudharmono — has strengthened or 
weakened his party. 

Naro told the REVIEW that his action 
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Saves on 2 March. The minority op- 
tion Indonesian Democratic Party 
+ (PDI) — and, more importantly, the 

powerful Abri faction — only went as 
far as supporting his candidacy. Sudhar- 
| mono, though a retired army lieuten- 
ant-general, is not considered within 
Abri circles as a "soldiers soldier." A 
lawyer by training, he has had no signi- 
ficant experience of command in the 
field, and since 1973 has symbolised the 
power of the bureaucracy. 

Several newspaper reports also stress- 
-ed that the vice-presidential candidate 
should have had no associations with 
| communism, thought to be an oblique 
| reference to Sudharmono's rumoured 
membership of an association that had 
|. communist sympathies before 1965. Ac- 
| cording to sources at the assembly. 
there was concern that a vote by secret 
. ballot would add substance to the sug- 
-gestion that the Abri faction was in fact 
| opposed to Sudharmono. "A vote 

ould create hard feelings," Murdani 
Id the REVIEW. 

Evidence of Abri's strong feelings 
about the vice-presidency emerged 
after the unexpected interruption of the 
10 March plenary session of the assem- 
bly shortly after Suharto's re-election by 
acclamation. Leaping to the podium, 
Brig.-Gen. Ibrahim Saleh grabbed the mi- 
crophone and began reading a prepared 
speech. "We Indo- , 
nesian soldiers who || 
believe in God and 
defend honesty and 
justice, have heard 
rumours that the no- 
mination of the vice- 
president is not being 
fairly carried. out," 
he said. But before 
he could elaborate, 
Murdani, among 








may have created 
difficulties" for the 
party because it 
went against the 
wishes of the presi- 
dent. Others con- 
sider that even if 
Naro himself loses 
the chairmanship, the assertive be- 
. haviour of the faction in the assembly 
-has lent it credibility. 


j 
| 


B ut experience has shown that the 
KJ main obstacle to the strength of po- 
litical groups in Indonesia is their ten- 
dency to divide among themselves. Ac- 
| cording to Abdurrahman Wahid, chair- 
.] man of the country's largest Muslim or- 
| ganisation, the Nahdatul Ulama, “the 
parties have been strengthened by 
^| events in the assembly, but they will 
-] bicker amongst themselves and the out- 
. | look is still bleak.” 
However, the new vice-president is 
also the current chairman of Golkar, the 
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Brig.-Gen. Saleh interrupts the plenary session. 





others, had persuaded him to leave. 


Saleh, a South Sumatran and promi- 
nent member of the Srivijaya regiment, 
is a lecturer at the Seskoad Military 
Academy in Bandung, and is thought to 
be a candidate for the governorship of 
South Sumatra. Although it is not 
known what prompted the incident, the 
impression left was one of dissatisfac- 
tion within certain quarters of the 
armed forces. 


Mies Naro pressed on with 
$ what he saw as his right by the 1945 
Constitution, and judging by the reac- 


| tion in the assembly his stand had the 


support of many members outside his 
faction. Naro was applauded after pass- 
ing the examination for candidacy on 11 
March. “Even if he is a candidate for a 
few hours, he has made history," said 
one observer. That place has been 
earned by his successful forcing of the 
president's hand. Some analysts have 
suggested that in allowing more than 
one candidate for vice-president to 
emerge, the president was testing the 
deliberative powers of the MPR with a 
view to creating a stable mechanism of 
succession. Under the 1945 Constitu- 
tion, the MPR has the right to elect the 
president and the vice-president — a 
right that has never been fully exercised 
under the New Order. “He [Suharto] is 
building a system to manage the succes- 





majority party in the parliament. Envi- 
ronment Minister Emil Salim believes 
this has set an important precedent 
which could eventually lead to the elec- 
tion of party leaders to executive office. 
According to Salim there is certainly a 
case to be made for the future use of vot- 
ing in the next general session of the 
MPR in 1993. 

It is also difficult to resist the argu- 
ment that what happened in the MPR 
will have repercussions on political acti- 


| vity in Indonesia over the next five 


years. But despite the problems the 
minority parties have in maintaining 
party unity, there is a reluctance on the 
part of the political establishment 


sion rather than creating 
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| mono as his successor. 


' changes in Indonesian political be- | 
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prince," Salim told the REVIEW. E 

But if this was the case, then the plan 
may have backfired. Naro’s insistence 
forced the president to indicate his 
choice in line with a 1973 MPR decree 
which grants him the right to do so. But 
this almost certainly was precisely what 
Suharto wished to avoid in the first 
place. Some analysts argue that, rather 
than being a gesti :*^democratisa- 
tion," Suharti 4 
presidency iss 
at softening 


forcing a vote o 
ing a letter from tt 
Naro from the conte 
Kharis Suhud ann 
old Sudharmono wou 
next vice-president — 
serve under Suharto. ER 
Some analysts feel the president had. 
no alternative but to make Sudharmono - 
vice-president. He has served the presi- 
dent loyally since the early days of the 
New Order. Moreover, as state secret- 
ary he had tangible power — con- 
trolling access to the president as 
well as many key aspects of the bureau- 
cracy. In appointing him, Suharto has 
both rewarded a faithful servant and re- 
moved him from centre stage. The vice- 
presidency is considered a largely cere- 
monial position. Suharto's recent sig- 
nalling that he will serve the full length 
of his fifth term is also being interpreted 
as an indirect way of ruling out Sudhar- 


However, given the marked opposi- 
tion to Sudharmono revealed during the 
assembly, Suharto may find it more dif- 
ficult to balance the forces of power in 
the country in the next five years. [c 


to expand political liberalism too far. 

Golkar secretary-general, Sarwono 
Kusumaatmadja, who is known to sup- 
port a more open political climate, 


| suggested that though there were signs _ Us 
| of a more "democratic" atmosphere, "it. |. 


will be too much if we expect dramatic |. 


haviour.” One reason for this, political - 
scientist Juwono Sudharsono believes, - 
is that “ultimately, the fulcrum of politi- 
cal life will continue to centre on the 
president." 

Yet, judging from the calm, business- 
like way proceedings in the assembly 
were guided by MPR chairman and house 
speaker, Kharis Suhud, many will now 
pay closer attention to the activities of 
parliament. If his reference to the need 
to *cope with abuses of power" and the 
*promotion of the legislative branch" 
are followed up, the next five years 
could well prove that the "Indonesian | 
style of democracy" is entering à 
dynamic stage. — Michael Vatikiotis | 
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Diplomatic deadlock 


'By Ahmed Rashid in Geneva 


: AS two weeks of hectic negotia- 
AP tions in Geneva, the UN-spon- 
sored peace talks on the Afghanistan 
conflict headed for a stalemate. The two 
main issues on which the talks were 
deadlocked related to Pakistan's insist- 
ence that an interim coalition govern- 
ment be formed in Kabul during the 
Soviet troop withdrawal, and a US de- 
mand which would require Moscow to 
cut its military aid to the Kabul re- 
gime. 

For six years, the patient and deter- 
mined UN mediator Diego Cordovez 
has been holding "indirect talks" be- 


Pakistan does not recognise the com- 
munist-run Kabul regime. There was 
considerable optimism at the latest 
round of talks as it began on 2 March, 
which was billed by Moscow and Kabul 
to be the last round. The run-upto this ses- 
sion was marked by the dramatic decla- 
ration on 8 February by Soviet leader 
Mikhail Gorbachov that Soviet troops 
would start withdrawing from Afghanis- 
tan by 15 May, if a peace agreement was 
signed in Geneva by 15 March. 

In the first week of negotiations, 
without giving any prior indication, the 
Afghan delegation stunned everyone by 
declaring that Soviet troops would com- 
plete their withdrawal in nine months, a 
month less than previously offered by 
Gorbachov. For good measure, the Af- 
ghans added that half the Soviet troops 
would pull out in the first three months. 
This was to meet a Washington demand 
that the withdrawal be “front-ended.” 
Thus, Pakistan came under pressure to 
sign an agreement. 

Zain Noorani, Pakistan's acting 
foreign minister and the head of the 
country's delegation to the talks, made 
a weekend dash to Islamabad during 5-6 
March to confer with government 
| ministers and to brief opposition lead- 

. ers, who had agreed to hold an unpre- 
cedented round-table conference with 
the government to discuss the Afghan 
issue. However, Noorani returned with 
no change in his government's stand. 
Islamabad has insisted that Moscow 
and Kabul help in forming a coalition 
government in Afghanistan which 
would include the Muslim mujahideen 
guerilla groups and representatives of 
| the Afghan refugees based in Pakistan. 
| The interim Afghan regime is meant to 
ensure that no civil war occurs once 
Soviet troops withdraw. "Is anybody in 
the world prepared to have on their 
hands the blood of thousands and 
thousands of Afghan people who will 
lose their lives unless we come to a com- 


tween the two sides in Geneva because | 





-Moscow and Pakistan stick to their guns 


| 
i 
| 
prehensive settlement, [including an in- | 
terim regime]?" asked Noorani. | 
Despite a media blitz in the second | 
week by Soviet and Afghan officials in | 
Geneva, in which they accused Pakistan | 
of stalling a peace agreement, Is- 
lamabad continued to stick to its posi- 
tion. The Soviets maintained that dis- 
cussion of such an interim government 
was outside the Geneva terms and 
hence could not be discussed. Earlier, 
Cordovez had said that the formation of 
anew Kabul regime was not part of the 
negotiation. But Pakistan remained | 
adamant and the talks became dead- | 
locked. | 
The Soviet Union also rejected 
Washington’s persistent demand that 
Moscow should sever its military aid to 
the Kabul regime at about the same 






Pakistan s head negotiator Noorani, centre, 





time as the US cuts off its own aid to the | 
mujahideen guerillas. "This is not a sub- | 
ject of negotiations and not a part of | 
Geneva,” said Nikolai Kozyrev, the 
Soviet special envoy at Geneva during a 
press conference. 


talks also admitted that there had 
been no agreement on three minor points 
within the four instruments of the 
Geneva accord. However, Cordovez 
has managed to get basic agreement on 
a 40-man UN monitoring force headed 
by a Finnish general, which would be 
deployed in Afghanistan to supervise 
the implementation of the agreement. 
Meanwhile, the Office of the United 
Nations High Commissioner of Ref- 
ugees (UNHCR) has also begun draw- 
ing up plans for the eventual return to 
Afghanistan of 3.2 million refugees in 
Pakistan and another 2 million in Iran. | 


| 
B ome closely involved with the 
| 
i 
| 
| 
UNHCR teams have visited Islamabad | 








at the Geneva talks. 








nd Kabul and official : REVIEW 
that the refugee body had already for- 
mulated five possible plans and would 


need a minimum of US$10 million for 
the initial repatriation of refugees. 

By the third week of the talks, it was 
evident that any breakthrough had to 
come from the two superpower delega- 
tions, which have been meeting Cor- 
dovez as well as their respective allies 


| daily. Heading the two delegations, 


which have kept a watching brief on the 
talks, are Robert Peck, the US assistant 
secretary of state, and his Soviet coun- 
terpart, Kozyrev. 
Meanwhile, in recent weeks the 
seven-party Afghan guerilla alliance 
based in Peshawar has faced increasing 
divisions, as the battlelines were drawn 
for post-settlement rivalries, between 
the three moderate and four fundamen- 
talist parties. After Pakistan applied 
suitable pressure, a semblance of unity 
returned to the alliance which agreed to 
send a delegation to Geneva even 
though all the guerilla groups reject tF ^ 
Geneva peace process because they a 
not a party to it. 
A senior Afghan diplomat in Geneva 






told the REVIEW: "We are ready t 
meet with any opposition delegatio.. 
anywhere in the world, even in 
Geneva." However, the guerillas would 
be unlikely to request any such meeting 
with Afghan diplomats. 

Diplomats close to the talks said that 
unless all sides were prepared to com- 
promise rather than continue the public 
posturing that has gone on, the arrival 
of the mujahideen delegation could 
drag out the talks further. Cordovez has 
been willing to call for an all-party con- 
ference of all Afghans in Geneva, to try 
and settle the coalition issue. However, 
he has been told by the Soviet-Afghan 
side that they are not interested unless 
Pakistan signs an agreement first. 

Short of a superpower-initiated 
breakthrough, the talks could drag on 


until the next meeting between US Sec- 


retary of State George Shultz and his 
Soviet counterpart Eduard Shevard- 
nadze in late March. 
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The MIT Program for Senior 
Executives 


A nine-week general management 
program, suitable for a broad range of 
top-level general or senior functional 
managers from a wide variety of 
backgrounds. 


An interdisciplinary study of manage- 
ment and the economic, social, and 
technological environment of the 
organization. The Program addresses 
major current concerns of senior man- 
agement, including global competition, 
human resource management, and 
information systems technology. 


Offered twice yearly, from March to May, 
and from September to November. 






School of Management 
Executive 
Education Programs 


The Alfred P. Sloan Fellows 
Program 


A twelve-month program leading to 
the degree of Master of Science in 
Management, designed to broaden 
and develop outstanding but typically 
specialized mid-career executives for 
more general and senior management 
responsibilities in the future. 


Applicants should be in the middle-to- 
upper-middle management or staff 
positions with approximately ten to 
twelve years' experience. 


Applicants are nominated and spon- 
sored by private and public sector 
organizations, selected by MIT, and 
appointed Alfred P. Sloan Fellows. 





The Management of Technology 


Program 


A twelve-month program leading to 
the degree of Master of Science in the 
Management of Technology offered 
iointly by the MIT Schools of Engineer- 
ing and Management, for women and 
men with engineering or science back- 
grounds, and five to ten years' technical 
work experience. 


Short summer programs in functional 
areas are also available. 


Executive Education Programs 
MIT School of Management, E52-126B 
Cambridge, Massachusetts 02139 
Telephone: 617-253-7166 

Telex: 79761 (MIT SLOAN UD) 

Fax: 617-258-6002 


















-Did you know that a vacation in Switzerland can be anywhere from 193 to 4634 meters 
above sea level? You could swim in one of our many lakes, or enjoy the. Scenery from — 
horseback. You could be playing golf or tennis. You might decide to Swap. ' ur city shoes 
- for hiking boots. You could try climbing mountains or skiing down. them. Swissair. not 
only offers you a comfortable flight, but can also arrange everything | 








from hotels. and 
Scenic tours to mountain guides or a hot air balloon. All at very reasonable. prices. Full 
details, together with the facts you'll need to choose the right foot- 


wear, are in the latest edition of “Switzerland and the Apine World”. 

















Democrats fare well in an election reflecting waning interest 


By Emily Lau in Hongkong 

H ongkong took another small step to- 
wards limited representative gov- 

ernment on. 10 March when 430,000 

people cast their ballots in the territory's 

third district board elections. The turn 

out was 3096 of 1.6 million registered 


| voters, less than the 37.5% who voted 
for. district board candidates in 1985. 


District boards were set up in the early 
1980s to advise government on local is- 
sues. They have no executive power and 


| few financial resources. 


Hongkong Governor Sir David Wil- 


| son, who was in Japan promoting trade 


on election day, said that there was 
*great enthusiasm" for the election and 
that the turnout was "reasonable." Wil- 

yn said the February publication of the 


-government's white paper, or policy 















members to each 


document, on representative govern- 
ment did not have any adverse effect on 
the turnout. 

The government said in the white 
paper that the right of district boards to 
elect 10 members to the Legislative 
Council (Legco, Hongkong's lawmak- 
ing body) would be abolished in 1991. 
The white papet also said that the intro- 
duction of direct elections to Legco 
would be delayed until 1991. 
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Commentators and the territory's | 


pro-democracy lobby said the poor dis- 
trict board poll turnout was a demon- 


stration of the public's disgust and frust- - 


ration at what they called the govern- 
ment’s “misguided decisions" in the 
white paper. 

An editorial in the local communist 
newspaper Wen Wei Po said the poor 
turnout indicated voter apathy and in- 
adequate civic education. Thus, it con- 
Juded, the decision to delay direct elec- 


ions to Legco for a few years was cor- - 


rect. China has opposed the introduc- 


- tion of direct election before 1990, when 


Peking will promulgate its Basic Law, a 
mini-constitution for Hongkong after 
1997 when the territory becomes à 
special administrative region of China. 
“hina also opposes expanding the pow- 


..| ers of the district boards. 


In all, 459 candidates stood for elec- 


| tion to 230 seats on 19 district boards. 
. Of the candidates, 212 were incumbents 


and of these, 163 won against their op- 
ponents. Thirty-four candidates were 


| returned unopposed. Another 144 dis- 
| trict board members will be appointed 


by the government in late March. Ap- 

pointed members usually hold the ba- 

lance of power because elected mem- 

bers are often split into opposing 

camps. Rumours are rife that the gov- 

ernment might DE two pro-Peking 
istrict board. 


— 
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The former chairman of Wanchai 
District Board, Peggy Lam, who was re- 
turned unopposed to the board, was re- 
cently appointed to the Chinese 
People's Political Consultative Confer- 
ence (CPPCC), a communist united- 
front organisation. A number of other 
district board members are appointees 
to provincial or district CPPCC bodies. 

Of the newly elected district board 
members, 60% are under 40, 40% have 
received tertiary education. Fifty candi- 
dates are in business, 53 hold adminis- 
trative or executive positions, 40 are in 
education, 39 are social workers and 36 
are other professionals. 

People in Hongkong had never had 
much time for the powerless district 
boards until 1985 when the boards were 







given the right to elect 10 members to 
Legco. But the recent decision to 
abolish that right in 1991 was seen as a 
blow to the district boards. 

However, since the district boards 
can still elect 10 members to Legco in 
September, various political factions 
fought to exploit this last opportunity. 
Many saw the elections as a warm-up 
for the 1991 direct elections to Legco 
and as a chance to build local support. 


A: a result, there was intense canvass- 
ing and political mobilisation by 
the communist-backed organisations, 
traditionally conservative political and 
residents’ bodies, and the liberal pro- 
democracy lobby. There were several 
complaints to Hongkong’s Independent 
Commission Against Corruption alleg- 
ing inaccurate voter registration. In 
one case, 40 people were said to have 
registered a school as their home. 


| they may only be able to influence 


| the total was returned. In many ca 


| dents who only wanted 


















































The democrats fielded abou 
candidates and scored an impres 
victory by capturing about 70% of 
seats contested. But they failed to ga 
majority in any district board. Atb 


or three seats in the September indi 
election to Legco. x 

The communist camp fielded near 
100 candidates, a government sow 
said. Of these, 50 are believed to ha 
solid leftwing connections. A third o 

de 

pro-communist backgrounds we 
camouflaged, with these candid 
stressing their credentials as local re 








community. Only in th 
Hongkong’s New Territories dic 
dates publicly admit to being lir 
with China. Nb 

Most of the candidates' election plat 
forms were remarkably similar, concen 
trating on such local issues as hygiene 
housing-estate security, rubbish collec- 
tion, the environment and recreation. 
However, voters seemed to have ma- 


YOU SEE. THEY DONT =| 
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tured since district board elections were 
held three years ago. Many said they | 
had read the election literature and had | 
taken into consideration the candida 

ast performance, their history of 
ing the community, education, prote 
sion and knowledge of the district. 
Some voters said they took into account - 
endorsements of prominent political- 
personalities. 

Many of the candidates from the pro- 
democracy lobby were drawn from 
three political organisations — Meeting 
Point, the Association for Democracy - 
and People’s Livelihood, and the Hong- . 
kong Affairs Society. They were sup- 
ported by Legco members Martin Lee, 
Szeto Wah, Conrad Lam and Desmond 
Lee. The latter two are also district 
board members. de 

All seven Legco members who ran. 
for district board seats were returned. 
Another two much sought after patrons - 















were Elsie Elliott Tu, vice-chairman c 
Hongkong’s Urban Council, and La 
Chin-shek, director of the Christian In- 
dustrial Committee. Both are well- 
known fighters for the working class. 
The territory's conservatives, who 
are pro-business and against political 
change, operated in alliance with tradi- 
tional district interests. The conserva- 
tive cause's main champions were Maria 
Tam, a Legco member and a member of 
the Executive Council (Hongkong's 
policymaking body), and Legco mem- 
_ bers Stephen Cheong and Selina Chow. 
Tam is the head of the political organi- 
sation Progressive Hongkong Society 
and supported about 70 candidates. The 
conservatives campaigned long and 
hard against democracy-lobby candi- 
dates, enlisting the help of beauty 
queens and TV stars. 
In some cases, the conservatives 
even endorsed candidates from the pro- 
communist camp, which is also against 
political change. Pro-communist candi- 
| dates were supported by Legco mem- 
| bers Tam Yiu-chung and Ho Sai-chu. 
| Tam Yiu-chung is a vice-chairman of 
| the communist-controlled Hongkong 
|. Federation of Trade Unions (FTU). Ho 
| isa CPPCC member. 








G overnment officials have privately 
5 expressed concern over the mobilisa- 
<} tion of the Chinese Communist Party in 
the election. They believe that elections 
on a one-person, one-vote basis would 
be an easy way for the communists and 
their sympathisers to enter the Hong- 
kong Government structure, given their 
extensive network in the community. 
This has been a key reason why some 
government officials oppose direct elec- 
tions to Legco. "Whenever the com- 


munists see a vacuum, they'll move into - 


fill it. Direct elections will throw the 
government wide open to communist 
infiltration," an official said. The com- 
munists’ unimpressive showing may 
alter that conviction. 

The FTU fielded 12 candidates and 
Us| eight of them won seats. The com- 
. ] munists' strategy has been to sponsor 
candidates who are presentable and 
who have backgrounds acceptable to 
the general public. These include bank- 
ers and other professionals. The com- 
 munist organisations and their support- 
. ers campaigned long and hard, and 
. even mobilised employees of China- 

~ based companies to do canvassing. 
"Many pro-communist candidates 
lost either because their opponents 
were too strong or because thev did not 
have enough experience working in 
their respective districts. In many cases, 
voters were unaware of the candidates' 



















because the media were reluctant to ex- 
pose their backgrounds, and even oppo- 
nents hesitated to make the pro-Peking 
cönnection an election issue, with some 
not wanting to embarrass Peking while 
< others feared future retribution. 
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pro-communist background. This was- 
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SINGAPORE 


Lee Kuan Yew dominates debate on Team MPs 


By Michael Malik 


Fo the third time in 18 months, Singapore Prime Minister Lee Kuan Yew 
has staged a political TV spectacular to put his case over controversial issues 
directly to the people. 2 

For about two hours each evening for three days from 7-9 March, viewers of 
the two main channels saw Lee, First Deputy Prime Minister Goh Chok Tong 
and Minister for Trade and Industry Lee Hsien Loong — the prime minister's 
son — dominate the hearings of a 13-member parliamentary select committee 
on a constitutional amendment to introduce Group Representative Constituen- 
cies (GRCs), or Team MPs. 

The two previous televised hearings in which the prime minister figured 
largely were on parliamentary privilege — during which he castigated then op- 
position MP J. B. Jeyaretnam — and on changes in the constitution of the Law 
Society aimed at Francis Seow, another outspoken critic of the government. 

The Team MPs proposal will make it possible to group up to half of the 79 
constituencies in the present parliament into units of three which would have to 
be contested by a team of three, at least one of whom must come from a minority 
race — basically a Malay or Indian. 

Lee in January went to extraordinary lengths to convince both parliament 
and the people that he strongly believed that such an arrangement was neces- 
sary to preserve multi-racial representation in parliament. 

Those opposed to the idea have claimed that in reality the move is to obstruc 
the growth of opposition representation in parliament —_warisnequeien ——— | 
because it will be difficult for them to field groups of |= 
three viable candidates. 

Most of the televised edited highlights of the com- 
mittee sittings were dominated by the prime minis- 
ter hammering home time after time the danger of ra- 
cial friction, the imbalance in political representa- 
tion and the fact that despite the ruling People's 
Action Party's multi-racial basis, and all the efforts, it 
has failed to produce a multi-racial society. 

In order to emphasise the danger, it seemed to 
some observers that Lee painted too pessimistic a pic- 
ture of race relations. When one witness — lawyer C. 
C. Tan, a member of the then legislative council before 
independence in 1949 — argued against the need for 
GRCs because inter-communal relations had im- 
proved over the years, Lee argued him down. 

When the lone member of the opposition in parliament, Chiam See Tong, 
suggested that the constitutional changes would emphasise racial feelings at 
elections, Lee strongly repudiated this by saying that race was a constant factor 
in Singapore life. 

According to the report of the hearings in The Straits Timesnewspaper, Lee 
said that it did not need an election to remind him of racial differences. 

"Every time I sit down to a meal. . . I have to decide whether I want to sit 
with my Malay friends, in which case I have to eat halal food, or I want to sit 
with the others in which case I can eat what I like,” Lee said. - 

Lee said that Malays still tended to want to live on the same floors in govern- 
ment housing blocks, though communal villages had been broken up. He also 
drew attention to the growing influence of Islam, the impact of which he said 
could be seen on Malaysian television, which was widely watched by Singapo- 
rean Malays. “Our progress I hope would be more than a C plus, maybe a B 
minus, not even a B plus,” Lee said. 

Several minor political parties made written submissions urging either an 
amendment to the Team MPs proposal or its abandonment. The written sub- 
missions remain confidential documents until after the committee reports back 
to parliament, probably by the end of March. But from the debate onthem, few 
amendments are expected. | 

One point on which several submissions dwelt was that of whether Malay 
candidates should of necessity be Muslims. Political sources say that the govern- 
ment is determined not to respond to this as a matter of principle, while at the 
same time being prepared to undertake privately that it would not try to “foist” 
non-Muslim candidates on the Malay community. 














It is not always possible to foresee the obsta- 
cles blocking your way towards an ambitious 
goal. But you can respond to them better than 
anyone else. This, however, requires people 
who, at the critical moment, will choose the 
most advantageous way in order to avoid the 
difficulties. The rather chilling development 
of the capital markets puts such knowledge 
once again at a particularly high premium. 
Our services in the field of portfolio manage- 
ment for private and institutional investors 
take all this into account. Apart from tradi- 
tional portfolio management services, we can 
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offer you a successful and well-tested invest- 
ment alternative: the COMPASS currency 
management system that turns currency fluc- 
tuations into profit. COMPASS is based onan 
extensive, EDP-assisted analysis of develop- 
ments in the field of international exchange, 
and its performance, which is independent of 
the fortunes of the stock exchange, has been 
outstanding for years. And we are the only 
bank in the world to offer this unique invest- 
ment product. The two Executives in charge 
of our Portfolio-Management Department, 
Mr Hans Goetti and Mr Yasuhiro Marui, will 





gladly give you a detailed rundown on how to 
profit from the COMPASS System. Why 
don't you contact us at: DAI-ICHIKANGYO 
BANK (SCHWEIZ) AG, Léwenstrasse 32, 
CH-8023 Zürich, Switzerland, Telex 813 886, 
Fax 01/216 92 22, Telephone 01/216 91 11. 





Well on course to your investment goal. 
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COPEN 
"NAANA | he new Copenhagen Airport is pure 


Nivaa delizht. To make sure it stays that 
way, efforts to improve the airport are 
constantly being made. 

Let's assume you're in a hurry.” 

Changing planes only takes a few minutes. A 
computer makes sure connecting flights park 
close to each other. In most cases you only have 
to walk a few steps. 

And if you arrive on the SAS Daylight Ex- 
press, an entire armada takes off for a dozen odd 
cities in Europe within the hour. 

But what do you do if you have time on your 
hands? 

Well, it’s about the best thing that can hap- 
pen to you at Copenhagen Airport. Go on an 
extensive tour of discovery, and you'll be richly 
rewarded. 

There are champagne bars, exclusive restau- 
rants and gastronomic havens galore. 





Europe's biggest duty-free area is at your 
service, too. You'll find love ly Danish china. 
Orrefors crystal, exclusive furs from Christen- 
sen, Scandinavian tailoring, fine wines and 
much more. 

All business travellers (at least those flying 
SAS) have a complete business service centre at 
their disposal — with offices, telephones, telex. 
conference facilities, easy chairs, newspapers. 
cocktail lounge and more. 

But if it's relaxation you're after, there's al- 
ways our sauna or sleeping cabins for your forty 
winks. 

You've got a choice at Copenhagen. 

That's the whole point. 
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The Businessmans Airline 





SAS, BANGKOK 253-8333. HONG KONG 5-265978. TAIPEI 7120138. MANILA 8100798. SINGAPORE 2251333. JAKARTA 584110. KUALA LUMPUR 2426044 
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That's because our revolutionary MD-91 and 
MD-92 will be the world's first commercial 








NOTHING SHAVES FUEL COSTS 
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MD-92. 165 passengers 
in mixed class seating. 


MD-91. 114 passengers =m S'S 6e neu, 
in mixed class seating. 


© demonstrator aircraft has been in actual flight 
testing for nearly a year. This plane, an MD-80 


airliners powered by ultra high bypass engines. with the GE engine mounted in place of one of its 
Ean ( 


With twin GE Unducted 


F™) power conventional jet engines, has logged more than 


core nothing else will offer such remarkable 65 flights. Over 125 hours in the air. Executives 
e 


economy —up to 40% less fuel burn of leading airlines around the world have already 
compared to today's most advanced twinjets. flown aboard the aircraft. 

othing else its size will be as quiet for As a result, we know exactly what this 
passengers and for airport communities. Or technology can do for airlines in terms of fuel 
more comfortable for passengers. savings and noise reduction. 

Far more than a "paper" airplane, our Now were ready to talk. 
WE WERE THE FIRST. AND WE ARE THE FUTURE. 
MCDONNELL 
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| The people's president? 


Roh initiates a populist style at the Blue House 


By John McBeth in Seoul 


he official guests at his 25 February 

inauguration included a contingent 
of taxi drivers, a bevy of plump house- 
wives and even a clutch of street sweep- 
ers. And among the first people to be 
formally invited to the usually tightly 
guarded presidential Blue House in 
Seoul’s northern suburbs were more 
than 300 cured and slightly bemused 
lepers, who gathered in an adjoining 
guest house to sip ginseng tea. 

Welcome to President Roh Tae 
Woo's era of the ordinary people — an 
era many middle-class South Koreans 
want to believe in because they feel the 
former 55-year-old general is cut from 
markedly different presidential cloth 
than his more authoritarian predeces- 
sors. They may be right. If they are not, 

he time to watch for the nice-guy image 
i0 change will be when September's 
Seoul Olympic Games are over. 

Right now, however, Madison Av- 
enue would be hard-pressed to come up 
with a public-relations campaign of this 
unrelenting quality. Day after day, 
newspapers faithfully record the latest 
common touch Roh has brought to the 
presidency. 

Roh, the ordinary folk are told, does 
not want to be called gak-ha , or excel- 
lency, and has taken to carrying his own 
briefcase. In his speech at the modest in- 
auguration ceremony, he used the hum- 
ble expression cho to refer to himself, 
rather than the more exalted and ex- 
pected expression, na. Roh’s unassum- 
ing manner and ready smile contrasts 
starkly with the stern bearing of outgo- 
ing president Chun Doo Hwan. 

"he new president rises at 5.30 a.m. 
and is usually in his office by 7 a.m., two 
hours ahead of ordinary workers. He is 
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finding, however, that being head of 
state does not give him enough exercise. 
He carries a device on his belt which re- 
cords the number of steps he takes dur- 
ing the course of business. Ideally, he 


believes, the average person should — 


manage 10,000 paces a day. At the end 
of his first week in office, he was dis- 
mayed to learn he totted up fewer than 
5,000. 

The “ordinary man offensive” began 
last year, embodied in the first of eight 
principles laid out in Roh’s 29 June 
democratisation package. “The new ad- 
ministration that I will lead will com- 
pletely repudiate any authoritarian at- 
titude towards the people,” he de- 
clared. 

The president-to-be said he would 
function as “a mobile Chong Wa Dae 
[Blue House]" and held out the pros- 
pect of frequent meetings with the press 
and even televised debates with citizens 


from all walks of life. He also promised 


to allow pedestrian traffic in front of the 
Blue House and to minimise traffic re- 
strictions and other inconveniences 
when he attends official functions. "I 
will be a president who is accessible to 
the public and who works for the public 
good," he said. 


his word. Pedestrians can now stroll 
in front of the Blue House for the first 
time since the 1983 Rangoon bombing. 
The invited lepers were among hun- 
dreds of people who have been allowed 
onto the grounds of the mansion. And 
Roh's presidential motorcade is duti- 
ix stopping at traffic lights. 

he president has also been making 
changes out of the public view, though 


SG: far, he has been largely a man of 


| adhered to in most of South Korea’ 


the Blue House makes sure they are - 
widely known. During cabinet meet- 
ings, Chun occupied an imperial desk 
away from everyone else — just as he 
preferred to keep a rather intimidating 
distance between himself and foreign 
visitors. "m 
Unlike Chun, who conducted affairs - 
of state in an atmosphere of military- - 
style formality, Roh encourages I 
wheeling discussion. It may take a little 
time for his cabinet to get used to this- 
because it does cut across the traditiona 
social boundaries which are still rigid 






























































major corporations. “The problem,” a- 
oe minister said, “is to get people to. 
ta Mis . he 

The president has said he wants to: 
rein in the Blue House's secretariat and 
delegate more authority to the cabinet. 
Whether that is what will happen in 
practice is also open to question. "Roh. 
will try to be a political president,” a - 
close associate said. "But to be that,” he . 
added, “you can't delegate too much to ~ 
the cabinet because a lot of decisions . 
will have political ramifications. The 
Blue House has to be able to monitor 
and control." Under the new adminis- 
tration, the number of senior secretaries 
in the Blue House has been pruned from 
nine to seven in an effort to streamline 
administrative procedures. "PHI. 

Like other cynics, student activists 
remain unimpressed with Roh's com- 
mitment to the ordinary, usually refer- 
ring to him as “the bald-headed man 
with a wig" — in other words, an exten- 
sion of Chun. When asked whether he 
should be given a chance to prove his 
sincerity, the answer is perhaps predict- 
able: how can you give a chance to 
someone who stole last December's 
presidential election? Although they 
are prepared to admit that Roh is a 
more elusive target than Chun, the stu- 
dents feel this makes him that much 
more dangerous. 

For the moment, however, that is 
not a view shared by a good number of 
South Koreans. In his pursuit of popu- 
larity, the new president steers clear of 
provocative language and comes across |. 
as reasonable and restrained — a re- | 
freshing change in itself. And while 
there are those who find fault with the - 
makeup of his first cabinet, or his failure | 
to release more political prisoners, Blue 
House officials plead for more time. 

They point outthat while Rohhases- | 
tablished a good image, he still lacks ex- 
perience in handling government af- 
fairs. Much of his early days in office 
were taken up reading official docu- 
ments, but he is now beginning a round 
of briefings with his ministers to lay out. 
a long-term strategy. Later this month 
he will venture into the countryside to 
talk to local government officials. With 
the elections coming up, he will no. 
doubt be doing some quiet politicking 
— and racking up some mileage on his 
walkometer as well. ; 





















" Opposition hopes for unified 


Ç porters packed wall-to-wall at 
Kim Dae Jung’s Peace and Demo- 
cracy Party (PDP) headquarters chant- 
ed: “We oppose president Kim’s 
resignation with our lives.” In the end, 
all Kim had to do was step to the micro- 
phones and deliver a message to the 
rival South Korean opposition Reuni- 
| fication Democratic Party (RDP) that 
| surprised no one — his resignation from 
| the PDP leadership was out of the ques- 
tion. 

With that, any hope of a unified op- 
position for April's national assembly 
elections disappeared — and former 
RDP president Kim Young Sam was left 
nursing a self-inflicted political wound 
of near-fatal proportions. But although 
Kim Dae Jung may have out-ma- 
| noeuvred his rival, analysts agree that 
| the only real victor is the ruling 
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strategy evaporate 


Democratic Justice Party (DJP). 

On 7 March, only two days earlier, 
the DJP had acted as a self-appointed 
referee and unilaterally rammed 
through legislation laying down,a PDP- 


proposed single-member constituency 


electoral system, which will increase the 
total seats in the assembly from 276 to 
299, but with reduced proportional rep- 
resentation. 


With the number of electoral dis- | 


tricts rising from 92 to 224, the DJP still 
enjoys a distinct advantage because of 
the continued bias shown towards rural 
areas, from where it draws much of its 
strength. More important, perhaps, is 
whether a split opposition is able to 
maintain its traditional edge in Seoul 
and other major urban centres. 

The two Kims were roundly con- 
demned for failing to come up with a uni- 


Reports of Aquino’s imminent 
demise are exaggerated 


He long do you think President 
Corazon Aquino will survive? 
was the surprising question I was con- 
fronted with during my recent visit to 
Manila. That her fall could only be a 
matter of time was reiterated not only 
by relatively new observers, but by 
foreign correspondents and journalists 


who had known the region for some | 


time. 

It was amazing to discover how little 
confidence there was left in the ability of 
the woman who, only two years before, 

|. had been cheered so loudly around 

..| the world. Outsiders, especially, were 
deeply dissatisfied with what they iden- 
| tified as Aquino’s lack of leadership and 

_ the resulting sense of drift in the Philip- 
- pines. They felt government objectives 
< remained so unclear that coordination 













as demonstrated by its internal rifts dur- 
- ing the January 1988 local elections. 
However, to be fair to Aquino, two 
years are simply not long enough for her 
>to be able to deal effectively with the 


. dinand Marcos left behind. Instead, she 
should be given credit for restoring 










. huge problems deposed president Fer- | 
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tial election, in effe oying the 
opposition's chance of taking power. 
But their endless bickering since and the 





! parties to 
work without them has only com- 
pounded public disillusionment and 
apathy, allowing public image-minded 
President Roh Tae Woo to score popu- 
larity points at will. te 


seeming inability of the two p 
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B y resigning several weeks ago from 
iw the RDP, Kim Young Sam had 
sought to draw Kim Dae Jung into a 
similar gesture in an effort to merge the 


two parties. But wily dissident leader Kin 
Dae Jung nibbled on the bait just long 
enough to get the RDP to retract an ear- 
lier agreement with the DJP for a mixed 
constituency system and instead sup- 
port the PDP’s small constituency pro- 
posal. Then he sat back to wait. 

It was not long before serious divi- 
sions began to emerge in the RDP — for 
what were fairly obvious reasons. 
Under the old system, which allowe 









Jusuf Wanandi 





the Philippines (AFP), resulting in bet- 
ter pay and logistics capabilities as well 
as increased morale. Filipino observers 
saw this change as a result of the attempt- 
| ed coup last August by elements of the 
Reform the Armed Forces Movement 
(RAM) under Col Gregorio Honasan's 
| leadership. we 
| Aquino's continued popularity 
among the people is another important 


factor that should not be overlooked. 
This was the reason why the communist 
united front organisation, the National 
Democratic Front (NDF), was far from 
successful in competing with Aquino in 
the May 1987 national elections. It 
should be remembered that the Bayan 
Party, which represented the NDF, wor 
| only two seats in the parliament anc 
| none in the Senate. Of the 22 million 
votes, no more than half a million went 
to Bayan. 
Because of her popularity, it is not 
| easy for anyone to offer an alternative 


i 
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| Aquino: credit is due. | l | to Aquino and she is likely to remain un- 


democracy and respect for human rights 
and for stabilising the economy, which 
recorded a growth rate of a little over 
5% last year, almost putting a stop to 
capital flight. 

She has taken a firmer stance than in 
her first year in office in fighting the 
communist New People’s Army (NPA) 
guerillas, and has given greater atten- 
tion to the needs of the Armed Forces of 
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the Jakarta-based Centre for Strategic 


challenged until 1992 when her term 
| ends. Under the new constitution, she 
| will not be permitted to stand for re- 
election. RAM, the only element within 
the AFP that could challenge the gov- 
| ernment, has become incapacitated. 
| The armed forces are still not united, 
but they no longer pose a threat to 
Aquino. l 
Another factor that helps Aquino 
maintain some degree of stability is the 
, acceptance on the part of most of so- 
ciety of a strong paternalistic attitude 
from the leadership, and a relatively 
high resilience and patience by the 
country in dealing with the current 
sense of drift — which indeed could not 

























wo lawmakers to be elected from each 
constituency, opposition candidates 
re more or less assured of taking the 
ond seat in DJP-dominated rural 
as, particularly in the populous 
. yongsang region and in Kangwon and 
orth Chungchong provinces. The new 


: | formula, however, left many of them 
facing likely defeat. 


The same may not necessarily apply 
to Kim Dae Jung, whose core support is 
much stronger than that of Kim Young 


uj Sam, even if he has had intra-party 


problems of his own. Indeed, on the 
basis of an overwhelming showing in 
both rural and urban areas of his native 


-| Cholla region in the presidential poll, he 
is clearly confident the single-lawmaker 


-| system will work to his advantage. 


—"KDJ got what he wanted," re- 


-| marked one analyst. "He hasn't en- 





deared himself to the public, but his 


core supporters are so loyal he probably 


hasn't lost many of them." And the 
Prognosis for Kim Young Sam? “He 


ty have a 2-1 advantage [in sitting 


prevail in a Western society. In view of 


this relatively stable situation, it is likely 
that Aquino's next four years will see 
the introduction of more fundamental 
and longer-term policy directions in a 
variety of fields. Such policies are essen- 
tial to the development of the Philip- 
pines' political and economic systems. 
Development of the political system 
ultimately should entail the elimination 
of the oligarchic system which prevailed 
in the pre-Marcos era and is seen to 
have returned already during Aquino's 
first two years in office. In parallel to 
development of the political system, 
changes in the economic system should 
focus on the enhancement of social 
justice and the livelihood of the poor. 
symbolically, this should entail the 
consistent implementation of land 
reform, but substantially this re- 
quires more opportunities for econo- 


| mic participation by the masses in 
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members] right now,” he said, “but 
there is no way he is going to maintain 
that after the election.” 

Although the DJP may have prefer- 
red mixed constituencies, its decision to 
go along with the single-lawmaker for- 
mula was motivated by general public 
opinion and also possibly by the PDP's 
ability to move the debate to the street. 
There was a cost, however. The party 
leadership is still having to contend with 
bitter dissent from urban members, 
many of whom fear a fate similar to that 
of their opposition counterparts in the 
countryside. 

The real loser may turn out to be the 
political structure itself. As long as the 
two Kims maintain their pre-eminence, 
a truly national opposition appears a 
forlorn hope. It is for this reason that a 
growing number of observers feel South 
Korea may be headed along Japan's 
path towards a dominant, solidly in- 
stitutionalised ruling party and a token, 
regionally rooted and fractured opposi- 
tion. — John McBeth 


terms of decent employment and wages. 

In view of the many problems that 
need to be overcome, and the variety of 
areas needing development, Aquino 
must set her priorities. Undoubtedly, 
economic restructuring should be given 
the greatest attention. This requires, 
among other things, better coordination 
of among agencies. Strengthening of re- 
lations and cooperation with the Asean 
countries could serve a useful function 
here. The other Asean countries could 
also offer their experiences in their suc- 
cessful counter-insurgency operations, 
which is a major task for the Aquino 
government. 

Those basic changes are necessary to 
deal effectively with future challenges 
from the Communist Party of the Philip- 
pines (CPP), as manifested through the 
NPA and the NDF, that already loom in 
the horizon. The CPP provides the only 
long-term alternative to the present sys- 
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tem. Its potential strengths derive from 
the high motivation of its members, or- 
ganisational capabilities, development 
of cadres, and nationalism. Its current 
weaknesses originate from the local 
rather than national nature of its lead- 
ers, who are generally uneducated as 
well; while its strategy of encircling the 
urban centres from the rural areas has 
proved ineffective because of the ar- 
chipelagic nature of the Philippines. 

| ecognising those weaknesses, the 
CPP now resorts to terror and intimida- 
tion in Manila and other places, di- 
rected at government officials and offi- 
cers, including US personnel, in order to 
Shake foreign confidence in the Aquino 
government and to provoke the armed 
forces to retaliate indiscriminately so as 
to increase people's resentment towards 
the AFP. The possibility of external 
support to the CPP and NPA in the fu- 
ture also should not be ignored. 
Longer-term changes in the Philip- 
pines should also affect its foreign pol- 
Icy, which until now has been too preoc- 
cupied with the US. What should be 
aimed at is a more balanced foreign pol- 
Icy in which the relationship with the US 
becomes a more normal one instead 
of the prevailing emotionally charged 
love-hate tie. The Philippines should 





see its relations with the other Asean 
countries as an effort to diversify its re- 
lations in the context of such foreign- 
policy changes. 

In line with these changes, such emo- 
tional issues as the US bases in the 
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A yen to contribute 


Japanese debate their future world role 


By Susumu Awanohara in Tokyo 


W hat Japan will do externally with 
its wealth and, in particular, 
whether it will become a major military 
ower — with or without Washington’s 
lessing — are questions which increas- 
ingly preoccupy East Asia. 

Under pressure to clarify ie Ou 
position, Japanese Prime Minister No- 
boru Takeshita has stated that Japan 
will stay close to the US, will neither be- 
come a major military power nor seek a 
military role, and instead intends to 
“contribute to the international com- 
munity” politically and economically. 
“Contribution” has become the new 
buzzword among Tokyo policymakers 
who are trying to give some concrete 
content to the nebulous concept. 

Late in 1987, Singapore Prime 
Minister Lee Kuan Yew spoke for much 


of East Asia when he made Japan’s con- | 


tinued low-defence posture and reliance 
on the US-Japan security treaty a condi- 
tion for his optimism about the region’s 
future. He added: “It could be disas- 
trous if the Japanese decided that their 
economic-security relationship with the 
US was no longer valid and that they 
must build up their own defence.” Lee 
stressed that Japan should play an econ- 
omic role, relocating industries to the 
region and importing more from it. 
Even the US administration, if not 


Philippines could be handled with the | ^ 


broader regional context in perspective. 


The Philippines should note the greater D ome an a 
support for the bases given by various |. ^ 
countries in the region: Japan, China |. 


and several Asean members, either |. 


openly or tacitly. This change in attitude S 


^| in the region appears to derive from the |: 
. growing perception that the bases serve : 
a much more complex function than just | 


to counterbalance the Soviet facilities in | . 


Cam Ranh and Danang in Vietnam. |. 

The US bases are seen as necessary to |. 
maintaining the American presence in |. 
the region which is so crucial to the fun- | 
damental shifts in defence burden-shar- |: 


ing between the US and Japan that will |. - 


take place over the next five to 10 vears. 


For all these changes to be pursued 2 


in an effective manner, Aquinoneedsto | 


adopt firmer 


| allow her to exercise a E leader- 
ship. By now Filipinos should be con- 
vinced that Aquino is not of the same 


olicies and implement |. 
them, but the Filipino people must also i: 


power. The clearest indication of this 
came recently from Assistant US Sec- 
retary of Defence Richard Armitage, 
who reacted against a congressional re- 
solution urging Japan to spend 3% of its 
GNP on defence when, in his view, 
Japan had already acquired considera- 
ble capability for only 1% and could ac- 
quire quite enough for less than 2%. 

Armitage said: "What would the 
additional funds be used for? A nuclear 
capability? Offensive projection forces? 
[One critic] speaks of Japanese carrier 
task forces and long-range missiles. Is 
that what congress wants? Will that en- 
hance stability in East Asia?" Armi- 
tage's suggestion: "Why not encourag 
Japan to increase its foreign economi. 
assistance?" 

In matters of external policy, grand 
designs do not come comfortably to the 
Japanese who tried, and failed, earlier 
this century to impose a parochial and 
self-serving ideology on the rest of Asia. 
Most officials remain reluctant to go 
beyond pious principles, and foreigners 
continue to complain that Japan is reac- 
tive and "assertively passive," as one 
put it, fighting a ditch-by-ditch battle 
over every concession it makes. 
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a enough - to convince the 
Japanese of this. 

Most policymakers and 
observers foresee a con- 
. tinued accommodation with 
the US and rule out Japan 
going for independent de- 
fence. On the Left, post-war 
pacifism, calling for vari- 
ations of "unarmed neutra- 
lity” and hence a distancing 
from the US militarily, is out 
of fashion. This pacifism, 
which slowed Japan s rearm- 
ament, is not dead but lies 
latent, however. "People 
| here are not demonstrating 
against nuclear weapons [as 
in Western Europe] but they: 
will once a threshold — say, 
Japan's acquisition of nuclear 
weapons — is approached or crossed," 
an expert said. 

Nor is Japanese "Gaullism" (named 
after former French president Charles De 
- Gaulle, who withdrew France from Nato 

d established its independent defence) 

the Right a real factor — so far. 

some "uniformed" — as opposed to 
civilian — officials in the defence estab- 
lishment say privately they would like to 
defend Japan by themselves, despite its 
war-renouncing constitution. A senti- 
ment also exists that to gain interna- 
tional tos fae Japan must become a 
major polit 
economic power. But such views are 


constrained by domestic and East Asian | 


realities. Neither sentiment conflicts 
with continued close defence coopera- 
tion with the US, which is indeed as- 
sumed for the time being even by those 
who want independent defence. 
Superficially, there is now a broader- 


than-ever consensus that Japan must | 


seek accommodation with the US — a 
superpower in relative decline — taking 


EX ed 
 includin ian 


ical-military as well as an | 


| on greater responsibilities within the 
| coalition of capitalist democracies still 
| led by the US. Trade frictions not- 
withstanding, the vast US market can- 
not be substituted and must be pre- 
served even at a cost, an executive of the 
big business organisation, Keidanren, 
says. A top Foreign Ministry official in- 
sists that the peace constitution, imply- 
ing that Tokyo must rely heavily on 
Washington for its security, is good for 
Japan and the rest of Asia and should be 
| maintained indefinitely. 
| 
| 
| 
| 
| 


Go ro-US orthodoxy among the 
political elite is being challenged by 
some of the disparate groups generally 
favouring accommodation with the US. 
First, economic interest groups, some- 
times backed by ministries and provin- 
| cial governments, have opposed what 

they see as Tokyo's submissive market- 
| opening measures, saying the US 
should be blamed for and rectify 
the bilateral trade imbalance. Some 
policymakers fear that the US, no 
















longer able to compete with | 
Japan, may abandon its | 
vaunted multilateralism in | 
trade and adopt bilateralism | 
or regionalism (with Canada, | 
for example), and that this 
shift, combined with protec- 
tionist legislation, could 
squeeze Japan. 

A potentially more seri- | 
ous challenge to the accom- | 
modationist orthodoxy comes. 
from the Left — and increas-. 
ingly from liberals — that | 
Tokyo has been making 
excessive “burden-sharing” 
compensations to Wash- | 
ington in the security field | 
whenever trade friction 
mounts. Washington has used 
its security commitments as 
leverage to win trade concessions and, 
conversely, used its bilateral trade im- 
balance to push Japan to increase de- 
fence spending — despite Tokyo's de- 
sire to separate the two sets of issues. 

some accept that Tokyo's over-com- 
pensation results from the fact that 
trade and security are increasingly dif- 
ficult to separate, particularly when 
they involve high technology. But 
others suspect that, unbeknown to the 
starry-eyed Foreign Ministry main- 
stream, the over-compensation is being 
engineered by “hidden  Gaullists" 
within the accommodationist cam 
who welcome the US pressure to build 
up Japan’s defence and whose ultimate 
goal is independent defence. Many ob- 
servers include former prime minister 
Yasuhiro Nakasone among the hidden 
Gaullists, along with the country’s de- 
fence lobby — the Japan Defence Agency 
and the self-defence forces, the defence 
industry and elements within of the rul- 
ing Liberal Democratic Party (LDP). 

Under Nakasone, Tokyo had, 
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regularised more frequent and larger- 
scale joint US-Japan exercises, restruc- 
tured itself to cope with contingencies, 
promised the private sector's participa- 
tion in the US Strategic Defence Ini- 
tiative (SDI) and, after last year's 
Toshiba affair — in which the Japanese 
group was condemned in the US for il- 
legally exporting sensitive technology to 
the Soviet Union — reconfirmed its 
commitment to Cocom, a body which 
controls hi-tech exports to communist 
countries. 

Above all Tokyo nullified its decade- 
old 1% of GNP ceiling placed on de- 
fence spending as well as, critics say, the 
1976 defence doctrine propounding a 
"defence-only" stance by going for 
offshore air-defence capability. 

Unlike the pacifists of the Left, the 
liberal critics are not necessarily op- 
posed to all of these developments. But 
they worry that “uniformed” tavHoon 
defence officials have often | 
pushed along projects with 
their US counterparts, with- 
out properly informing the 
Japanese public. Some in the 
defence lobby admit that, in 
the continued absence of na- 
tional consensus, they have 
evaded public debate on de- 
fence issues. 

The result is that Japan 
has already become a “major 
economic power" with the 
world's third-largest (in US 
dollar terms) defence budget, 
when instead the country 
should be diversifying rela- 
tionships to reduce frictions 
with ite US and playing a 
leading role in world-arms re- 
duction, critics say. Japan will have 
spent ¥3.5 trillion (US$27.2 billion) in 
the year to March 1988 — or 1.004% of 
the projected GNP. 

A third, and related, challenge to 
US-Japan accommodation concerns 
high-technology. While Tokyo accepted 
US sanctions against Toshiba and 
apologised, many Japanese felt the US 
was being particularly harsh to the group 
for a reason. some resented having to 
antagonise the Warsaw Pact countries. 





A: the same time, many Japanese 
companies resist joining the SDI 
and other technological cooperation 
schemes for fear of losing freedom and 
commercial advantage. Specialists warn 
of the US in future trying to restrict 
widely applied and hence relatively low- 
cost Japanese civilian technologies just 
because they have potential military ap- 
plication. The defence industry is still 
upset that under US pressure it had to 
give up developing Japan's own next- 
generation fighter aircraft and settle for 
co-production with US manufacturers. 
WO common concerns in this area 
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hat Japan may have integrated 
self too deeply with US global str 
and that the US would do almost any- 
thing to stay ahead of do an in high- 
technology. Some fear further that such 
Japanese negativism, coupled with the 
collaboration of hard-line Pentagon 
nationalists and trade protectionists 
in the US, could slash trade oppor- 
tunities. 

Tokyo’s handling of its row with 
Washington over the policing of the 
Gulf against attacks on tankers last year 
suggests how, generally, it will deal with 
foreign and domestic pressures. US re- 
sentment of Japan’s free ride in defence 
built up again after the frigate USS 
Stark was hit by an Iraqi missile in May 
1987. The gut US reaction was, why 
should American lives be lost protecting 
passage of Japanese oil? 

Nakasone was eager for Japan to 
participate in the policing action and 
argued that sending the Maritime Self- 
Defence Force’s mine sweepers to the 





; Nakasone: conflicting views. 
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Gulf would not violate the constitution. 
This had surprisingly wide appeal but 
also met vehement reaction from critics, 
who warned that Tokyo would soon be 
sending “rescue teams,” “peace-keep- 
ing forces” and undisguised invasion 
forces overseas. 

The cabinet debated whether send- 
ing Maritime Safety Agency patrol 
boats or just paying the costs of patrols 
by others would be less objectionable to 
the public; how Southeast Asian coun- 
tries would react to Japanese naval ves- 
sels passing near them, and whether 
Japanese ships could shoot back when 
attacked. 

It was the cabinet and the powerful 
LDP mainstream which compelled 
Nakasone — and Washington — to ac- 
cept a more modest Japanese security 
role in the Gulf. The final package of 
Japanese "contributions" included un- 
derwriting of an electronic "precise 
navigation system" in the Gulf to facili- 
tate passage of ships; new economic aid 
to "strategically important" Oman and 
Jordan, and further financial support 
for US forces stationed in Japan. In add- 
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dent access to both Iran and Iraq to help 
find a solution to their conflict and 
to provide economic assistance for their 
post-war reconstruction. 

A top Japanese diplomat stresses 
that Japan's contribution to Asia's sec- 
urity will be limited because Pax 
Americana will not erode as rapidly as 
many think, at least in this region. It is 
less expensive for the US to maintain a 
military presence in Asia than in West- 
ern Europe, and Asia is less unstable 


than many other Lus covered by the 


US security umbrella. 
T» Japan's contributions towards 

| the region's security should be poli- 
tical and economic, not military, the 
diplomat says. Politically, Japan should 
overcome its inhibitions and others' sus- 
picions to take initiatives in resolving 
conflicts — proving by the way that a 
non-military power can have political 
influence. Economically, Japan should 
enhance the stability and sec- 
urity of Asia through econon ` 
cooperation. 

A consensus is emerging 
that Japan will have to open 
wide its market to absorb 
Asian neighbours’ exports 
squeezed out of the US market 
and seek a new division of 
labour with these neighbours. 
This will require political will 
and some foresight, which ex- 

lains the heightened interest 
in the study of economic re- 
structuring in the Asia-Pacific 
region. 

Improving economic aid is 
also considered unavoidable. 
Although Tokyo has intro- 
duced an ambitious — by its 
standards — plan to recycle ac- 
cumulated surpluses, funds are pro- 
vided in yen (thus imposing a high ex- 
change risk on the bonu and are re- 
payable. The plan is ad hoc and short | 
term. A consultant, until recently a kev -- 
aid official, says Japan could do bett 
and would benefit from an aid strategy 
(other than the one which considers aid 
as a ploy to promote Japanese exports). 
He is not optimistic that it will have one 
soon. 

But aid will certainly figure in 
Japan's contribution to the interna- 
tional community. The top diplomat be- 
lieves that, in contrast to the 696 and 396 
of GNP the US and Western Europe re- 
spectively contribute to security, Japan 
should aim for a total 396 contribution, 
half of it spent on security and the other 
half on ad " | 

Influential Americans advising the 
Reagan administration are now suggest- 
ing a 4% Japanese contribution, 1.5% 
on security and 2.5% of strategic aid, 
which would cover not only the Philip- 
pines, Thailand and Pakistan but areas 
in Latin America, the Middle East and 
Africa. LH» 
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By Paisal Sricharatchanya in Bangkok 


Tu initial euphoria in the aftermath 
of the mid-February Thai-Lao mili- 
tary ceasefire, which ended three 
months of heavy fighting over a dis- 
puted stretch of border territory, has 
now given way to an air of anxiety in 
Bangkok. Vientiane appears to be in no 
hurry to resolve the dispute, causing 
concern among Thai officials and 
| Bangkok-based Asean diplomats that 
j Current negotiations to bring about a 
political settlement will be lengthy. 

And from an internal Thai 
| Standpoint, the developments in recent 
. weeks have revealed some fundamental 
. differences between Thai military chief 
Gen. Chaovalit Yongchaiyut and the 
Foreign Ministry over the conduct of 
Thailand's Laos policy. It was obvious 
| that Chaovalit stole much of the 

 limelight for striking the military truce 
on 17 February; meanwhile, the minis- 
try is caught in a bind trying to sort out 
the political settlement, 

The first round of post-truce political 
talks, held here on 3-4 March, ended in- 
conclusively, with the Lao saying they 
would further consider a Thai proposal 
to establish a joint technical team to ver- 
ify and demarcate the disputed border. 
Commented one Asean diplomat: *The 
Thais seem to be genuinely keen on re- 
solving the conflict, but the Laos are 
playing games." 

In response to a 12 March Lao invita- 
tion, Thai Foreign Ministry under-sec- 
retary Kasemsamosorn Kasemsri was 
scheduled to visit Vientiane for a second 


round of talks on 17 March. Despite | 


| 


guarded optimism on both sides, ana- 
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. By Murray Hiebert in Hanoi 


Drawing the line 


Thai-Laos border negotiations Te 10 BO lengthy 


| 


| 


| 
| 





- Vietnam carries out quiet troop withdrawal 


M ietnam has quietly withdrawn 4-5,000 of its estimated | 
. . V 40,000 troops from neighbouring Laos since late last year, | 
. according to diplomats in Hanoi and Vientiane. Analysts are | 
. puzzled about why Hanoi began the unannounced pulloutata | cides with increased guerilla activity in northern Laos, par- 
^. time when Hmong anti-government rebels had stepped up | 
. guerilla attacks in Laos, and Thailand and Laos were locked | 
-< ina military battle over disputed border territory. 
. A Diplomats and aid workers who travelled to Bolikhamsai 
province east of Vientiane in late December report seeing four | 
or five freshly abandoned Vietnamese army camps. Visitors to | 
. Xieng Khouang province in northern Laos in January say | 
. they saw a convoy of 85 army trucks full with soldiers and pull- | 
ing a dozen anti-aircraft guns heading towards Vietnam. 
Neither Hanoi nor Vientiane has announced the with- 
drawal. Vietnamese Foreign Minister Nguyen Co Thach 
claimed in a recent interview here that he knew nothing about 










lysts do not expect the new round to 
make much headway because of mutual 
suspicion. Thai officials 


cause the ministry pursues a generally 
hard-line policy on Indochina, Siddhi is 
not viewed by Vientiane in a positive 
light. If Vientiane were to quickly ac- 
cept the Thai proposal, it would be tan- 
tamount to giving Siddhi undue credit 
— he let it be known at the start of the 
latest Bangkok meeting that he would 
visit Laos to conclude the joint border- 
survey pact upon Lao acceptance. 


| may also want to capitalise on 
domestic Thai dissent against the 
minister. Opposition MPs have 
threatened to "grill" Siddhi over his al- 
leged mishandling of Thai-Lao affairs, 
after the parliament reconvenes next 
month. This prompted Prime Minister 
Prem Tinsulanond to defend his old 
school classmate Siddhi at a cabinet 
meeting on Í March. 

In the longer run, analvsts see a col- 


lusion of Vietnamese and Lao interests 


to keep the Thai-Lao border dispute 
alive as a potential flashpoint to embar- 
rass Thailand internationally. 

The prime objective of the 3-4 March 
talks was to set up a mechanism to de- 
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puted territory. Bangkok and Vientiane 
claim the area is, respectively, part of 


their Phitsanuloke and Sayaboury pro- 
vinces. The Thais wanted the determin- 
ation to be based on the 1907 Franco- 
Siamese Treaty plus relevant maps, 
along the same line as previously agreed 
by the two countries’ military chiefs 
(REVIEW, 3 Mar.)..- 

But the Lao reportedly insisted on 
referring to only Article 2 of the 1907 
protocol, which vaguely says the border 
at the disputed area is divided by the 
Nam Hoeng, or Hoeng River, originat- 
ing at Phu Kao Miang (Phu Miang 
Mountain). That was rejected by the 
Thais on grounds that it constituted the 
ot ambiguity. The main 
river is actually to the east, outside of 
the disputed zone; its two tributaries — 
Hoeng Nga and Hoeng Parmun — are 
adhered to differently by both sides, 
which gave rise to the dispute. 

Informed sources say the Thai side 
originally proposed the establishment 
of a joint border commission, along th 
same model as the Tha avsian an. 
Thai-Burmese border nmissions, 
which would first verify and demarcate 
the disputed area and later survey other 
ill-defined stretches along the border. 

However, the Lao delegates insisted 
on first resolving the Phitsanuloke- 
Sayaboury dispute, after which the 
Thais subsequently modified the pro- 
posal into one for an ad hoc technical 
team. A senior Thai source, who at- 
tended the talks, said the Laos showed 
flexibility on the first day but later 
claimed that they carried no mandate to 
initial any agreement. 

The only concrete but minor 
achievement was an agreement to reac- 
tivate bilateral cooperation. commit- 
tees, both at the national and local-bor- 
der levels, under a lapsed 1979 peace ac- 
cord. Both sides also agreed indefinitely 
to extend the ceasefire. 
















the pullout, saying *a withdrawal has not been agreed.’ 

Analysts speculate that Vietnam may be trying to cut its 
military spending to boost its ailing economy. and send a 
friendly signal to China and Thailand, countries with which 


Vietnam has had strained relations since its invasion of Cam- 
bodia nine years ago. Hanoi has made several overtures to 


problems are being reported in northern E | 
which has been controlled by the communists for decades. 

Vietnamese troops played a decisive role in the defeat of the 
US-backed regime in Vientiane in 1975. They remained in 
Laos after the communist victory, helping maintain security, 
training a Lao army and building roads, under a 25-year 
friendship treaty signed in 1978, 


China in recent months, backed Cambodian peace talks and 
pledged to pull its troops out of Cambodia by 1990. 
Surprisingly, Vietnam's troop withdrawal from Laos coin- 


ticularly by Hmong rebels loyal to Vang Pao, leader of the 
former US-backed secret army in Laos. Ín January, a truck 
donated by a European aid organisation was attacked in 
northern Vientiane province and four officials from the 
Ministry of Education were killed. For the first time, security 


ern Houa Phan province, 
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TRAVELLER'S TALES 


e MY thanks to those who held the 
Traveller's fort while I was whizzing 
round the world. I should, by rights, 
have much to report of New York in the 
aftermath of the New Hampshire 
primaries and of London looking 
sprucer and cleaner under a wintery 
sun. But jet-lag muffles memories 
and dulls impressions. Re-reading my 
notebooks I find I have nothing more to 
say about either the Republican or the 
Democratic candidates that has not 
been said a million times over by the 
endless commentators on an electoral 

rocess which has gone on for far too 
ong already and that will not be said 
another million times over by the time 

— another nine months, for heaven's 
sake — it is over and done with. 

New York was fine, and so was Lon- 
don. But the most vivid memory is of a 
journey by chartered train to Wales, to 
the rugby shrine of Cardiff Arms Park 

the first time I have ever made that pil- 
.rimage). The effort was rewarded by a 
brilliant game full of drama and move- 
ment in which Wales came from behind 
to beat Scotland. 

The sun disappeared as the jet air- 
craft took off from Heathrow and snow 
was falling. A real frost would kill off all 
the cherry and apple blossom which had 
been fooled by the mild weather into be- 
lieving spring had sprung. Still, however 
confused the seasons might be, some- 
one up there is dispensing poetic justice, 
if a rare visitor can be rewarded with 
such a jewel of a match. 

€ RETURNING to Hongkong, I 
found the place recovering from the 
celebrations of the Lunar New Year, 
blanketed in smog and surrounded by 
liquid industrial waste and sewage. The 
skyscrapers of Central now stand sev- 
eral storeys deep in a stench as bad as 
that which greets those landing at Kai 
Tak airport. 

One would have thought that the 
*cology would have made a popular and 
safe cause for the present governor to 
champion. After all, it is evident that 
neither he nor London is going to do 
battle with anyone over the future of the 
city post-1997, so the ecology banner 
would have been easy to wave. But no; 
it would seem that the entrenched in- 
terests which have decided that the 
people of Hongkong are not to be 
trusted to vote sensibly about their own 
futures are still strong enough to extract 
any teeth from proposed anti-pollution 
measures. 

They are, of course, the industrialists 
and their fellow mercantile interests 
who make up the establishment major- 
ity of appointed legislators (they also 
oppose increased social-welfare spend- 
ing, a city-wide pension fund and higher 
wages — proposals dismissed as a col- 
lective desire for a “free lunch”). Trou- 
ble is, when the “market forces” oper- 
ate against the interests of such advo- 
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cates of the free market, they fix it. Cur- 
rency undervalued? Then tax deposits. 
Shortage of labour? No, not higher 
wages, just import workers and employ 
another million or so inside China. 
When it comes to the anti-anti-pollution 
lobby, the business boys are joined by 
Hongkong's powerful rural satraps who 
defend the right of pig farmers to kill 
streams, rivers and bays with untreated 
porcine manure, not to say chicken shit. 

@ THUS, the Hongkong population is 
treated to anti-litter campaigns (with 
local dignatories singing, "we're all 
pitching in") while the government con- 
tinues to pour untreated sewage and 
dump rubbish into coastal waters, while 

stponing measures against vehicle, 
industrial and agricultural pollution. 
The duck would seem not only to be 
lame, but self-crippling. 

e SUCH hypocrisy pales, however, 
beside the latest political exercise, 
which I arrived back in time to witness. 
Within weeks of a white paper which 
confirmed that London was breaking its 
pone and that Hongkong would 

ave to wait for even a minimal exercise 
in representative government until 
1991, and then only to the extent that 
Peking’s Basic Law on Hongkong will 
allow, and within days of a senior 
Chinese official saying that any debate 
by London’s House of Commons about 
the provisions of the Basic Law would 
be regarded as an interference in 
China’s internal affairs, the Hongkong 
Government actually had the ef- 
frontery to mount what it called an 
“election.” 

“Vote! Vote! Vote!” the populace 
was adjured, for members of what are 
called district boards, which have only 
consultative powers on non-political, 
municipal matters anyway. Nonethe- 
less, the powers-that-be tried to look 
pleased when about 30% of the electo- 
rate rolled up to vote — more than half 
of them for the democratic/liberal tick- 
et. Once again, the governor underlined 
the vital importance of the whole exer- 
cise by being absent — this time in 
Tokyo, joining the queue of countries 
trying to persuade the Japanese to im- 
port one-tenth as enthusiastically as 
they export. 

e STILL and all (as some people still 
say in the US) the liner Canberra sail- 
e on time, navigating through the 
aforesaid haze. She carried on board the 
departing chief justice and his family 
(for appropriate references see this col- 
umn, passim). In view of the state of the 
judiciary and the questionable grounds 
on which he was granted an extension of 
his job, many saw this departure as be- 
lated. Dozens of other cabins on the 
Canberra, booked at enormous public 
cost, were also occupied by departing 
civil servants and their families, all tak- 
ing advantage of the sea voyage home 
written into their terms of service in an 


Dereh Davies 


unbroken line of tradition stretching 
back to the days of sail. 

e THE Hongkong Government seems 
to be as confused in its sense of direction 
as is the local Automobile Association 
which in a recent newsletter warned its 
members to look out for traffic signs and 
road markings, as illustrated: 


AO 


Circular signs Triangular signs 
give orders give warnings 


@ PERHAPS the police themselves 
need guidance. Last year the officers’ 
mess of the Police Training School held 
a ladies’ guest night. The menu 
featured Rainbow Troat, Fillet Streak, 
Popotoes and Chocolate Mouse. 

One restaurant which advertised lo- 
cally was very certain of its appeal: 








e WHILE the makers of this dried 
pork have wrapped up its staff problems: 





e THE business of translating trade 
names into a foreign language is Aye os 
with dangers. One plant in Tsuen Wan 
makes precision screws, but calls itself 
in English: 


WAH HING PRECIUS SCREWS F TY 
D BLK, |. 45SHA SUIRDTUEN NAN 


e WHILE a soft drink company 

wanted its product to sound healthy and 
strong, but the English name did not 
sound so appetising: 
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Student Helen Chu (red sweater) in class at James Russell Lowel! High school. 


Asian girls are a class 
above the Frisco kids 


By Frank Viviano in San Francisco 


Fo a few minutes, James Russell 
Lowell High seems like every other 
American school. At the main entrance 
there is a frosted-blonde gaggle of girls. 
The “tree people” have taken up their 
customary positions in a gloomy con- 
crete hallway off the foyer. “They used 
to hang out around a big eucalyptus,” 
says a student named Jenny by way of 
explanation, “but for some reason they 
moved here this semester.” 

Jenny, acting as a guide, points out 
the patch of grass where the upscale 
group known as “backlawners” pre- 
sided until they graduated last June, the 
athlete’s bench at one end of the central 
courtyard and the student government 

icnic table at the other. It is all of a 
amiliar piece — except that all these 
students gathered in their respective 
corners, the tree people, athletes, are 
all silently pondering books. Probability 
and Statistics. Modern Greek and 
Japanese. Banking and World Trade. 
Embryology and Genetics. 

Just off the courtyard where the 
athletes and class officers sit, a bulletin 
board announces that recruiters from 
MIT, Penn, Smith, Virginia, Dart- 
mouth, Vassar, Cornell, Chicago, 
Yale, CalTech, Amherst, Harvard, 
Radcliffe and Princeton will be turning 
up in the next two weeks alone. 

Parents will do anything to get their 
kids into this school. Only 3% of its 
graduates fail to enter pape. im- 
mediately. The pass rate on its college- 
level advanced placement courses is 
95% . The setting could only be the San 
Francisco landmark some now call the 
"High School for Chinese Girls." 
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That is the image of Lowell High, 
one of the US' leading secondary in- 
stitutions, in 1988. To a remarkable ex- 
tent, it is also the reality. The propor- 
tion of girls in the school stands at 5896. 
At least 445 of the student body is 
Chinese, with Filipinos, Japanese, Ko- 
reans and Indochinese rounding out an 
Asian total that exceeds 6096 of enrol- 
ment, roughly 50% higher than the San 
Francisco public high school average. 

Nineteen of the 20 players in the 
badminton team are Chinese girls. 
Twenty of the 26 officers of the school's 
four classes last year were Asian girls; 
three were Asian boys. Lowell's 1987 
graduates included 18 Chans, seven 
Fongs, six Laus and an astonishing 49 
Wongs. 


32 demographics make Lowell con- 
troversial in a city that looks hard at 
anything appearing to smack of racial 
imbalance. But no one who sits through 
a session of Ron Wong's Physics I — 
with 23 Asians among its 28 juniors and 
seniors (16-18-year-olds) — would ever 
suggest that his students do not belong 
in San Francisco's top academic high 
school. 

Wong flips an eraser in the air, grins 
theatrically, and watches it drop to the 
floor. “A lot of people would simply say 
that gravity pushed it down," he ob- 


é The pace is relentless, the 
intellectual absorption total, the 
atmosphere a mix of dead-serious 
intent and animated enthusiasm. ? 









EDUCATION 


serves, stretching the word "simply" in a 
sarcastic drawl. “Wrong!” someone 
shouts from the back of the room. “It’s a 
question of relative mass." Theoretic- 
ally, adds another voice, “the earth 
moves when the eraser hits it — that's 
Newton's third law at work. For every 
action, an equal and opposite reac- 
tion." 

And if the angle at which it struck 
was not 90 degrees? asks Wong. There 
is a moment's hesitation, a thumbing of 
notebooks. Then a young woman, just a 
bit tentatively, responds. "All motion is 
relative, too, isn't it? So the point is that 
the eraser would appear to be in motion 
relative to the floor at rest, yet both 
would be in motion relative to the earth 
— and the earth is in motion with re- 
spect to the sun." 

The pace is relentless, the intellec- 
tual absorption total, the atmosphere a 
mix of dead-serious intent and animate ' 
enthusiasm. At the end of the 40-minut 
period, the students will be assigned five 
problems, 90 minutes' worth of home- 
work from this one class. 

In short, these students are not at 
Lowell because they are female or 
Chinese. They are there because they 
are profoundly talented, winnowed 
through one of the most rigorous 
screening procedures in American 
secondary education. 

The crunch comes at the age of 12, 
when youngsters reach the second half 
of seventh grade. Marks from that term 
and from the first half of eighth grade 
are paired with maths and English 
scores on the California Comprehensive 
Test of Basic Skills (CTBS), and broken 
down into a complicated point system. 
The highest possible total is 69 points. 
To get into Lowell today, a student must 
accumulate 62 points — in effect, a com- 
bination of a perfect test and a 3.5 grade 
point average (GPA), or a 90th-percen- 
tage score on the CTBS and a 4.0 GPA. 
Under affirmative action guidelines, 
Black and Hispanic students are ad- 
mitted with 57 points. 

Each year, there are some 2,000 ap- 
pn for 700 slots in the school’s 
reshman class. The affirmative action 
programme. along with a court-ordered 
imit that allows no more than 4496 of 
any San Francisco public high school en- 
rolment to be comprised of a single 
ethnic group, has angered Chinese par- 
ents with children who have strong 
academic records but are not admitted 
to Lowell. 

This is not the school's first experi- 
ence of demographic resentment. A 
generation ago, Lowell was popularly 
known as “Beth Lowell." “Pick a class 
from anywhere in this book," invites 
principal Alan Fibish, opening a copy of 
the 1956 Lowell centennial yearbook. 
"Read the names," he says, when 1953 
is selected. Belfield, Bernstein, Birn- 


24 MARCH 1988 e FAR EASTERN ECONOMIC REVIEW 


Character 


Difficult to define but always recognised. 
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baum, Blum, Blumental and Breslauer 
leap out from a page of Bs. 

Far from being a small, elite sanc- 
tuary with manicured lawns and ex- 

ensive facilities, Lowell is the second 
argest high school in San Francisco, 
with nearly 3,000 students crammed 
into a dreary, utterly utilitarian 1962 
complex that was constructed for 1,800. 
“Sure, the building stinks,” concedes 
Fibish. “But it’s not the building that 
matters. It's what happens inside. And 
what happens inside Lowell — what has 
always Seppened inside Lowell — is the 
best possible education that a free, pub- 
lic system can provide.” 

Lowell has been racking up firsts and 
bests ever since its founding, ironically, 
as “Boys’ High School,” in 1856. It was 
the first public secondary school west of 
the Missouri river. Among other things, 
it has produced the first California 
Rhodes Scholar, the first American 
Nobel Laureate in physics, the first 
president of the World Bank and the 
first director of the US 
National Park system. 
Celebrity — Lowellites 
run the gamut from 
Broadway's Carol Chan- 
ning and sculptor 
Alexander Calder to 
former California gov- 
ernor Pat Brown, 
mogul art patron Nor- 
ton Simon and compu- 
ter king William Hew- 
lett. 

"Back in my day," 
continues Fibish, “poor 
Jews climbed the hill to 
Lowell in search of the 
kind of education that 
the rich folks got at pri- 
vate institutions. Since 
then, Jewish San Franciscans have 
mostly moved to the suburbs, but the 
Chinese kids use Lowell the very same 
way. And the criticism is also exactly 
the same: that Lowell is an exercise in 
elitism. That you can't justify its exist- 
ence in a public system — especially if it 
draws heavily from one ethnic commun- 
ity. 

"But it's a specious argument to say 
that bright Asian kids should be spread 
around to provide leadership at other 
schools," maintains Fibish. "If there 
were no Lowell, their parents would be 
sending them to private schools, what- 
ever it took." 


any reasons have been cited for the 

Asians — and before them the Jews’ 
— high success rate in education. A cul- 
tural emphasis on the value of learning 
clearly has much to do with it. So does a 
fierce, sometimes obsessive desire to 
achieve. Whatever the explanations, in 
San Francisco they add up to students 
who are more diligent than the norm. 
"Non-Asians will look at a class list and 
avoid it if itis too heavily Chinese," says 
Marian Gonzalez, head of the school's 


44 











€ Race is not the primary issue that 
students worry about. They worry, 
almost endlessly, about success. 


science programmes. “It’s a defeatist at- 
titude that I try to fight all the time, even 
though I know my A student will proba- 
bly be a Chinese female.” 

Yet race is not the primary issue that 
Lowell students worry about. They 
worry, almost endlessly, about success. 
“It can really scare you,” says Helen 
Chu, a junior. “My friends are con- 
stantly saying ‘I just have to get this A. 
Mom will murder me if I don’t come out 
on top.’ It's not learning they're stressed 
out about — it's the grade." 

There are more Lowell graduates at 
the University of California at Berkeley 
than from any other high school. In fact, 
Lowell is the number one secondary 
school feeder for the entire University 
of California system; in 1985, 41% of 
Lowell’s 700 graduates enrolled there. 


re 
< 
School principal Alan Fibish with some of his promising students. 





Many others went on to Harvard, Yale 
and other Ivy League colleges. That 
reputation makes Lowell an unrelenting 
academic pressure cooker. From the 
moment a 14-year-old is thrown into it, 
the heat is on. Going to Lowell has 
meant a level of intellectual and emo- 
tional investment that few of these stu- 
dents will have to match at their univer- 
sities. 

Marathon studying, college enrol- 
ment anxieties, competion — these are 
facts of life at Lowell. No one is more 
ig d affected by them than the very 
students who seem to sit on top of its 
world. It is the Chinese pupils who most 
feel the heat. 

They worry about their parents, who 
often know of no other options than 
such nearby, exclusive institutions as 
Stanford and the University of Califor- 
nia. They worry about highly publicised 
assaults on alleged Asian “domination” 
of Berkeley enrolment. The juniors 
and seniors, especially, worry about 
rumours that perfect grades and as- 
tronomical test scores are still not 
enough, not for them. 

Helen Chucan be found at7 p.m. ona 


on the western edge of San 





Friday night at Pazazz, a popular diner 
rancisco’s 
Mission District. There is a big dance at 
Lowell, the annual Halloween ball, but 
Helen will not be attending. Like every 
Friday night, she is waiting tables at 
Pazazz. 

Chu Chung, her father, is in the 
kitchen, frying up calamari alla romana. 
Annie Chu, Helen’s mother, covers half 
the dining room. Helen covers the rest, 
and works the espresso machine. 


A: 17, she is dizzied by the prospect of 
university entrance examinations 
and grade computations. Her goal? “This 
is the worst time to ask me," she replies. 
“All the nightmares seem to come true 
in junior year. The studying till 3 a.m. 
The pressures. It’s as if the system says: 
‘Now let's hit 'em hard.’ Three weeks 
ago I had six exams in five days — not 
quizzes, exams." 

Helen first heard about Lowell 10 
years ago, when her mother came home 
from the sewing factorv 
and reported that thei 
was this special schooi 
in town, a place for 
the brightest children. 
The dream began that 


day. 
Annie Chu emi- 
grated to Hongkong 


from her native Canton 
as a teenager, and has 
worked 16-hour days 
for many years, at 
sewing factories, at a 
coffee bar the Chus 
used to run in the Inner 
Mission, and at Pazazz. 
Her husband left rural 
Guangdong province 
for Hongkong at the 
age of 19, on a journey that took him to 
the phosphate mines of Nauru in the 
South Pacific before he settled on a car- 
teer as a chef. It has not been easy for 
the Chu family to reach this moment; a 
daughter at Lowell and son in pre-med 
at the University of California at River- 
side. 

"There are Asian kids at Lowell — 
from Vietnam, Cambodia, China — 
who have experienced things we can't 
even imagine," says the physics teacher 
Wong. "Some of them practically live 
on the streets, though they don't want 
you to know it." Compared with scores 
of Helen's schoolmates, the Chus are 
comfortably middle class. 

"Sometimes," Mrs Chu says, “I get 
home at midnight and Helen is still 
studying. I tell her it's not necessary. I 
don't care if she gets all As. Isay, maybe 
it would be better if you went to another 
high school, where it's easier to be the 
top student. I hear that when you go to 
college, they don't care about Lowell. 
They only care about A or B." 

Helen shakes her head and laughs. “I 
hope not," she says. “Or I've gone 
through all of this in vain." oO 
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Relaxing 
Atmosphere 


She travels through the high-pow- 
ered world of business, demanding 
a precision performance of herself 
and of the airlines she flies— with no 


delays and no cancellations. 


This is the kind of performance she 
can rely on aboard aircraft pow- 
ered by CFM56 engines. These 

are proven, advanced technology 
powerplants, with a dispatch relia- 
bility record of better than 99.9%, 
It's impressive to her, and especially 
to our more than 70 airline custom- 


ers that span the globe. 


CFM56 engines are world class. 
We didn't get there by putting our 
feet up and relaxing. That's why 


your passengers can. 
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RELIGION 


The people's Buddhism 
in a people's republic 


By Murray Hiebert in Vientiane 


ES one morning last November as 
the first glimmers of sunlight spark- 
led off the golden That Luang stupa in 
Vientiane, Phoumi Vongvichit, the act- 
ing president of Laos, led thousands of 
Buddhist faithful in a traditional cere- 
mony of giving alms to monks. The 
prominent role of a long-time revolutio- 
nary in the country's most important re- 
ligious ceremony symbolises the sym- 
biotic relationship that has developed 
between Lao communists and Buddh- 
ists in recent years. 


People in Laos talk of a modest | 


Buddhist revival today following sev- 
eral difficult years when the country's 
new communist rulers first seized power 
a dozen years ago and reined in the 
country's dominant religion. Buddhists 
say the government relaxed its earlier 


hardline policies around 1980, about the | ' f 


same time that it slowed its zealous 
drive to push farmers into cooperatives 
and to shut down petty traders. 

Monks report that more novices are 
again entering pagodas and more be- 
lievers are attending Buddhist cere- 
monies and festivals. Recently, even 
some party members and government 
officials have become monks for short 
periods to invoke protection for their 
parents who are sick or who have died. 

In the former royal capital of Luang 
Prabang in the north, many of the city’s 
29 brightly coloured pagodas with intri- 
cate murals and gold inlaid windows are 
being refurbished. 

Ronde pee) politics and the poli- 
tics practised by the Lord Buddha have 
the same goals," Phoumi, who was then 
minister of education, told a group of 
monks in 1976, 

Theravada Buddhism is the religion 
of most lowland Lao, who make up 
roughly half of Laos' 3.5 million 
people. The pagoda traditionally served 
as the centre of village life and the monk 
was one of the most respected members 
of Lao society. The communists recog- 
nised the political influence of the 
Buddhist sangha, the order of monks, 
early in the struggle against the US- 
backed government in Vientiane. 

After they seized control of the 
country, the new rulers organised semi- 
nars in neighbourhood pagodas and 
used monks to explain the regime's be- 
liefs and goals. Phouni told a meeting 
of monks that it was the party's policy 
for "Buddhist monks to give sermons to 
teach the people and encourage them to 
understand that all policies and lines of 
the party and government are in line 
with the teachings of the Lord Buddha 


TOM Re "0 
Buddhism is enjoying a modest revival. 





so that the people will be willing to fol- 
low them.” 

The communists, fearing that the 
Buddhist sangha posed a potential 
threat to their monopoly on political 
ower, reorganised the movement's 
eadership. Supreme Patriarch Tham- 
mayano, who was more than 80 and had 
served in his post for more than 40 
years, was ousted in 1976 and named a 
consultant to the country's president. 

The position of supreme patriarch 
was abolished and replaced by the 
executive committee of a newly formed 
organisation, the Lao United Buddhist 
Association. The Lao People's Re- 
volutionary Party, the communist 
party, had to approve monks appointed 
to leadership positions. 


onks were pressed into pos 
their own vegetables, instead of rely- 
ing entirely on donations from believers. 
As the economy deteriorated in the next 
few years, people had less money to give 
to the pagoda. Buddhist ceremonies 
were attended mostly by old people; 
young people stayed home, saying they 
did not want to look religious. Some 
monks, including Thammayano, fled to 
Thailand as refugees, while others took 
off their robes. 

During the next few years, Lao 
Buddhism also made some “theologi- 
cal" changes, dropping "backward and 
superstitious practices" to make Bud- 
dhism more compatible with Lao social- 
ism. 








"Before liberation, many beliefs and 
superstitions were mixed in with 
Buddhism — animism, the beliefin spirits | 
[phi]. Brahmanism [ancestor worship], 
ortune-telling, astrology," Pa Achan 
Pong, vice-president of the Buddhist or- 
ganisation, said in a recent interview. 
"A few years ago we defined what 
Buddhism is. Now we have only real 
Buddhism which goes together with 
Marxism-Leninism.” 

Venerable Pong, who said he se- 
cretly supported the communists durin 
the war, argued that Buddhism an 
Marxism have similar ideals — both be- 
lieve that all people are equal, support 
communal ownership of property and 
work to overcome poverty and human 
suffering. “Before liberation, Buddh- 
ism served the individual. Now it serves 
society,” he said. 

Venerable Pong estimated that there 
are about 16, monks, including 
novices, living in 2,000 pagodas today, 
down from about 19,000 monks and 
novices in 2,200 pagodas in 1975. Abov“ 
2,000 monks live in Luang Prabang prc 
vince and about 1,200 are in the capital 
of Vientiane, he said. 

To become a monk today a youn 
man needs permission both from loca 
povos officials and the Lao 

eople’s Revolutionary Youth Union. 

The Institute of Buddhist Studies at 
Ong Tu Pagoda, which once had about 
700 students, was shut down in the mid- 
1970s. The Ministry of Education now 
runs a teacher-training school for 285 
monks in the former institute in Vien- 
tiane and another for 120 monks in 
Luang Prabang. 

These teacher-training courses do 
not include religious instruction. Vener- 
able Pong, who is director of the Vien- 
tiane school, says young monks are 
taught the principles of Buddhism dur- 
ing special courses organised in pagodas 
during Buddhist Lent and other religi- 
ous holidays. 

In the countryside, particularly in re- 
mote areas, the only schools are often in 

agodas and the teachers are monks. 

enerable Pong said, however, that the 
pagoda schools have introduced the 
government's curriculum and have 
corpas all Buddhist subjects except 
for Pali language. Monks also organise 
literacy classes for adults in the 
villages. 

Pagodas still treat the sick with tradi- 
tional herbal medicines. Nong Bone 
Pagoda, near the That Luang stupa in 
Vientiane, has five people producing 18 
different types of pills, powders and liq- 
uids which the monks prescribe for a 
variety of ailments ranging from 
nervous disorders to diabetes and 
rheumatism. 

Besides teaching people to be good 
citizens, educating children and takin 
care of the sick, Venerable Pong sai 
monks in Laos today urge young men to 
become soldiers and are active in the in- 
ternational peace movement. u 


24 MARCH 1988 e FAR EASTERN ECONOMIC REVIEW 


Amsterdam Schiphol 


is expanding to get better. 
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"How can you be better 
than best?" 


Amsterdam Airport Schiphol. KLM's home- walks. The famous tax-free centre. The newly designed 
base. Voted year after year, in survey after survey, Van Gogh Room. And the spacious comfort. 
the world's best airport. Yet they have embarked on Amsterdam Schiphol is the Gateway to Europe. 
ten-year master plan. To get even better. And no one flies there from more places than KLM. 
The first stage is completed: a totally new C-pier. ‘Test us, try us, fly us. 
To handle comfortably and smoothly the increasing ` 
number of wide-body flights. Doe 
And for the rest? Well, Schiphol remains the best. Th li bl : lj 
The one-terminal concept. The moving side- C Re IaDIe Air Ine KLM 
Royal Dutch Airlines 
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Composition with red, yellow and blue. 
Mondnaan, 1921, Haags Gemeentemuseum. 


habobank 


The Art of Dutch Banking 


Singapore Branch, 50 Raffles Place 30-01, Shell Tower, Singapore 0104, 
Republic of Singapore. Telephone: +652259896. Telex: 42479. 


Hong Kong Representative, 2 Exchange Square 16/F, 8 Connaught Place, 
Central, Hong Kong. Telephone: +8525263249. Telex: 80556. 


Jakarta Representative, The Landmark Centre, 16th Floor Suite 1605, 
Jalan Jenderal Sudirman Kav. 70 A, Jakarta 12910 Indonesia. Telephone: 
+62215781271/2. Telex: 47534. 


Rabobank Nederland, Croeselaan 18, 3521 CB Utrecht, the Netherlands. 
Telex 40200. New York, London, Antwerp, Paris, Singapore, Hong Kong, 


Jakarta, Curacao, ADCA-BANK (Frankfurt, Berlin, Düsseldorf, } lamburg, 


Hanover, Munich, Stuttgart). 
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In banking, 
as in art, a clear 
concept 
can make all the 


difference. 


The Dutch artist Mondriaan spent 
more than 20 years refining a style of 
painting he called neo-plasticism. 
Similarly, Rabobank carefully defin- 
ed and refined its own style of bank- 
ing. As the Dutch economy and 
industry grew, so did Rabobank, be- 
coming the largest domestic bank. 
Today, with total assets of US $ 75 
billion, Rabobank is one of the top 
50 banks in the world, with offices 
in major financial centres and ports 
around the globe, active in financing 
agribusiness, commodities and in 
every aspect of international bank- 
ing. And we still have our own clear, 
long-term view of client relation- 
ship, based on commitment, dedi- 


cation and trust. 




















Ideological liberation creeps in to Zhao Ziyang’s China. . . 


With cat-like tread 


3 «^ 
Delegates at last National People's Congress: political reforms in the air. 
| 


By Robert Delfs in Peking 


eading the newspapers, and talking to Chinese, | 


at R seems to be 1986 again,” one seasoned Peking 
diplomat recently commented. “It is as if 1987 had 
never happened." 

Suddenly there are no more warnings of the dangers of 
bourgeois liberalisation, nor exhortations to adhere to the 
the key conservative doctrinal tenets of the *Four Basic Prin- 
ciples" (leadership of the party, the socialist road, the peo- 

le's democratic dictatorship and the guidance of Marxism- 
eninism-Mao Zedong thought) — formulae which had be- 
come ubiquitous in the party press last year. 
| As the leadership gears up for the first session of the 7th 
National People's Congress (NPC), political reform and the 
limits of traditional Marxist theory are once again frequent 
subjects of newspaper articles. There is much talk (if not 
exactly action) of ambitious new housing reforms, imple- 
menting party general secretary Zhao Ziyang's plan for the 
separation of party and state, accelerated foreign investment 
in coastal regions, and revived interest in radical joint-stock 
ownership schemes for state and collective enterprises. 
"Ideological liberation" has become the new catch- 
hrase. The central point of the 13th party congress is to "li- 
berate ideas," Zhao wrote in the People's Daily on 7 February. 
"Intellectual freedom is everyone's naturally-given right, the 
most basic and the minimal of all human freedoms,” said a re- 
cent signed editorial in the Workers' Daily. 
At least one prominent intellectual has derided the notion 
that real liberalisation is taking place. Fang Lizhi, the as- 
trophysicist who last year lost his post as vice-president of the 











University of Science and Technology in Hefei, Anhui, and 
was stripped of his party membership, told the New York 
Times: “On the surface, there is more tolerance, but this is. | 
not so in reality.” 

But other scholars and officials, many of whom were un- 
able or unwilling to meet foreign reporters last year, say the 
political climate has decisively changed since the 13th party | 
congress last October. 

What has really happened? How much of this is real? | 

The return to 1986-ish tone and content in newspapers is 
unquestionably significant, but — as the dramatic but tem- 
porary conservative tilt last year clearly demonstrated, it 
does not necessarily mean a permanent shift in the political 
climate. 

The news media and other publications are central to 
Zhao's strategy of shaping the national agenda from his new 
post as party general secretary, and he immediately took the 
initiative by establishing a new working group for prop- 
aganda dominated by reformists and close political allies, 
while the influence of orthodox ideologues such as Deng 
Liqun and Hu Qiaomu has apparently been eliminated since 
the 13th congress. 

Zhao has hit the ground running in his new party post, and 
his media allies are doing an excellent job of shaping the 

arameters of public discourse and debate in the run-up to 
the 7th NPC. The new stress on ideological liberalisation, in 
particular, may be a bid to reassure and attract former sup- 


porters of former party general secretary Hu Yaobang. To | 
what degree the media blitz reflects real underlying political 
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support for these themes remains unclear, but it is cer- 
tain that the reappearance of these themes has a very dif- 
ferent significance after the extraordinary events of last 
year. 

Hu Yaobang’s resignation in January 1987 and the virulent 
anti-liberal ideological campaign which followed was the 
most serious political challenge to China’s reformist leader- 
ship in a decade, but having weathered this crisis, the reform- 
ists’ position is all the stronger. 

Few of the conservatives’ political and propaganda gains 
of last year endured, and key 
conservative leaders have step- 
ped down or been voted out of 
their top party posts. The con- 
servatives signally failed to shift 
the party’s centre of political 
gravity. On the contrary, the 

arty recoiled as the anti- 
liberalism campaign broadened 
and as its style came to resemble 
the vicious anti-rightist purges of 
the past. 

y mid-year, Zhao’s early 
stand in limiting the scope of the 
campaign had won him a solid 
hase of political support within 
he central pars leadership. The 
removal of Hu Yaobang had 
further accelerated this process, 
since it made Zhao — the sole 
credible reformist party leader 
after Deng Xiaoping — the in- 
heritor of Hu's reportedly pow- 
erful network of supporters. 

Zhao has thus taken over 
with a much stronger base of 
support within the party than 
could have been expected a year 
ago. His accession to the post of 
party general secretary in a time 
of crisis, and the fact that Zhao 
stood alone last spring in resist- 
ing the conservative onslaught, 
for a time without even Deng's 
support, have immeasurably enhanced his claim to succeed 
Deng as China's ultimate leader. 


Zhao: strong base of support. 


some observers interpreted as a compromise with con- 
servative forces, appears to have played into Zhao's 
hands as well. Li's background as a Soviet-trained engineer, 
his career in the state-run electric power sector, and the fact 
that he has not made obvious efforts to align 
himself with the more outspoken advocates 
of reform in the past few years, have led to 
assumptions that Li favours centralised 
planning over market reforms, and that his 
new posting will give a boost to the careers 
of like-minded Soviet-trained bureaucrats. 
This may be so, but it is probably too 
soon to make hard generalisations about 
what policies Li would support if he is con- 
firmed as state premier. His most important 
backers are believed to be Zhou Enlai's 
widow, Deng Yingchao, supported by Chen 
Yun and Peng Zhen, all now in their 80s. He 
will need a broader — and younger — base 
of support and some substantial achieve- 
ments in his new post as premier if he seeks 
a prolonged career near the top of the 
leadership hierarchy. 
Outwardly, Li has so far appeared a less 
than dynamic leader. Zhao as premier was 
the dominant figure in formulating economic 


E: the selection of Li Peng as acting premier, which 
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| policies and the key architect of the major reforms, thou 


h 
deferential to Deng. As party leader, Zhao’s speeches at de 
13th party congress and other more recent articles and state- 
ments have clearly laid out the broad agenda of national pol- 
icy China will now pursue. 

At the moment, it appears that Li has been left little scope 
but to carry out Zhao's policies, nor will it be easy for the new 
premier to distance himself from responsibility should those 
policies encounter difficulties or 
fail. If Lifailsto win confirmation 
as premier, it may not be due to 
opposition from Zhao and the re- 
formists, but rather because the 
more conservative wing of the 
leadership fears that Li lacks 
the strength and experience to 
act as a counter-weight to Zhao. 

If this is so, the most plausi- 
ble alternate candidate would be 
Qiao Shi, who also joined the 
party politburo standing com- 
mittee at the 13th congress, and 
is now a vice-premier with over- 
all responsibility for security af- 
fairs. 

The solidification of Zhao's 
power, the present lack of alter- 
nate leaders of comparable cre- 
dibility, and what so far appears 
to be the political demise of the 
radical conservative opposition 
— all these have made the pros- 
pects for stable succession to a 
post-Deng leadership (which 
many observers believed had 
been fatally damaged by the 

olitical struggles of early 1987) 
ook better than ever. When the 
time of Deng’s passing does 
come, this will prove, in retro- 
spect, the most important of the 
legacies of 1987. 

The 13th party congress was not just a personal victory for 
Zhao. It was also a general rejection by nearly 2,000 party 
leaders representing both central organs and local party 
organisations throughout China of the conservatives’ im- 
mediate policy objectives. More particularly, it was a rejec- 
tion of the use of ideological campaigns as tools of political 
struggle. 

Nothing symbolised this more dramatically than the un- 
scripted downfall of arch-conservative 
Deng Liqun, one of the key organisers be- 
hind the campaign against bourgeois 
liberalisation. Deng failed to win election to 
the 175-member central committee, report- 
edly receiving the least votes of any candi- 
date. Deng was thus ineligible for election 
to the 17-member politburo, nor did he re- 
tain his seat on the powerful party sec- 
retariat, where he had previously exercised 
overall responsibility for propaganda, with 
considerable influence over personnel deci- 
sions and editorial policy for the most im- 
portant newspapers and party journals. 

Other important conservative critics of 
reform also stepped down or were voted out 
of their party posts at the 13th congress, in- 
cluding former politburo standing commit- 
tee member Chen and former politburo 
members Peng and Hu Qiaomu. 

Among the party leaders who voted 
against Deng Liqun are undoubtedly many 
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conservatives’ concern for preserving the core values of com- 
munist ideology, but they also share an intense fear of leftist 
political techniques. 

Despite its rhetorical excesses, last year’s anti-liberal 
campaign was insignificant in comparison to the vicious 
ideological campaigns of the past, which occasioned the most 
appalling instances of political repression and state terror in 
China’s history, including many thousands of deaths and 

many thousands more tortured and imprisoned. 
| But, like its predecessors, the campaign against bourgeois 
liberalisation was intented to serve as a vehicle for an ac- 
| tivist minority to impose its will on the party. There is no illu- 
sion that China’s legal system could act autonomously to rein 
in such a movement once control of the party decision-mak- 
.| ing apparatus was achieved (one of the objectives of the cam- 
.| paign was to block any political reform which could effec- 
tively limit the scope of party power). 


quu of the ultimate risks of a campaign out of control. Nine 
Was of the 17 full politburo 
members elected at the 13th 
congress, including four of the 
five standing committee mem- 
hers suffered purges and per- 
cution during the Cultural 
^ «evolution (all but acting pre- 
mier Li Peng), as did Deng 
himself. 

Even cut short as it was, last 
year's campaign did incalcula- 
ble damage to the carefully cul- 
tivated international image of 
China as a liberalising and 
modernising regime, and un- 
dermined years of efforts by 
the party to erase the memory 
of the Cultural Revolution and 
restore the party's reputation 
within China, particularly 
among intellectuals. 

Deng Liqun's downfall was 
thus primarily a rejection of 
leftist means — the blacklist, 
witchhunt and purge — and 
not the more limited goals of 


E very adult in China over the age of 30 is intensely aware 
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| who have reservations about reform policies, and share the 












conservative leaders such as Peng or Chen. There remains 
significant scepticism regarding the extent and speed of 
economic and political reform, as well as sectional and in- 
terest-group opposition to specific policies and institutional 
pande proposed or under trial implementation. 

e irony is that Deng Liqun could hardly have served the 
reformists' ends better than by imbuing those goals and their 
most prominent conservative spokesman, as he did, with the 
unacceptable tinge of leftism. E 

For the moment at least, Zhao is enjoying a pol 
honeymoon. But an important change in the situation i 
Zhao must now confront any new political challenges dire 
and on his own, as he did last spring. : 

In the past, Hu served as a foil for both Zhao and Den 
taking the lead in advancing politically risky positions on the [ 
role of Marxist theory and the relaxation of party controls of : 
artists and writers. This allowed Deng to operate from asafer | 
middle position, able to shift back and forth when necessary | . 
to support embattled reformers or to appease angered cone || 

WE servatives. At the same time, 
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Hu's activities deflected the 
attention of ideologically 
minded conservatives away 
from Zhao and his work in 
promoting economic reforms. 

If Zhao is to replace Deng 
as China’s ultimate leader, he 
will also need to shift, as Deng |... 
did, from unambiguous advo- 
cacy to a less explicitly commit- 
ted role as mediator. This will 
be difficult. But the ageing of 
the last survivors of the Long 
March generation of leaders | 
and the events of the 13th con- | 
gress last autumn both suggest 
that the range of the Chinese | 
political spectrum is narrow- | 
ing. The new middle which 
Zhao must find may be more | 
internally consistent, and 
easier to hold, than the in- 
credible balancing act that 
was | 
Deng. 
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FOREIGN RELATIONS 


hree obstacles, 
two leaders, 
and one problem 


Qm oviet leader Mikhail Gorbachov wants a summit meet- 
b ing with his Chinese counterpart Deng Xiaoping, and 
does not seem to mind that China keeps saying no. 

After US President Ronald Reagan's accession to the 
White House, China became disillusioned with the prospects 
of strategic understanding with the US, and since the early 
1980s has been cautiously moving towards a position of rela- 
tive equidistance between Washington and Moscow, 
| Atmospherics improved, China started calling both the 
. US and the Soviet Union “hegemonic superpowers," and 
trade was boosted. Bilateral talks on normalisation of Sino- 
Soviet relations were begun in October 1982, and border 
talks were resumed a year ago at deputy foreign minister 
level after being suspended for nine years. 

This did not in any way change, however, China's assess- 
ment of the Soviet Union as its most serious long-term 
geopolitical threat. The expansion of Soviet power and pre- 
sence in Asia in the 1970s — its alliance with and acquisition 
of military bases in Vietnam, the invasion of Afghanistan, 
and expansion of the Soviet Pacific fleet, in addition to Soviet 
military forces along the Sino-Soviet border and in Mongolia 
— in Peking's eyes were primarily an attempt to encircle 
China militarily and contain its future expansion as a regional 
politico-military power. 

These concerns were codified in what China has termed 
the "three obstacles" to improved Sino-Soviet relations: the 
deployment of Soviet forces on China's northern border, the 
Soviet invasion of Afghanistan, and Soviet support for Viet- 
nam's military. occupation of Cambodia. All three are 
genuine and critical security concerns for China, and reflect 
Peking's deep-seated distrust of Moscow's long-term inten- 
tions in Asia. 

By firmly and frequently reiterating the importance of 
these points as preconditions to improved Sino-Soviet rela- 
tions (s Deng Xiaoping did in his celebrated 1985 interview 
with Time), moreover, China could modulate the tempera- 
ture of Sino-Soviet relations and the apparent speed of 
warming. Peking was confident that no one would misper- 

ceive its limited rapprochement and improvement of rela- 
tions with Moscow as a strategic tilt. 

In retrospect, however, all this appears to have been pre- 
dicated on the assumption that Soviet foreign policy would 
continue indefinitely to be run in the rather clumsy style of 
former leader Leonid Brezhnev. It did not anticipate a Mik- 
hail Gorbachov. 

Like Reagan, China's leaders are finding the once-glacial 
contours of Soviet policy suddenly fluid, and a serious prob- 
lem has arisen in Sino-Soviet relations — China is running 
out of obstacles. | 

Cracks in the once-solid ice under China's three obstacles 
appeared in mid-1986, when Gorbachov made a speech in 
Vladivostok which amounted to a new Soviet Asian policy. 
The key elements ofthe speech relating to China were the an- 
nouncement that six Soviet regiments would be withdrawn 
from Afghanistan before the end of the year, and that some 
Soviet troops would be withdrawn from Mongolia. 

Moscow was prepared to discuss a commensurate lower- 
ing of the overall level of land forces in the Far East, Gor- 

| bachov said, and unilaterally conceded that the disputed bor- 
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der along the Amur 
River, site of border - 
clashes in 1969 and 
1970, could run along 
the river's main chan- 
nel. 

Chinese Foreign 
Minister Wu  Xue- 
quian belittled the 
concessions, saying 
that the speech was 
"far from removal of 
the three major ob- 
stacles." But China's 
real response came 
several weeks later, 
when Deng Xiaoping 
was interviewed for 










US television by 
American journalist 
Mike Wallace. 


















Faced with possi- 
ble movement on two 
of the three obsta- 
cles, Deng retreated to the third, telling Wallace he would 
meet Gorbachov in Moscow if the main obstacle to normal: 
sation — Vietnamese occupation of Cambodia — was ri 
moved. A day after the Wallace interview, Deng also dis- 
missed the proposed withdrawal of Soviet troops from 
Afghanistan as unsatisfactory, saying it would involve only 5- 
7% of the total Soviet forces. 

Since the Vladivostok speech, there has been a partial 
withdrawal of Soviet troops from Mongolia (though China 
says four divisions remain), and Peking has signed a new bor- 
der treaty with Ulan Bator. Soviet intermediate and short- 
range nuclear missiles based in the Far East will be elimi- 
nated as part of the global US-Soviet Intermediate Nuclear 
Forces (INF) treaty. A genuine withdrawal of Soviet forces 
from Afghanistan may start in May. If a neutral and non- 
aligned Afghanistan comes into being, it will eliminate one of 
the three basic obstacles. 

Finally, Prince Norodom Sihanouk has successfully shak- 


Deng: problem. 
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| POLITICS 


Run for election, 
but do not 
expect to win 


here are signs that political reforms are taking root in 

China. Party-approved candidates are failing to win - 

election in local people's congresses. Unslated candi- 
dates nominated from the floor (by 10 or more delegates) 
have been elected to important posts. 

The newly elected vice-governor of Henan province, Liu 
Yuan (son of Liu Shaoqi, and former vice-mayor of 
Zhengzhou) was not a pele supe candidate, nor had he 
sought nomination to the post, sources say. 

In Guangdong province, the post of provincial superior 
court president was left vacant when neither of two slated 
candidates nor a third candidate nominated by 10 people’s 
congress deputies could win a majority. Resolutions on the 
work of the court and the people’s procuratorate had to be 
revised after Priscilla Lau Pui-king, a Hongkong and 


Macau representative, objected to the resolutions having 
described the work of these organs as satisfactory despite 
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stalemate in two 
rounds of “private” 
talks in France: with 
the prime minister 
of the Vietnamese- 
backed Phnom Penh 
government, Hun 
Sen. Vietnam is 
under intense pres- 
sure from the Soviet 
Union to make con- 
















sessions, according 
to some diplomats. 
Given the ten- 
sions within the Cam- 
bodian resistance 
coalition (which re- 
mains militarily 


dominated by the 
Peking-backed 
Khmer Rouge), the 
chances for a genuine 
| | political settlement 
in Cambodia are minuscule. But Peking cannot be seen as op- 
um “osing or obstructing Sihanouk’s attempts to negotiate a Viet- 
< amese withdrawal. China must be concerned at the pros- 
“pects of any movement on the last and most important of the 
three obstacles. If Vietnam were to make any substantial 
concession, Deng has already virtually committed himself to 
respond. 

Gorbachov called for a Sino-Soviet summit without pre- 
conditions in remarks to Zambian President Kenneth 
Kaunda last November, shortly after the INF treaty with 
Washington was signed, and after Deng restated his position 
(in a meeting with Japanese Socialist Party chairman Takako 
Doi) that he would meet Gorbachov on Soviet soil but only 
after a complete Vietnamese withdrawal from Cambodia. 

Gorbachov then renewed his offer in an exclusive inter- 
view with the Chinese Communist Party weekly magazine 
Liaowang (Outlook) has been inten in January, the first time a 
top Soviet leader has been interviewed in the Chinese press 









Gorbachov: border 











disagreement expressed during the debate over the report. 

The People’s Daily ran an editorial on 10 December advis- 
ing disappointed cadres to take a “correct” approach to los- 
ing elections: “In elections where there are more candidates 
than the number of seats, there will inevitably be losers,” the 
commentator explained. “It is possible that some excellent 
ind more appropriate candidates have lost for complicated 
reasons. Even so, those comrades who have lost should not 
nurse grievances and blame the masses.” 

Acting Premier Li Peng and other leaders have now en- 
dorsed Zhao Ziyang’s plan to Po accelerated develop- 
ment as a major policy theme for 1987. Since last November, 
Zhao has made two tours to the coastal provinces of 
Zhejiang, Jiangsu, Fujian and Shanghai municipality, which 
together with Guangdong province make up China’s most 
important and dynamic industrial region. 

In terms of speed of economic growth and intensity of 
manufacturing industries, many coastal regions have already 
essentially entered the stage of economic takeoff. Except in 
Shanghai, state-owned enterprises represent a relatively 
smaller and declining share of total industrial output, while 
the role of smaller, highly autonomous market-based collective 
and individual enterprises has expanded rapidly. Rural col- 
lective enterprises alone already account for more than half 
of industrial output in Jiangsu, which in 1985 overtook 
Shanghai as China’s most important industrial producer. 

The new strategy is essentially to assist these re- 

| gions — namely the Changjiang (Yangtze River), Zhu- 
jang (Pearl River) and Minnan deltas, plus the Shan- 


dong and Liaodong peninsulas — in entering internation- 
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since the Sino-Soviet split in 1960. The written questions sub: 
mitted by the magazine, focusing on the INF talks with the 
US and Soviet economic reforms, studiously avoided Sino- 
Soviet affairs, but Gorbachov posed his own question on 
bilateral affairs and answered it anyway. 

A Sino-Soviet summit meeting is the logical development 
of the present political discussions between the two coun 
tries, Gorbachov said, adding: “As long as there is mutua 
commodation, mutually acceptable means of resolving prot 
lems can be found.” ; 

. Outlook printed the interview in full, but the Xinhua news 
agency report carried by most major Chinese newspapers 
omitted Gorbachov's remarks on a possible Sino-Soviet sum- 
mit meeting and failed to report Gorbachov's suggestion that 
China should cooperate in future broader arms control initia- 
tives. Nor did it mention Gorbachov's criticism of China's 
"superpower" theories of international relations that reduce - 
all the world's problems to the struggle between Washington 
and Moscow. 

"Senior leader Deng Xiaoping has made quite clear the 
conditions for a high-level meeting between China and the 
Soviet Union,” a Chinese foreign ministry spokesman reiter- 
ated on 13 January. “He will meet Gorbachov only if the © 
Soviet Union gets Vietnam to withdraw its troops from Cam- - 
bodia." M 

Undeterred, Gorbachov immediately repeated the offer |. 
in late January. A summit meeting was a “necessity,” wrotea | 
commentator in Pravda, the Soviet Communist Party daily. 
"Moscow has far more points of disagreement with Wash- 
ington than with Peking, yet the Soviet-US dialogue at 
the summit level is growing more and more active.” 

Nothing that Gorbachov has done has persuaded Deng 
that Moscow is less of a long-term geopolitical threat. The 
prospect of a Soviet Union revitalised by reforms, broaden- 
ing its present narrow base of links with Hanoi and Pyong- | 
yang to compete with China for economic and political rela- -| 
tions with the rest of Asia is, if anything, far more unsettling. | 
The last thing Deng wants is for the world to believe that 
Moscow and Peking are back together. To prevent this, 
Deng might need another obstacle. — Robert Deifs 























al markets and developing export-oriented economies. 

In population and in economic potential, these regions 
are comparable to Pacific Rim countries. By 1985, the pro- |. 
vinces of Ji iangsu and Zhejiang plus Shanghai accounted for | T 
more than 20% of China's GDP, or some US$55 billion — | . 
about two-thirds that of South Korea in the same year — with 
average regional GDP growth of more than 15% over the 
past four years. 

















active assistance than it is of progressively removing 

restrictions and simplifying imports of raw and semi- 
finished materials and foreign investment. The assumption is 
that the more sophisticated factories and workforce of these 
developed regions have a greater ability to absorb higher - 
levels of imports and foreign investment, and to translate 
these new inputs into export earnings, than less developed in- 
terior provinces. The coastal region's economy should no 
longer be hobbled to the weaker interior. 

Some Chinese economists have been calling for such an 
dU à for years, arguing that the special economic zone 

Z) approach (beyond the special political significance of 
Shenzhen with regard to Hongkong) was a strategic error. —— 

Making these small and essentially undeveloped regions 
into priority areas for foreign investment and liberalised 
foreign trade required large infrastructural investment, but 
so far most SEZ investment has been limited to low-technol- 
ogy assembling and processing, generating little technology 
transfer. | 

People's Bank of China economist Bo Tao (now with the 


| n implementation, however, the plan is less a matter of | 



























World Bank) argued three years ago that China should in- 
stead emulate Japan’s early post-war strategy of attracting 
foreign investment to the most advanced and developed 
areas where technology can best be assimilated and where 
the prospects for stimulating production of internationally 
competitive export products are highest (REVIEW, 9 May 
. 85). This, essentially, is what Zhao has agreed must be 
. done. 

Even more rapid development of the coastal areas, it is 
. believed, will eventually stimulate and assist economic deve- 
` lopment in the central interior as well as the least-developed 

Far Western areas. But there is little doubt that one by-pro- 

duct of the scheme will be even larger regional disparities in 
income. 

Average urban incomes in different regions are still 
. ranged tightly together because of national wage scales. In 
fact, due to special allowances paid to urban staff and work- 
ers in disadvantaged Western regions, urbanites in Tibet, 
Qinghai, and Gansu are among the highest-paid in China. 

But rural incomes — and therefore overall average in- 
comes — vary considerably among regions. In fast-growing 
coastal Zhejiang, per capita average annual rural income 
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consumption of food 


typical interior province of Hunan, and 126 
poor interior province of Gansu. eee 

As recently as 1980, average rural incomes in Hunan and 
Zhejiang were identical, and Gansu — though drastically 
poorer than today — lagged behind by only 30%. But indi- 
vidual income disparities within cities, and within the coun- 
tryside, are growing. 

Private business owners’ average income nationwide was 
estimated at Rmb 3,063 in 1985, according to a survey of 12 
provinces and cities reported in the Economic Daily in Feb- 
ruary. A more recent survey of private businesses in Peking 
indicated an average net income of Rmb 4,908 in 1987. Pri- 
vate transport operators had the highest income of all, aver- 
aging Rmb 9,348. Actual incomes might be even twice as 
high, the newspaper suggested, due to under-reporting for 
purposes of tax evasion. k 

By contrast, average annual salaries for workers in state 
enterprises and government organs was only Rmb 2,678 in 
1986 (about 17% above the national average). | 

Increasing the salaries of state workers and staff is not the 
answer — average per capita urban incomes nationwide have 
risen by 33% in real terms since 1980. Most urban dwellers 
pay only nominal, fixed low rents and controlled low prices 
for grain and non- tene "e 


staple foodstuffs 
such as meat sold 
through the state 


distribution system. 

Without oppor- 
tunities for personal 
investment (such as 
in housing, which 
has absorbed much 
of the even greater 
increase in rural pur- 
chasing power), the 
increase in urban in- 
comes has mostly 
gone to increased 


and consumer goods. 
Growth in supplies 
of meat, fish and 
vegetables in par- 
ticular has been in- 
sufficient to keep up 
with the rapid rise in 
urban purchasing power, which led to shortages and sharp in- 
creases in the price of non-staple foods in free markets in 
1987. 

Allowing greater disparities of income is fundamentally 
healthy, economists argue, and a necessary concomitant to 
the shift to major reliance on economic incentives. The 
phenomenon could potentially lead to political problems in 
the future, however. 

One reason for the gap in incomes between state sector 
employees and private businessmen is that so few urban resi- 
dents who have the security of astate job are willing to accept 
the risks of private employment. | 

Urban residents have higher income expectations than 
rural peasants, but less willingness to bear risks, though their 
absolute gains from the reforms in terms of income and in- 
creases in standard of living are already higher, according to 
a study by the Economic Reform Research Institute pub- 
lished in December 1987. 

But the survey also revealed that by early 1986 the public 
had come to view abuse of power for private gain as a more 
important problem than price increases, though the sharp 
hikes in food prices in 1987 have almost certainly restored 
prices to the rank of top public problem. Also high on the list 
of public complaints were nepotism, inadequacies of China's 
legal system, frequent policy changes, and the poor quality of 
certain commodities and services. — Robert Delfs 
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Development and 
grow h create 


By Louise do Rosario in Hongkong 


fter a decade of rapid economic development, China 
appears to be hesitant about what to do next amid the 

contradictions and confusion brought about by a half- 
reformed system. 

Since 1984, industry has enjoyed double-digit growth each 
year, but has also suffered from serious stockpiling, 
reduced productivity and heavy losses. Nominal wages 
have grown at a pace double that of the official inflation 
rate, but workers' discipline and morale remain as low 
as before. While retail sales and investment are boom- 
ing, the state budget has suffered near-record deficits. 
Such contradic- 

ons defy com- 








eE INDUSTRIAL OUTPUT BY FORM OF 


mics: increased 
input has not led 
to increased out- 
p greater supply 

as not dampened 
demand, and ma- 
terial incentives 
have failed to 
mobilise work- 
ers. 

Confusion is an- 
other feature of 
present times. Sev- 
eral prices (state- 
fixed, negotiated 
and free market) 
now exist for some 
selected com- 
modities. Many ad- 
ministrative bodies 
such as planning commissions and industrial bureaux still 
continue to issue often self-defeating directives to a factory 
nanager, though he is theoretically the boss of the enter- 
prise. Raw-material sourcing, production and sales are now 
divided into planned, extra-planned and other categories, 
though the distinction among them is often arbitrary or 
blurred. | 

Among the manifestations of such contradictions and 
confusion are rampant profiteering, speculation, wide fluc- 
tations in supply and prices, and general instability in 
many economic sectors reported in the national media every 
day. Individuals and interest groups all seek to optimise 
whatever benefits they can, with economic life being disor- 
derly, unpredictable and full of opportunities for manipula- 
tion. 

Beneath this seemingly chaotic surface is the partly offi- 
cially prompted and partly spontaneous reorganisation of 
capital, human, raw material and other resources. The pro- 
cess has barely started and certain problems are inevitable. 
Chinese planners and economists, however, are asking them- 
selves if the present situation is a prelude to an economic 
breakthrough or whether it is going to be a prolonged, dif- 
ficult period of transition. How many more dislocations can 
the system absorb without incurring unacceptably high politi- 
cal and social risks? 

Most of these problems are closely associated with urban 
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reforms which were fully launched in 1984. Before then, 
rural reforms were straightforward, requiring only the state- 
to pay more for agricultural products and to step back and 
leave the individual alone to farm his plot. There were some. 
unintended undesirable features (such as reduced cultivated 
area) but the rural reforms were by and large one steady, up- 
ward path. 

When reforms moved from the countryside to the cities, 
complications arose when the state relaxed its tight grip ove 
the once bureaucrat-administered economy and allowed: 
some market forces to dictate. What Peking has im- 
plemented so far are piecemeal and relatively moderate. 
urban reforms (such as decontrolling prices of some raw mat- 
erials and finished products, and granting factories more att- 
tonomy in production and setting prices), but the contradic- 
tions and undesirable side-effects already produced are far 
beyond official anticipation. 

Decentralisation of trading power to local levels in 1980- 
81 and 1984, for example, led to vicious competition at state. 
expense and a rapid depletion of foreign exchange. Some 
hint of a revision of bank lending quotas led to a record credit. 
expansion in the last quarter of 1984. CR 
All these unwanted incidents created heavy pressure on. 


by Andy Tang 
reformers who were already on the defensive for the many 
unconventional ideas they pursued. As one well-informed, 
high-level source said: "The paramount thing as we press 
ahead with reform is, not to have immediate results or even- 
tual progress, but to avoid major mishaps." In this context, 
the hypergrowth of 1984-85 has left a lasting mark on the | - 
leadership. Not able to bring down that surge effectively with p 


realised its inadequacy in steering an economy that had be- - 
come more pluralistic and unpredictable. 

The concern to avoid disasters has resulted, since 1986, in 
short-term remedies for fundamental problems. For exam- 
ple, the state has increased price subsidies to cushion con- 
sumers from rising inflation, rather than decontrolling more 
prices, retreated from controversial policies such as bank- | 
ruptcy, or simply stood still in certain sectors, such as ag- | 
riculture, which was urgently in need of some direction from 
the top. 

Pessimists see China caught in the classic dilemma experi- 
enced by other socialist countries when they tried to tinker - 
with their system and found that halfway reforms brought out 
the worst of planned and market economies. Unless China- 
makes a quick, decisive break from the old, they argue, re- 
form momentum will be lost and whatever gains have been 
made so far will be nullified over time. i 
Optimists, on the other hand, point to China’s con- 
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_ tinued high-level commitment to reform, its attempt to 

find new solutions to overcome difficulties and the con- 
tinued improvement of the people's livelihood. They also 
say that past successful reforms were spontaneous move- 
ments rather than well thought-out plans initiated from the 
top. To them, this unofficial agenda of reform has never 
stopped. 

Economic liberalisation has led to the rise of many new 
economic interest groups (such as rural industries, the pri- 
vate sector, and the prospering coastal and southern areas) 
which have a momentum of their own not directly affected by 
state policies. In recent years, they have grown so strong that 
the state has often had to take them into consideration when 
formulating national policies. Reformist leaders also see the 
competition these new economic interests pose to the state 
Sector as one major way to introduce changes. Party general 
secretary Zhao Ziyang's latest strong support for rural indus- 
tries in coastal areas to become more export-oriented is the 
latest example. He has also backed the southern province of 
Guangdong to go for more daring changes and serve as the 
locomotive of reform. 

Another important reform in recent years has been the 
emergence of new economic values (such as competition and 
entrepreneurial spirit) as well as market-oriented mechanisms 
| (such as bidding, leasing, and the issuing of shares) — all of 
| which represent a new way of production and allocating re- 
sources and threaten to replace existing bureaucratic 

atekeepers of resources. New institutions which emphasise 
airness and competition therefore, face constant friction 
with vested interests which continue to operate in the tradi- 
tional way of arbitrary administrative orders and string-pull- 
ing. 
One important task of the leadership, therefore, is to pro- 
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should eventually form the structure of the new economic 
order. Noted one Chinese economist: “An able leader is not 
one who has some bright, comprehensive reform proposals, 
but rather one who can quickly spot a promising new 
phenomenon, give it prompt recognition, and help to pro- 
mote it nationwide." 

Reform has now reached the stage where certain once 
hotly debated arguments have shifted to a more sophisti- 
cated level of understanding. There is better comprehension 
that economic planning of some sort is not inevitably bad, 
nor is the market always the perfect allocator of resources. It 
is now recognised that the market which has evolved since 
1978 is highly fragmented, rife with provincial protectionism 
and easily upset by the spectacular activities of large, quasi- 
monopolistic economic groups such as an important steel 
plant or a ministry handling one particular vital commodity. 
With market conditions still far from perfect, some sort of 
market policing by the authorities is also needed. In other 
areas such as monetary and fiscal affairs, there is a pressing 
need to come up with more effective macroeconomic con- 
trols. 


more acceptable, moderate interim measures to pave 

the way for the eventual implementation of controver- 
sial reforms, rather than confronting opponents head-on 
Money-losing factories are not now asked to go bankrupt, 
but to be merged with or acquired by profitable ones. The so- 
called contract responsibility system, widely promoted since 
1986, is designed to embrace all kinds of factory management 
(such as leasing and joint-stock ownership) so that the thorny 
question of separation of ownership from management of a 
factory is bypassed. 

The order of price and enterprise reforms used to be a 
focal point of debate. It is now evident that unless enterprises 
are reformed and operate more like economic entities, and 
not as extensions of big bureaucracies or welfare units as 
they are now (in their functions to provide life-long em- 
ployment and other social security to urban dwellers), they 
will remain unresponsive to price changes. When a factory 
cannot go bankrupt or is not subject to financial discipline, 
it will respond to rising costs by raising sale prices and staff 
wages, and not by reducing staff or making better use of re- 
sources. 

On the overall approach to reform, it is now agreed that 
piecemeal changes, such as taxation concessions to enter- 
prises and the decontrolling of some prices, no longer work 
well unless they are supported by a great deal of fine-tuning 
such as regulations, auditing and close supervision in im- 
plementation. 

Since the early 1980s, the state has allowed factories to 
keep more of their profits, but has not found an effective 
mechanism to ensure that the money will go back to long- 
term production and not be used for immediate distribution 
among the workers. Municipal and provincial governments, 
permitted to keep a large ratio of local revenue, have not 
used the increased income to invest in long-term, low-yield 
public projects as was expected of them. State directives 
spelling out what various units are supposed to do with their 
newly obtained power and resources have fallen on deaf ears 
because there is little penalty for defying orders. China is still 
largely a bargaining economy under which most tasks are 
done, not according to laws or regulations, but through 
negotiations between the central and the local governments, 
and between government departments and subordinate en- 
terprises. 

A clearer and stricter accountability system and a decisive 
break from the current paternalistic welfare-state mentality 
are clearly needed if reform is to advance further. Peking is 
slowly moving and exploring in this direction with the much- 
heralded political reform scheduled to be implemented in full 
after being discussed at the National People’s Congress in 
March. 


T he leadership has also proved to be flexible in providing 
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ince 1986, China has entered a period of slow, cauti- 
ous reform amid a relatively more stable economic 
environment — a sign of the country's maturity in tackl- 
ing the dilemma of how to introduce structural changes to an 
economic system that tends to go for rapid, highly inflation- 
ary imbalanced growth. 

Compared to the more stormy times experienced since 
urban reforms were initiated widely in the early 1980s, the 
last two years have been relatively stable and trouble-free. 
Although fundamental problems such as excessive invest- 
ment and consumption persist, drastic swings, such as the 
big-scale retrenchment of 1980-81 and the extraordinary 
«urge of 1984-85, have been avoided. There had been instead 





- — soft landing in 1986, a gradual climb back to double-digit 
growth in mid-1987, and, more recently, an effort to bring 


that growth down to a more acceptable level. 

Inflation, however, threatens to upset this calm surface 
and slow down even further the already much watered-down 
reform programme. (Reform has been seen by many as one 
major reason for price increases.) Since January this year, 
there have been many articles in Chinese newspapers admit- 
ting that the standard of living has declined because of price 
rises — a contrast from previous official preaching that price 
reforms were necessary and that consumers were over-react- 
ing to price movements. There have been forecasts that infla- 
tion, as measured by the retail price index, will further rise 
from 7.2% to 8-10% this year, if demand is not dampened 
sufficiently. 

One clear signal that inflation now occupies an important 
position on the government agenda is acting premier Li 
Peng's repeated calls that stabilising prices is the top prior- 
ity in 1988. He said there was a need to understand the prob- 
lem better and to find new solutions that “can simultaneously 
promote economic development and provide appropriate 
compensation to the masses." Inflation will be a hot topic of 
discussion at the National People's Congress in March, del- 
egates to which have been increasingly vocal about price in- 

Teases in recent years. | 

Analysts argue that with an economy growing rapidly, in- 
flation can hardly be avoided. But for a leadership that had 
limited experience with inflation, it is a monster that has 
thwarted reforms and incited social unrest in other socialist 
countries. Between 1978-87, China's retail price index rose 
by 35.8%. Two-thirds of that growth took place in the last 
three years, a period described by the national media as the 
third and longest peak of price increases. (The other two 
were the Korean War in the early 1950s and the aftermath of 
the disastrous collectivisation movement, the Great Leap 
Forward in 1958.) 

At end-1987, inflation as shown by the national retail 
price index was 7.596, but in urban areas of nearly half of all 
the 29 provinces and municipalities, there was double-digit 
inflation. At end-September 1987, the indices in the urban 
areas of Guangdong, Anhui, Zhejiang and Fujian were 
15.3%, 13.1%, 12.6% and 12% respectively. Meanwhile, 
wages of urban workers in 1987 saw the lowest increase in re- 
cent years: 12% or 1.3% when adjusted for inflation. 

Statistically, wage increases in China have outstripped in- 
flation for some years, but these figures tell only half the 
story. Consumers complain that the the retail price index 
(the basis of its compilation is not known) does not accurately 
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reflect their spending behaviour. About half of househok 
expenditure is on food, the item which has the most unstable 
prices and the highest increases. Prices of poultry, meat, fish 
and vegetables in urban free markets rose by as much as 1796 

last vear compared to a year earlier. 

One concern is that the higher inflation last year occurred 
when there were no major price readjustments, suggesting 
more fundamental reasons for the spiralling prices. The 
leadership's first reaction to price rises is to tightly control 
prices which have not yet been decontrolled. So far it has re- 
frained from reneging on prices already freed, but the temp- 
tation to do so would be great if the situation worsened. : 

Chinese economists see a close association between rising 
inflation and the rapid growth of money supply, especially 
money in circulation, in recent years. Between 1984-86, total - 
money supply grew by an average of 30% a year, according to ` 
the International Monetary Fund. Analysts say that with 
growing commerce, it is natural to see greater monetarisa- 
tion of the economy, but Chinese leaders, who equate- 
hyperinflation with excessive issuing of currency, intend to 
hold down cash growth to about 15% this year. I2 

With this concern to stop prices rising, the coming year is - 
likely to be one of limited reform and slow growth. Since the 
hypergrowth of 1984-85 which shocked the leadership, there 


has already been a distinct change in its once-aggressive, con- 
fident pose in introducing reforms. Now, the leadership 
moves more cautiously, pondering the options and the risks 
involved in each. More time and energy are now spent on 
fine-tuning existing reforms instead of introducing new, 
dramatic changes which characterised the earlier stage of 
urban reform in 1984-85. Be 

According to the official press, the ideal situation is to 
have stable growth as reforms deepen — a balance which has 
proved difficult to strike. Economists quote 1982 as the ideal 
year when national income grew by 8.15% and prices in- 
creased 1.995. Leaders with different ideas of which way the 
economy should be heading have different interpretations 
about growth cum reform: some want more stability, others 
want more reform. This difference in emphasis is one major 
source of tension among policymakers and the cause for 
some self-conflicting and half-hearted policies. 

With the leadership perceiving inflation as a potential | 
time bomb, stability has taken precedence over reform. With | 
non-state and local-level initiatives now greatly mobilised, 
the economy will no doubt continue to grow fast but its struc- 
tural problems will persist, and will, at most, be dealt with by 
short-term remedies. 

In agriculture, China recently had its first taste of the pro- 
duction-market cycle manifested most vividly in the shortage 
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of pork. Supplies of other agricultural products have also 
been irregular and prices have been rising, heightening the 
sense of an imminent crisis among some officials. Problems 
such as stagnant grain output require long-term solutions, in- 
cluding a more efficient marketing network and more incen- 
| tives to farmers. But because it is not able to reach a consen- 
] sus on what to do next, the state has resorted to short-term in- 


| centives such as increasing fertiliser allocation to farmers and 


a small increase in the purchase price of some agricultural 
products. 

Industry, which accounts for 9396 of the country's total 
output, grew a year-on-year 15.9% in the first half of 1987 
(compared to the last record increase of 23% in the first half 
of 1985), intensifying demand for raw materials, energy and 
transport. Following a credit squeeze which began last Sep- 
tember, industry growth slowed to 14.6% at end-1987. Rural 
industries continued to outperform the state sector with 
another boom year in 1987. Ouput value amounted to Rmb 
450 billion [US$214.7 billion] a rise of 28% over 1986 level), 
| accounting for 41% of total national output. One million or 
| 7% of all rural factories, however, have gone bankrupt since 
|. 1986. Rising production costs and inefficiency threaten to put 
more out of business this year. 
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ne interesting feature of China's economic reforms is 
the use of think-tanks to help formulate policies, to 
ini) assess progress and to act as trouble-shooters. 

In China, a think-tank is often an academic institution, a 
research unit within a government department, a high-level 
special task force, or a group of influential individuals con- 
sulted by top leaders when drafting policies. 

The most unusual of these think-tanks is the China Econo- 
mic System Reform Institute under the State Commission 
for Restructuring Economic Systems of the State Council. 
The Institute, formed in 1984, is the mastermind behind 
many existing policies, according to well-informed sources. 
To the outside world, it tries to project the image of an inde- 
pendent academic organisation similar to the Brookings In- 
stitution or the Rand Corporation of the US. 

In the secretive world of Chinese politics, the institute is 
. believed to exercise immediate and direct influence, Its mod- 
est set-up, small-size and low-key workstyle belie the high- 
level attention that its economic studies receive. 

From a handful of theoreticians, the institute has ex- 
panded into a staff of 140 this year — still a relatively small 
organisation when compared to another prominent think- 
tank, the 5,200-people China Academy of Social Sciences 
. (CASS). Because of its informal, open but progressive work- 
style, the institute tends to attract young, bright people. The 
average age of its members is 31. 

The institute's founders were originally members of the 





| State Council's Rural Research Development Office — the 
| cradle of highly successful rural policy ideas. Among them 


were former Red Guards sent to the countryside while in 
- their 20s. Now in their 30s, they were among the first batch of 
_ Students to graduate from national universities when the edu- 
. cational system was restored to normal in the late 1970s. 

Having experienced the Cultural Revolution and life in 
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At state-owned factories, 
stockpiled goods, rising wages and reduced productivity pe 
sist but have not worsened greatly — evidence that years o 
enterprise reforms and the competition from non-state in- 
dustrial sectors are having some effect on this most intracta- 
ble sector. | 

Since mid-1987, the much-publicised contract responsibil- 
ity system, in particular, has cured some of these symptoms, 
though it remains to be seen to what extent it will cure the dis- 
ease. Under the system, a state-owned factory signs a con- 
tract with its immediate superior, spelling out how much pro- 
fit it will surrender over a period of up to five years. To pro- 
mote efficiency, the use of mechanisms, such as bid ing, 
leasing, and linking wage increases with productivity, are 
also encouraged under this arrangement. 


e $ 


hile Peking can still influence the production of 

W state factories with commands transmitted through 
the strong vertical bureaucratic chain, the capital 

city has not been nearly so effective in controlling invest- 
ment. Since 1984, excessive investment has been recognised 
as one primary reason for continued high demand, but no ef- 
fective way to curb it has yet been found. In 1987, total fixed- 
asset investment by state-owned factories amounted to Rmb 
226 billion, 14.2% up on 1986, or no growth when adjusted 





poorer regions, these young 
theoreticians have a firm 
grasp of the country’s 
economic and political 
realities — something lacking 
j among today's university stu- 
dents. In professional exper- 
tise, the institute's members 
often outshine the older eco- 
nomists because of their 
broader exposure to and 
more flexible outlook on eco- 
nomic affairs. 

l Wang Xiaogiang, the in- 
q- stitute’s 36-year-old deputy 
| director, wearsa leather jack- 
|. et and rides a motorcycle to 
| work. He represents the new 
|. breed of theoreticians: young, 
self-confident, well-travelled 
and imbued with a strong 
sense of purpose. Wang said 
the institute’s task was to combine theories with the practical 
implementation of reform. In the historical context, what i: 
tries to do is the same as intellectuals have been doing since 
the humiliating defeat of China in the Opium War more than 
a century ago — the search for the right path to build a mod- 
ern and strong China. 

"In ancient times, Europeans came to China to learn, but 
they did not copy our system in its entirety. They absorbed 
the good aspects of our civilisation, combined them with 
their own conditions, which eventually resulted in the Ren- 
aissance and the birth of capitalism," says Wang. "The same 
applies to China today. If we copy indiscriminately all that 
the West can offer, we'll never be able to find our own path to 
revitalise Chinese civilisation. On one level, the issue is try- 
ing to combine Chinese and Western medicine, two com- 
pletely different concepts, for practical application. 

"Chinese reforms did not start after the Cultural Revolu- 
tion [1966-76] but much earlier in the late Qing dynasty . . . 
and there have always been big swings in this process. Some- 
times we totally embraced the West, but on [the] realisation 
that it didn't meet our needs, we threw ourselves back to 
traditions again." 

Comparing China's reforms with those of the Soviet bloc, 
Wang said one big difference was that China's were initiated 
from the bottom. Farmers began leaving communes to farm 
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By Louise do Rosario in Hongkong 
Mhina’s Communist Party general secretary Zhao Ziyang 
told the 13th party congress last October: “Comrades! 
"af? The basic line of our party in building socialism during 
the primary stage is to lead the people in a united, self-re- 
liant, intensive and pioneering spirit effort to turn China into 
-a prosperous, strong, democratic, culturally advanced and 
. modern socialist country." Amid hyperbole and all the gran- 
. deur of this once-in-five-years party occasion, the spirit of the 
-1,900 party delegates was undoubtedly 
lifted. For months afterwards, the 
' spirit of the Big 13th (as the congress is 
. known) continues to be referred to in 
; party documents and meetings. 
] utside the hall, the mood is differ- 
ent. Millions of workers cycle to work 
| in dreary factories where changes are 
. mot noticeable. To them, it hardly mat- 
ters if socialism is at an advanced or 
s] primary stage, or whether the reform- 
- | ist or the conservative faction is win- 
|. ning the latest round of the power 
| struggle — their minds are on 
-.] Snowflake refrigerators, Panada 
| cigarettes and Honda motorcycles — 
and not on the anti-spiritual pollution 
campaign or the  anti-bourgeois 
liberalisation drive. Political apathy, a 
common sentiment after the excesses 
of the Cultural Revolution (1966-76), 
is more widespread than ever. A mea- 
sure of this apathy, notes one Chinese 
analyst, is that in recent years, each political campaign fizzled 
out more quickly than the preceeding one. 
E A decade of economic reforms has unleashed forces that 
| push the Chinese to scramble for a slice of the much-enlarged 
. economic cake. Consumption, retail sales and savings are all 
at record levels. The state preaches the virtues of thrift but 
_ there are no longer any strong moral and ideological forces to 
restrain the craze to buy, spend, consume and amass material 
products. Many feel that official Marxism has degenerated 
into an obsolete and unconvincing theory that does not bear 
close scrutiny. To many Chinese, the socialist “spiritual 
civilisation” actively promoted by Peking in the last few years 
means only “no spitting, no shouting.” Religion is also unap- 
pealing to a people known for their atheism. 

To live better is a natural and universal demand of man- 
kind. What is striking about itin China is the overhelming in- 
fluence the urge has had on the nation, especially in the last 
two to three years, thanks to the further dismantling of 
ideological inhibitions and the daily comparisons that 
Chinese themselves make with foreign visitors and their bet- 
ter-off Asian neighbours. : 
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p illustrated how this urge, once allowed to run wild , can 
an ng out the suppressed potential of a society which appears 
| € oe and indifferent in ordinary times. During that 
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Hospital directors spe: of serving the p 
plain that patients should bear more of the 
costs. Cultural officials point to the number c 
a year, and the cost of them, as evidence of a 
- On a day-to-day basis, new economic phet 
price rises, wage increases, bankruptcy , prom 
performance, and personnel re-training ha 
China faster, competitive and more expensive 
of life in China are of course still a far cry from 
tralised Western cities, but for Chinese who 
comprehensive (albeit low-budget) social se 
the new rhythm is beginning to be felt in certa 
flation, in particular, has heightened amor 
value of money, the unpredictability of life : 
keep an eye on major economic policies so as 
Economic reform and the wealth it br 
sparked off new ambitions and higher expect: 
difficult to satisfy unless China moves into a 
economic development and undergoes more 
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In 1978, peasants were content to plough the: 
wait for a good harvest and stock up enough 
consumption. As life improves, peasants want 
sumer goods while their urban cousins der 
ments matching those of overseas visitors. C. 
aganda that reform will bring immediate b 
heightens expectations. Simple desires such ; 
bicycles and monochrome TV sets expand t 
video recorders and overseas travel. 

_ There are other intangible aspirations asso: 
ting rich: job mobility, more channels for ] 
ment, equal access to certain goods and servic 
fair competition. Unless there are radical char 
society I$ Now being run, these demands car 
satisfied and people will feel let down by offi 
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All eyes are on China. It's a land of vast 
resources and tremendous opportunities, with 
an attitude towards trade and contact with the 
rest of the world that has changed fundamen- 
tally in recent years. 


Your key to this market is as close as your 
nearest office of the HongkongBank group. We 
can connect you to our network of branches in 
China, to our China Desks in New York, 
London and Singapore, and to HongkongBank 
China Services in Hong Kong. 


Our specialists can arrange your introductions 
to Chinese enterprises and corporations. 

We can help you conduct feasibility studies 
and structure financial requirements. Along 
the way, we can help you avoid the pitfalls that 
await the unwary. And when your project is 
ready, HongkongBank can arrange the 
necessary funding. 


With HongkongBank comes peace of mind. 
The Group has over a century of experience 
with the dynamic China market, and is today 
one of the world's major financial institutions. 


Headquartered on China's doorstep, 
HongkongBank is superbly positioned to help 
you grow in China. Contact HongkongBank 
China Services Limited at 13th floor, 

| Queen's Road Central, Hong Kong, or any 
of our offices worldwide. | 


HongkongBank 


The Hongkong and Shanghai Banking Corporation 


Marine Midland Bank * Hang Seng Bank 
The British Bank of the Middle East * HongkongBank 
of Australia * Hongkong Bank of Canada 
Wardley * James Capel * CM & M 
Equator Bank 


Carlingford and Gibbs Insurance Groups 
Concord Leasing 


Fast decisions. Worldwide. 


CONSOLIDATED ASSETS AT 31 DECEMBER 1986 
EXCEED US$91 BILLION 





At last, Chinas 


treasures feel 
closer to home 


Holiday Inn’s legendary hospitality is now part of the 
three most beautiful cities in China. The best of China’s 
treasures are just a few steps from the comfort of your hotel. 

In Beijing, Lhasa and Guilin you'll find the same 
consistently high standards of comfort and service that are 
part of the Holiday Inn legend in over 1,600 hotels around 
the world. 

Staying with Holiday Inn in China you'll discover the 
best of both worlds. A few more reasons to choose Holiday 
Inn first. — — — LOCATION * COMFORT ° VALUE ————. 


TheWorlds First Choice 


3 Holiday Sun 


For further information and reservations: 
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You Could 
Gather 
It Yourself 


The Recognized Authority 

Now in its 24th year the CHINA TRADE 
REPORT which is published monthly by 
the Review Publishing Company Limited 
has long been recognized by leading 
business executives throughout the world 
as the most authoritative newsletter of its 
kind. 


CHINA TRADE REPORT 

Provides A Broad Range 

Of information 

Covering subjects which range from 
foreign investment to fashion, electronics, 
telecommunication, engineering, contract 
negotiations and to literally dozens of 
others the CHINA TRADE REPORT is 
essential reading for anyone doing, or 
wishing to do, business with China. 


You Could Gather It Yourself 

You probably could get the same informa- 
tion on your own but in order to locate 
what is contained in each and every 16 
foolscap page issue of CHINA TRADE 
REPORT you'd have to read hundreds of 
publications, not to mention have your 
own network of people reporting from all 
the important zones in China. 
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pectations that are far outstripping the pace of reform and 
the limits of change the party is willing to tolerate. So far, itis 
still relying heavily on traditional, crude methods such as 
purges, moral persuasion and heavy-handed administrative 
orders to dampen what it views as dangerous expectations. 
But there have been some subtle changes with the ascen- 
sion of a younger and clearly reformist leadership. The latest 
official theory that China is still at the primary stage of 
socialism after three decades of socialism is one measure of 
| how far the present leadership is willing to bend dogmatic 
- Marxist rules to meet development needs. The theory im- 
plies China’s further rejection of the unachieveable and 
abstract Maoist-type utopia of equalitarian communism and 
a bold admission of the country’s backwardness. 
. But as reforms proceed to more sophiscated levels, clever 
ideological arguments silencing orthodox Marxists are only a 
small part of the battle. There is a more pressing need to 
come up with more systematic, scientific and workable prac- 
tical mechanisms that will channel the otherwise diffused and 
sometimes misled energies of the nation to a higher level of 





o| economic development — a task which calls for a higher 


calibre of leadership than is offered at the moment. 
Farmers have already been mobilised effectively to make 





rural reform a success, but not so the urban dwellers. Much | 
of China's human resources remain untapped. xr 

Recent Chinese history has illustrated how powerful the. 
human spirit is when moved by a high-minded purpose and a 
forceful, charismatic leadership. In the 1940s, nationalism 
united the nation against the Japanese invaders. In the 1950s, 
patriotism and the prestige of the communist party brought - 
about the return of large numbers of intellectuals from over- _ 
seas and a spectacular rate of post-war economic growth. 
During the Cultural Revolution, it was the search for the per- 
fect human society and Mao Zedong's charisma that brought 
millions of youths to the streets to build a new order. Today, 
sparks of nationalism and patriotism are occasionally dis- 
played when China wins an international tournament. The 
party is no longer the strong, gravitational force holding the 
nation together. 

What binds China today is the desire for material pro- 
gress. How to translate this desire into powerful fuel to push 
through even more complicated and difficult reforms, there- 
fore, will remain the most daunting challenge for the leader- . 
ship for many years to come. uU 
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Aore professional 
less political 


By Bob Hu in Peking 

olitical conviction and comedy were once said to be the 
main strengths of China’s People’s Liberation Army 
(PLA). Maoist words and deeds were superior to bul- 
lets and bombs, and if that did not ensure victory, the enemy 
would surely die laughing at the abysmal state of the Chinese 
m E M. 
In the last decade, the PLA has striven hard to close this 
credibility gap and turn itself into a modern, professional or- 
ganisation. Important aspects of this task were realised in 
1987, with the continued pruning of military influence from 
the political process, a major restructuring of the high com- 
mand, and revised operational doctrines. ~ 

|. The retreat of the military from politics is almost com- 
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plete. Only two soldiers, Qin Jiweiand . 
Yang Shangkun, now sit on the Polit- 
buro, compared to some 10-11 only 
three years ago. However, military 
representation is still strong in the 
Central Committee, and especially in 
the Central Advisory Commission, 
where numbers have not dwindled and 
the old cronies still wield much influ- 
ence. Only when Red Army veterans 
and arch-conservatives such as Liu 
Desheng finally fade away will the 
PLA’s traditionally powerful political 
voice be muted, though not complete- 
ly silenced. vU 
Some military men do not have the 
clout (nor, it seems, the desire) to push 
their opinions on non-military mat- 
ters, which are now narrowly defined > 
to exclude economic or political re- 
forms. Those who do have found thèm- 
selves alienated from their colleagues. 
Yu Quili, the hardline former director of the PLA political 
department, apparently decided not to attempt to retain his 
Central Committee and Politburo seats at the 13th Party 
Congress after gauging that he wo et 
support from delegates, say Chir 
been agreed beforehand that he should 
both bodies. He thus avoided the 
tive Deng Liqun, who was voted oi 
Military leaders have been among th 'st supporte: 
of Deng Xiaoping, who used his chairmanship of the Central | 
Military Commission (CMC) to help secure his overall power | 
base. The accession of Zhao Ziyang to the party CMC at the 
T endorsement of 





















































tory has the PLA been in such good fighting shape.” 

Many newly-promoted military commanders owe their 
positions to the reforms. The average age of officers 
divisional command level and above is now early to m 
50s. Such officers are being promoted over older, but 
able and qualified officers. Under the traditional. 
tem, which has yet to be totally abolished, promot | 
based on seniority and ideological background, rather than 
merit. 

While these younger commanders 
members, they are professional soldiersfust. Ever 
cal commissars, who ensure loyalty to the party am 
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ranks, identify more closely. 
ferests; o coss a 
-. Major personnel changes at the top in recent months, in- 
cluding the appointment of new chiefs of the general staff and 
the political and logistics departments, are part of a wider 
reorganisation of the high command aimed at transferring 
greater responsibility from the party to state and army or- 
gans. Diplomats believe that this will see the resurrection of 
. the Defence Ministry into an important organ of policymak- 
ing and implementation, and a reduction in the role of the 
state CMC, which may be abolished. The party CMC will, 
however, retain ultimate control of the military. 

— . The state CMC was established by constitutional decree 
. in 1982, and was originally intended to take over the opera- 
- tional running of the armed forces from its party counterpart, 
. leaving the party CMC primarily responsible for overseeing 
- political and disciplinary work. However, no attempt has 
. been made to give the state CMC the apparatus to take on its 
 constitutionally defined tasks, and it has been officially 
stated that there is no difference between the state and party 
CMCSs. 

The Defence Ministry has been largely defunct since 
being stripped of power after the 
then minister Lin Biao attempted 
a coup in 1971. To underline its 
.| claim to power, Qin Jiwei, the senior 

serving general in the PLA, will take 
over as minister from Zhang Aiping - 

at the forthcoming National People's 
Congress. The ministry will then be 

_ | able to carry out its assigned tasks, 
|. which include the general plan- | 

| ning of the PLA's modernisation. 
|] and management of the military 

- budget. 

To further dilute the military's 
role in internal affairs, the People's 
Armed Police (PAP) has been built 
up as a counterweight since 1982. 
The PAP is under the CMC and out- 
side the military chain of command, 
and is responsible for internal sec- 
urity — once a central task of the 
PLA. During the disturbances in 
Tibet in October 1987, the PAP was 
| .j sent in to restore order. In certain 
.] respects, therefore, the PAP is 

|-as formidable an institution as 
the PLA. The Chinese security ap- 
. paratus seems to be evolving into an interlocking institution, 

much like the Soviet KGB-military set-up, where no single 
organisation has a monopoly of power. Such a check-and-ba- 
lance system will strictly limit the PLA's future influence, 
-| though it is highly unlikely that military commanders will 
- | make a grab for power in the forseeable future. 











he PLA has reached a significant point in its drive for 
T soos Basic organisational objectives have 
been reached, such as the administrative — though not 
qualitative — changeover of its field armies to integrated 
group armies, and the demobilising of one million soldiers, 
Originally announced in mid-1985. 
- Of more fundamental importance in the longer term has 
been the completion by military researchers of a major pro- 
ject intended to map out the basic strategic principles and 
octrine of the PLA into next century. The report, China's 
nce Mrategy to the Year 2000, contains some 30 million 
aracters, and ranges from platoon tactics to star wars deve- 
foópment. it is one of the first definitive statements of new 
strategic principles since the death of Mao Zedong. 
_ ihe report is now being discussed at a high level, and 
jor portions of it are likely to become policy later this year 





























































the army is acquiring a rapid deployment capability. The 
helicopter group is the air-mobile arm of a group army, pro- 
viding troop and logistic transport and anti-tank support to 
ground forces. 

Naval power is also being built up. Last year saw the navy 
flexing its muscles with a series of highly publicised exer- 
cises: amphibious manoeuvres around the China-Vietnam- 
Philippines contested Spratly islands in the South China Sea, 
and wargames east of Taiwan. 

Nuclear forces continue to be developed, with the em- 
p on acquiring a credible second-strike capacity. This | 
as meant concentration on mobile launch platforms, both 

_ land- and sea-based. At least four submarines equipped with 
: intercontinental ballistic missiles will 

enter service in the next decade. 
Overall, weapon  procuremen 
rates a low priority in the PLA’. 
modernisation, mainly because 
funds are limited. However, there is 
increasing pressure from the mili- 
tary for a greater share of the coun- 
try's growing economic prosperity. 
Although one Chinese analyst notes 
that the PLA complains less than 
most other armed forces about mili- 
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ur electronic systems cover the 
whole range of defense require- 
ments of all three armed forces. 
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| plan to boost 
power production 
PME To deal with the transportation problem, China is build- 


i 
By Elizabeth Cheng in Hongkong | . . | ing thermal stations close to the coal mines, and in port cities 
Qe hronic energy shortages continue to plague China's and load centres. Extensive railway construction linking pro- 


























tonnes, according to China's State Statistical Bureau. - 
| _ Although China has vast amounts of good quality coal, it. 
| is mostly in remote, inland areas — such as Shanxi and - 
| Shaanxi provinces — where transportation to ports is ba 







Freezing winters there pose added difficulties im unlo: 
when the coal stays frozen to rail cars. Energy analys 
mate that only about 50% of China's coal output is wa 
and clean. The rest is sold with garbage mixed in. This 
duces the product's export viability and hence its foreig 
exchange value. i 





_ _ efforts at economic modernisation, despite the ducing mines to city and port areas is taking place simultane- 
/— "WP country s rich resource reserves. While electricity ously, but none of these developments is moving fast enough 
supplies improved by 10.7% last year over 1986 (com- to satisfy demand. A Ministry of Wate C 
pared with a 9% growth in GNP), they still lagged far | tric Power official says the country $ 

age. o 


behind oon industrial out- | 
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British Petroleum esti- 
mates China's proven re- 
serves at end-1986 to be 170 
billion tonnes for coal, 2.4 
allion tonnes for oil, and 

..0 trillion ft for natural 
gas. China gives substan- 
tially more bullish esti- 
mates for its reserves: coal 
reserves for instance have 
been estimated at seven 
times more than BP's projec- 
tion. 

Much of China runs on coal, which fuels nearly 80% of all 
electricity consumed, followed by oil, hydropower and natu- 
ral gas. Peking's seventh five-year plan (1986-90) however 
calls for a better balance among fuels, with oil increasing its 
share to around 20% and coal being cut back to around 70% | 
by the end of the plan period. As part of a drive to develop its | 
energy resources, China is investing some Rmb 117.66 billion | 

(US$56.16 billion) — 23.5% of its total capital outlay — in | 
: 
| 
| 





energy projects. 

Many problems face China's attempts to develop its natu- 
ral energy reserves. Low technological skills, poor manage- 
ment, shortage of foreign exchange and primitive suppport 
structures all contribute to slow progress in meeting spiral- 
ling demand. However, the anticipated restructuring of the 
energy ministries — coal, petroleum and nuclear power — 
into a single Ministry of Energy is expected to facilitate deci- 


first time. 
A pick-up in the price of world crude from the lows of 
US$9-10 a barrel in 1986 to US$16-18 also helped to stimu- 
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sion-making and to cut | | | | | | late exploration  in- . 
red tape. The restructur- CHINA'S ENERGY CONSUMPTI terest. But these deve- 


ing is expected to be an- e ac lopments have come too 
| Doubcedm late March. PATTERN, 1986 a fate to save a number of 
. Total energy S Chinese oil-supply . 
for January-August 1987 — Natural gas bases a particularly |. 
(the latest figures availa- 2.1 mtoe) 1.8% | (28.2 mtoe) 4. those in the south — 
over a year previously But, despite previ- 
at 75.67 million ton- ous disappointments, | 
nes coal equivalent, none of the oil majors 
largely as a result of have left China. Many | 
maintain atoehold,even | 


natural gas production & a on i 
falling by 19.6% (1.2 Coal Oi if they are not active | 
billion m3). Coal out- mice) 19.2% (99.2 mtoe) 14.8% in exploration. Having - 


spent as much as a com | 
bined US$2 billion in 
offshore ^ exploratior 
since 1982, foreign oil 
groups are reluctant to 
quit China. Only a frac- 
tion of that cost has been 
recovered so far. Some 


¿io put rose 3.1% to 74.5 
.| million tonnes — help- 
| ed by the coming on- 
stream of the Pingshuo 
"coal mine joint venture 
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like Total are engaged in non-oil activities, such as coal mining, 
refining and natural gas operations, albeit on a small scale. 
Others, particularly Japanese operators, have merely regroup- 
ed to accomodate new partners or for better contract terms. 

The recent announcement by the China National Off- 
shore Oil Corp. of the schedule for the third round of bid- 
ding in offshore oil exploration — to begin this summer — 
was low key. The euphoria from foreign companies that 
greeted the first round, and to a lesser extent the second, is 
now noticeably absent. 

One thing keeping operations up now despite the oil price 
fall is the decline in service cost, says Mike Morrow of Petro- 
leum News, a Hongkong energy publication. He says drilling 
costs have fallen by more than 50% since 1984. “Even if 
prices don't come back, we've got a cheap oil well," he 
added. But for many operators, low oil prices have been a 
disincentive to new exploration efforts, Producing countries, 
too, are generally cautious about increasing exploitation for 
. relatively low returns when oil is scarce. 

China's eagerness to hold on to foreign interest is appa- 
rent in the softening of contract terms over the past year and 
_ in the waiving of royalties on any offshore production of less 
than 20,000 bpd. China is also beginning to realise it cannot 
rely on the allure of its name alone and that it has to compete 
with more accessible fields in Malaysia and Indonesia. Last 
year, Malaysia signed more new exploration contracts with 
foreign operators than any other country in Asia, following 
the relaxing of its contract terms. 

Oil analyst Andrew Burns notes that on balance, China is 


|| FOREIGN TRADE 
| Reforms could 
|leadto — 
larger deficit 


hina is in for a chaotic time 
in foreign trade this year as 


reforms, announced late 
| last year, are implemented. 
| Contradictory pull-push factors 
"p generated by Peking's attempts 
..| to decentralise its trading sys- 
Jj temare likely to result in foreign 
. exchange flow problems and a 
- wider trade deficit than last 
. year, some analysts predict. 
: | China will have more 
- foreign exchange to spend this 
. year after last year's successful 
Shrinking of its trade deficit, 
. says Thomas Chan of the Uni- 
. versity of Hongkong's Centre 
for Asian Studies. Chan notes that China is also relaxing 
foreign exchange spending controls on foreign trade corpora- 
-tions (FTCs), a move which will encourage more spending. 
. China's Economic Daily recently reported an announcement 
by president of the People's Bank of China (central bank) 
Chen Muhua that foreign exchange spending controls will be 
phased out this year. Foreign exchange trading centres 
(under the supervision of the State Administration of Ex- 
change Control) will be established in key cities, provinces 
and economic zones. But the relaxation does not mean that 
FTCscan freely buy goods to enhance staff comfort. 






















better than Malaysia for small discoveri 
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bpd), whereas Malaysia generally offers better production 
sharing terms. He notes that if a pn Ou like ACT, 
which is not government-backed, has decided to develop its 
discovery in the Pearl River Basin, it was likely that the deci- 
sion was a commercial and not a political one. Political con- 
siderations had apparently played a part in other earlier pro- 
duction-sharing efforts with China. — 

Onshore, there have been no foreign takers, except for Aus- 
tralia's CSR Petroleum on Hainan Island, mainly because the 10 
southernmost provinces opened to foreign operators hold 
the most difficult geology and poorest prospects of any of 
China's basins. Since the second half of last year, Chinese au- 
thorities have also changed the rules and now insist on con- 
trolling all supply services, a move which further dampened 
foreign interest, notes Bernd Knoll, an energy consultant. 

China has also been pushing to develop its natural gas re- 
sources, but progress has been slow. A major natural gas- 
production project with Atlantic Richfield Co. (Arco) of the 
US on Hainan island is still bogged down in negotiations over 
the wellhead price at which Arco will sell the gas to 
Guangdong province. 

Although China boasts of having the richest water-power 
resources in the world, it has been able to tap only about 
6.4% of its exploitable resources. The biggest drawbacks are 
the long lead time required to construct hydropower stations - 
and related distribution channels, capital intensive require 
ments and distance. Most of China's hydro resources are in 
the southwest, far from the coastal and industrially de- 
veloped east. Construction would, therefore, involve huge 
investment in long-distance transmission. The gigantic 





China will also come to the market in a big way for spare 
parts and components to feed its booming assembly indus- 
tries, such as TV picture tubes. This trend has already begun, 
as seen in the import of TV cathode ray tubes which doubled 
in volume in the third quarter of 1987 compared with 1986, 
according to China's latest customs statistics. The import 
value of these tubes, on the other hand, soared 350% in the 
same period. | 

Chan pointed out that the value of such imports had risen 
at a faster rate because of à depreciating renminbi, resulting 
from its unofficial link to a falling US dollar and that the im- 


CHINA’S MAJOR 


TRADE PARTNERS 
(Jan.-Sept. 1987) 


-ed to US$3.7 billion last year 
from US$12.8 billion a yearago, 
according to China's State 
Statistics Bureau, though the 
Ministry of Foreign Economic 
Relations and Trade (Mofert) 
claims there was a small trade 
Surplus. The discrepancy in fig- 
ures is largely due to differences 
in computations, with Mofert 
nevewnstés i basing its calculations on fees 
and income which do not take into account all shipments into 
and out of the country. T 2D "" 

Exports in 1987 performed better than expected, rising 
24% over 1986 to US$38.2 billion, while 1987 imports eased 
to US$41.7 billion from US$42.9 billion in 1986. Some 65.5% 
of the exports were finished goods, such as garments, 
machinery, chemicals and light industrial products. High 
growth industries included textiles and coal, notes the State 
Statistical Bureau. But petroleum exports have not done well 
and are not expected to improve much this year in light of 
relatively low oil prices. 9 
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3ezhouba Station on the Yangtse, just below its Three 
Gorges section, has been under construction for as long as 17 
years and is expected to be completed this year. 

The millions of dollars — some of them from overseas in- 
vestors — spent in the construction of infrastructural 
facilities, residential and commercial complexes for foreign 
oil personnel in such designated offshore oil centres as 
Zhuhai, Zhanjiang and Canton (all in Guangdong province) 
have failed to reap. expected returns. 


huhai, one of China's four special economic zones, 
looks like a ghost town on weekdays and efforts to re- 
lace the anticipated oil business with tourism and 
manufacturing have been slow to take off. A multi-million 
dollar international container port developed jointly with a 
Hongkong company lies idle bor want of a customs house. 
. The port is now used by river boats and the occasional cargo 
ship from Hongkong supplying exotic foods for senior 
. bureaucrats. The port and a nearby residential and commer- 
. cial complex were financed by foreign commercial loans. Re- 
| payment has been regular and though there have been sug- 
| gestions of restructuring further payments, the Chinese party 
|. has made no formal approach, according to a banking source. 
i1 ^ Zhanjiang, facing Hainan Island, tells a similar tale of 
| woe. Foreign oilmen have mostly moved out of the place with 
the exception of Total of France which maintains a staff of 15 
n bachelor status — a year ago it had a sizeable contingent 
t» with families housed in a self-contained village outside the 
| city. Total has dropped out of further exploration after bring- 
ing to production a small oilfield in the Beibu Gulf and is now 
hoping to recover its investments from the production shar- 


Imports of raw materials and key equipment for industry 
and agriculture — machine tools, TV picture tubes, vegeta- 
ble oils, sugar and rubber — rose substantially, but signifi- 
cantly, cars and consumer goods dropped. Sugar and wheat 
purchases are expected to 
rise sharply this year in the 
wake of a sugar shortage and 
poor grain harvests. 

There may be difficulty 
in textiles and garments, 
China's largest export 
earner, meeting their growth 
target of 18% a year in 1988, 
having enjoyed a 2076 
growth in 1987 and a 60% 
rise in 1986. Their perform- 
ance. this year will be af- 
fected to some extent by a 
new bilateral textile agree- | : 
ment with the US which e 
limits growth in textile ex- | 

ports to the US to 3% annu- 
ally for the next four years. 
In addition, other items not 
under quota before will also 
come under the agreement, 
including clothes made of 
silk, ramie and other natural 
fibres. 

However, the US absorbs only about 8% of Chinese tex- 
tile exports — textiles and clothes account for nearly half of 
China's total exports to the US — compared with Japan's 
-| 16%, according to Chinese customs statistics. The bulk of 
<| China'stextiles and garments are sold to Hongkong but even 
| these are affected by Hongkong's ability to export its own 
$| finished garments to the US and other world markets. This 
—] ability is also being undermined by protectionism. 

-Trade with Japan, China's second-largest trading partner 
fter Hongkong, is expected to be constrained this year 
argely as a matter of policy and partly as a result of a strong 
en. This policy appears to have paid off with the successful 


(US$ billion) 
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ing. Zhanjiang’s grandiose plans to attract oil-related busi- 
ness, foreign tourists and Hongkong manufacturers have fall- 
en by the wayside. Its international hotels now cater to. 
domestic visitors and hopes of raising much needed foreign 
exchange have dimmed. A 
Even Canton, which fares better than the other two plac 
because it can fall back on a thriving industrial and comm 
cial base, is losing its importance as headquarters fo: 
pecting oil firms. However, Shekou (managed by the c 
mercially-oriented China Merchants group), only an hour 
ferry ride from Hongkong and closer to concession blocks, 
picking up much of the slack. Most of the foreign oil major 
are in the process of moving their offices from plush hotels in 
Canton to less expensive quarters in Shekou. Several new 
buildings are going up in Shekou to meet these demands and 
the city may soon replace Canton as the epicentre of activity 
for foreign oil companies in South China, oil experts say. 
Canton was the site of another multi-million dollar con- 
struction folly raised on hopes of oil (REVIEW, 28 May '87). 
One of the players in Canton's Nanhai Oil Centre joint ven- 
ture today languishes in jail while the C ea 
have taken over the responsibility for rep 
bank loan raised for this project. The ce 
complex, was expected to provide top cla 
recreational and business facilities for a si 
community. For image reasons, China has 
its foreign borrowings to default, though s 





turn out to be disasters. 
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narrowing of China's deficit with Japan. : 
tween the two countries have been strainei 
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luctant to sel 
Ching o 9e LE S 
Western Europe appears = 
to be reaping the benefits of. |. — 
Chinese attempts to cut back | 
purchases of Japanese pro- |. 
ducts, such as cars. Pekingis- 
making a conscious attempt |. 
to buy European cars instead 
of Japanese ones, a trader 
notes. France has been 
particularly active, opening 
three trade offices in China 
since the beginning of 1988. 
France appears to be one of | 
the most forthcoming among |: 
industrialised nations in sell- — 
ing high technology to - 
China. 3 
One of the most dramatic - 
growth areas is Taiwan — - 
two-way trade through 
Hongkong is expected to 
make impressive strides this. . 
year as Taiwan further relaxes its stance in dealing with - 
China. However, Taipei has remained firm in refusing to - 
allow direct trade. Hongkong figures show that re-exports of 
China-origin goods to Taiwan more than doubled in the Jan- | 
uary-November period of 1987 compared with the same | 
period in 1986. Re-exports of Taiwan goods to China in- - 
creased by 5096 over the same period. Textile yarn and fab- 
rics, and crude animal and vegetable materials make up most 
of China'ssales to Taiwan. Paradoxically, Taiwan textiles are 
the main product sold to the mainland — eight times more 
than Taiwan's intake of mainland Chinese fabrics in value 
terms. — Elizabeth Cheng 
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TRADE REFORMS. 


New freedom to 
make a profit 
...Oraloss 


hina’s trade reforms call for decentralising of the pro- 
vincial foreign trade corporations (FTCs) of the Minis- 
try of Foreign Economic Relations and Trade (Mofert) 
-< which controls the bulk of China's overseas trade. These 
. FTCs will in the next few months change into financially in- 
- dependent business entities responsible for their own profits 
and losses. The FTCs will no longer set export purchase 
prices — a system which robs domestic manufacturers of any 
initiative to meet market demand because they have no say in 
fixing the selling price of their products — and will instead act 
as mere agents. 
Who will set the price is still unclear. Thomas Chan of the 
University of Hongkong's Centre for , 
| 





Asian Studies says it is likely that the 
procurement price will be deter- 
mined either by negotiation at pro- 
vincial or local levels or by the cen- 
tral government, depending on the 
type of goods. 

Other factors included in the re- 
form package announced by Mofert 
last November are: giving more deci- 
sion-making power to foreign trade 
and export-oriented enterprises, re- 
duction or exemption of taxes on ex- 
ports, and redistribution of foreign- 
exchange earnings in favour of enter- 
prises making finished products. 

The most important of these 
changes centre on allowing the FTCs 
to operate freely without govern- 
ment interference and to be respon- 
sible for their own finances. Until 
now, the state was responsible for 
balancing the profits and losses of the 
FTCs. The FTCs themselves, too, 
will no longer need to siphon money 
away from profitable ehterprises to subsidise those that were 
losing money — a system which has contributed to a loss of 
initiative at production level and a shortage of capital for 
reinvestment, critics say. 

Mofert’s vice-minister Li Lianqing says the policy will be 

| applied on a trial basis first in export-oriented light indus- 
| tries, arts and crafts and garments. As an export incentive 
these industries will be allowed to retain as much as 70% of 
the foreign currency they earn. He says the machine-building 
and electrical equipment industries will be allowed to retain 
5076 of their foreign-exchange earnings, while a number of 
electronic categories will be allowed 10095 retention. FTCs 
=i which will no longer be state subsidised will be allowed a 
op share (estimated at about 30% ) of foreign-exchange reten- 
tion to help balance their accounts. 

Critics say the attempt to reform the foreign trade Sys- 
tem is likely to run into snags similar to those which 
greeted previous attempts. Chinese officials themselves 
have privately admitted that foreign trade reforms have 
made little headway over the past two years. Yeung Wai- 
- hong, a China economic specialist in Hongkong, attri- 
butes the problem to an entrenched Stalinist framework 





Arts and crafts: 
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He points out that the reforms introduced so far have 
been inadequate and that even if they were carried out it is 
uncertain that the intended results would be achieved. For 
one thing, he asks how these new incentives will be distri- 
buted, adding: "The way in which the new incentives are allo- 
cated will evidently have an important bearing on the out- 
come of the reform." 

Another critic questions the viability of the agency sys- 
tem, noting that when these agents depend on earning com- 
missions on sales and imports they will be tempted to under- 
cut one another to get the deal while ignoring the quality of 
the trader involved. These could lead to any number of de- 
faults. He notes that since China's adoption of the UN Con- 
vention on Contracts for the International Sale of Goods, 
which went into effect at the beginning of this year, there 
are already 75 cases of default pending arbitration in 
Peking — more than 5076 of them brought by the Chinese 
partners. 

A lawyer with an international firm observes an increas- 
ing tendency among Chinese corporations in a joint-venture 
contract to default “because they think they can get away 
with anything they want." Another phenomenon was the 
large number of commercial fraud cases in China which came 
to light in 1985-86 and which apparently prompted the State 


Council to order Chinese corporations to exercise their lega! - 


rights in cases of default. The implication was that if th 
Chinese partner did not take the of- 
fender to court, he may be accused of 
bad management or corruption. 

China's export-subsidy system 
also gives rise to all sorts of prob- 
lems, not the least of which is the 
massive drain on the country's finan- 
cial resources. Some 80% of China's 
foreign exchange is generated from 
exports and a substantial portion of 
that appears to be subsidised. 

Since the 1985 price reforms, 
which led to rising domestic prices, 
the renminbi cost of producing an ex- 
port item has been higher than its ex- 
port price. For instance, if it costs 

around Rmb 5:US$1 to produce an 
export product which is then sold at 
the official Rmb 3.72 rate in the in- 
ternational market, Peking ends up 
having to subsidise the difference. 
The average cost of earning foreign 
exchange was estimated at Rmb 
4:US$1 in 1985 and Rmb 5 in 1986 
while the official exchange rate re- 
mained at Rmb 3.72. Government departments and provin- 
cial authorities adopt internal settlement rates that are gener- 
ally Rmb 1 above the official rate, while in places such as 
Shenzhen where there is a quasi free-exchange rate market, 
the US dollar can be exchanged for 4096 more than the offi- 
cial rate. | 
"The present system of multiple exchange rates," says 
Yeung, “in effect amounts to a government conferred sub- 
sidy for those corporations that are allowed to carry on busi- 
ness at a more favourable exchange rate." This is unfair to 
other corporations and areas which have not been allowed 
the same advantages and since the setting of such exchange 
rates is arbitrary, it could well encourage corruption, he says. 
Although trade is generally accepted as China's only route 
to modernisation a source of foreign exchange, desperately 
needed to advance its industrial and technological know- 
how, it is constrained by absence of a domestic free market 
system. An encouraging sign is that China's new breed of 
leaders recognises this defect and appears to be committed to 
changing the overall economic system into a relatively mar- 
ket-oriented one — though this is likely to take a long time. 
— Elizabeth Cheng 
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. Over 250 Million People... 
On One Television Network. 
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The People's Republic of China has given CBS exclusive rights to sell its television advertising 
package for the 1988 Olympics. Due to the great popularity of this exciting event in China, your message 
can enjoy high reach and frequency in this rapidly growing and potentially 
enormous market. You can even enjoy product exclusivity. 

Because of our long and successful experience in China and our close relations with 
China Central Television, a simple call to CBS is all that it takes to get your message to this market. 
Contact CBS Broadcast International, (212) 975-8585, Telex 662101 CBINY, and be certain that the millions of 
1988 Olympic viewers in China will also be seeing your company message. 
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Down on the 
are char ging 


By Stephen Dowdle in Hongkong 
T^ enormous changes that are transforming rural China 








are phenomenal, especially when one considers the 
short time in which they have occurred. Traditional pat- 
terns of rural social and economic behaviour are adapting as 
- more progressive economic reforms reshape the Chinese 
. countryside. However, economic reforms have preceded po- 
. litical reforms and rigid political systems are increasingly im- 
. peding further progress in the agricultural sector. 

.. The return in 1987 of pork and sugar rationing in major 
. cities is seen as a setback for the agricultural and rural re- 
. forms which began in 1978. The early successes in increasing 
| the production of nearly all agricultural products have given 
way to more selective growth. Production of crops with a low 
economic return — such as wheat and rice — has stagnated, 
while production of those with high economic return — 
fruits, vegetables, and cash crops like rapeseed and fibre 
crops — has continued to increase. 

Grain imports in 1987 reached a record 16 million tonnes, 
while grain exports fell to 7.4 million tonnes from 9.4 million 
tonnes in 1986. For 1988, the government has announced 
| minor new policies to stimulate grain production — more in- 
| vestment funds for agriculture, greater effort to ensure that 
farmers receive vital inputs, and the state procurement price 
for wheat was increased by some 3-7% , depending on prov- 
ince. Procurement prices for corn and rice were also in- 
creased, but the rises were very selective and will affect only 
a small proportion of production. 

The failure of the government to announce any major new 
price initiatives affecting grain production is worrying farm- 
ers. The farmers have to cope with rising prices for agricul- 
tural inputs resulting from scarcities, illegal hoarding and 
trading, and rampant corruption among local officials. Farm- 
ers are concerned that instead of using economic measures to 
. | address the shortfall in grain production, policy will rely on 
| old forms of coercion by local officials. Re orts from one 
province of officials warning that farmers’ children would be 
. expelled from school if their quotas were not met were but 
. one example. 

. But officials have less control over farmers' lives because 
farmers now have more choices than they did in the past. The 
development and diversification of the rural economy are hav- 
ing an important impact on agriculture, and not everyone, 
especially people in urban areas, fully understands the sig- 
nificance and influence of this historical process. The rural 
economy is no longer exclusively agricultural, but overall is 
becoming specialised, commercialised and modernised. 
From 1978, the output value of rural industries grew atan 
. average annual rate of 28% to 1987's record of Rmb 450 bil- 
lion (US$219.5 billion). In the five years 1979-83, the gross 
. product value of rural industries increased by an average of 
. 1776 a year. In 1984 and 1985, rural industry advanced at the 
, astounding rate of 40% and 45% respectively. In 1987, total 
output value of township and village enterprises exceeded 
the total agricultural output value for the first time. 
. Many problems confront the further development of rural 
industries, including obsolete equipment and low-level 
technology, poor product quality, shortages of raw materials 
and energy, and declining profit. Nevertheless, given the 


| 76 





- flexibility of rural enterpri 


| 
| 
| 
| 





ts and | lity to make quich 
management decisions in fast-changing market conditions, it 
is expected that rural enterprises will continue to develop, 
though at a slower growth rate. By the year 2000, it is planned 
that rural industries will employ about 200 million farmers, 
whose total output will constitute about 70% of the total 
rural social product. 

The prosperity of rural industry and the higher wages paid 
to its workers are, naturally, disincentives to agriculture. 
Further, the disincentives become increasingly significant as 
the gap between industrial and agricultural prices continues 
to widen. For agricultural production to achieve stable 
growth, it is imperative that the incomes of farmers keep 
pace with other forms of employment now available. In re- 
cent years, however, just the opposite has occurred. 

Rising per capita incomes, greater specialisation and im- 
proved marketing conditions have all contributed to shifts in 
consumption patterns, and these in turn have changed the 
nature of agricultural demand. Diets have improved, with 
people consuming more meat, poultry, eggs, fish, fruit and 
vegetables. There is a strong consumer preference for higher 
quality grains (wheat and rice) and a shift away from coarse 
grains (corn, sorghum, millet, barley and oats). 

Farmers have responded rapidly to the changing market, 
and have shifted production to crops the market prices of 
which have risen in response to increased demand. Spending 
on food has increased, particularly in urban areas. Spurrec 
by a 21% rise in urban per capita income in 1986, city dwell- 
ers purchased a growing proportion of food on the free mar- 
ket, where quality — and prices — are higher. From 1984-86, 
the percentage of pork bought in the free market increased 
from 13% to 52% , while free market vegetable purchases in- 
creased from 42% to 74%, In the same period, the prices of 
vegetables rose by 33% , while the prices of poultry, eggs and 
pork rose 23%. 

Farmers have been quick to perceive and react to the rela- 
tive profitability of crops. In 1987, the area sown to grain de- 
clined slightly by an estimated 14,000 ha despite an attempt 
by the government to reverse a trend of declining grain area 
which began in 1978. Generally, area sown to coarse grains 
increased, while area sown to rice and wheat decreased. 
Areas sown to more profitable crops like cotton, rapeseed 
and fibres increased by 14%, 8% and 35% respectively in 
1987 over 1986. 

The economic environment for agriculture has become 
tougher. Since economic reforms were instituted in 1978, the 
material conditions for agricultural production have de- 
teriorated. Land resources diminished as cultivated land fell 
from a peak of 100 million ha in 1982 to about 96 million ha in 
1987. Major losses occurred because many factories, roads 
and housing projects were built on fields. Further, between 
1978-87, irrigated area fell to an estimated 44 million ha. 


increase their yields and economic returns. Fertilisers, 
good quality seeds, pesticides, plastic sheeting and 
diesel oil are in short supply. These shortages are exacer- 
bated by officials and traders engaging in hoarding and pro- 
fiteering — both of which are widespread in the countryside. 

Of all the inputs, shortages of fertiliser have prompted the 
sharpest criticisms and stirred debates about the distribution 
and allocation of fertiliser, the balance of nutrients, and the 
decline in soil quality in China. 

The farmers complain loudly. In some areas, they can buy 
only 5% of their fertiliser at the official state subsidised price. 
In Anhui, for example, farmers have to pay more than Rmb 
1,200 for a tonne of potash, when the official price is Rmb 
340. In some provinces, pesticides are being sold at five times 
the official state price. 

Despite record fertiliser production, up 18% to 80.6 mil- 
lion tonnes, and record imports, up 116% to 7.3 million ton- 
nes for the first three quarters of 1987 over the same period in 
1986, China has a severe fertiliser shortage. 

The growth in the use of chemical fertilisers has been un- 


T here is a large demand by farmers for inputs which will 
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ly rapid. 
re than 35% for the periods 1949-57 and 1962-67, and ap- 
-proached 20% annually in 1977-82. 

As to type, nitrogen fertiliser accounts for some 84% of 










ser of nitrogen (N) fertiliser, yet con- 
ants of phosphorous (P) and potassium 
n 1985-86, the ratio of N:P:K con- 
3:20:3, while the ratio in North 
nd that in Japan 100:109:90. 
nts has become a serious problem 
ice farmers began using chemical 
fertilisers in lar ioünts. The consequences of this imba- 
lance are becoming increasingly apparent and significant for 
agricultural production. Crops grown under these conditions 
. are unable to utilise nitrogen efficiently (resulting in lower 
- yeilds, wastage and damaging losses to the environment), are 
. of inferior quality and more susceptible to disease. 
| There is a large potential to increase the efficiency and 
` production of China's agriculture, but to meet production 
|. targets, the economics affecting farmers' decisions and the 
| technical requirements of production will need to be better 
' "nderstood and served. 
_ The central planners are debating how to maintain control 
“over a more diversified and productive agricultural sector. 
The government appears undecided to what extent to rely on 
market mechanisms rather than administrative means to 
achieve the desired mix of agricultural production. If the ex- 
perience of recent history is to be believed, China’s farmers 
are more willing to respond to a positive economic environ- 
ment than to political commands made in an economic and 
technical vacuum. 
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apid. Average annual growth in fertiliser use was = 








Den norske Creditbank in China 


We are active in China in financing industrial projects, 
property development and import/export trade. We offer 
a wide range of services including: | 


TALK TO US ABOUT YOUR CHINA BUSINESS 





DnC Limited/Den norske Creditbank, Hong Kong Branch 
16th Floor, Two Exchange Square, Central, Hong Kong 
Tel: 5-265926, Tix: 76020 DnC HX, Fax: 5-8101389 
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funds fail 


ecision-makers and economists in China are agonisin 
D over why, despite improvements made to the country's 
investment environment over the pa nonth 
eigners have not yet deluged the country ' 
Many of those who do invest have byp 
cial Economic Zones (SEZs) — Shenzh 
and Xiamen — on which a great de: 
has been spent to make them "w 
tion. Instead, investors have conv 
cipalities and counties, particular 
ern province of Guangdong, such as 
Shunde and Nanhai — known as t 
because of their booming econom 
vestments is in short-term assemb 
from businessmen in Hongkong w 
straints are serious problems. Bi 
technology investments are stil 
The relatively tepid response 
the promulgation of Peking’s “22 g 
vestment in October 1986 has mystif 
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. considered the move to be a big stride forward in meeting the 
. needs of the foreign community. 
7 Although the number of new contracts signed last year 
. was some 33% better than in 1986 — a slump year — it was 
. Still far behind the 1985 score. In value terms, contracts were 
- worth only US$3.68 billion, up a mere 10% over 1986, and 
. only half that of 1985. Most of these projects were small-to 
: medium-sized investments. | 
Ministry of Foreign Economic Relations and Trade 
. (Mofert) sources say investments from Hongkong, by far the 
. largest foreign investor in China, actually tumbled by as 
. much as 70% in value last year compared with 1986. In con- 
: trast, Japan stepped up its number of investments to over- 
. take the US as the second largest investor in volume terms — 
. though in terms of value, it still ranks third. A Mofert of- 
ficial noted that Japanese investment in China was still 
a fraction of Japan's total overseas investment and some- 
thing therefore should be done to 
= improve further China's investment cli- 
. mate. 
. The failure to accelerate foreign in- 
. vestment flow prompted China's State 
Council to hold a high-level meeting in 
January to discuss the issue. Party gen- 
eral secretary Zhao Ziyang and State 
. Councillor for foreign investment Gu 
Mu were among some 130 representa- 
_ tives at the meeting. 
.. The gathering marked a new aware- 
ness in Peking that something more than 
-. just tax incentives and other preferential 
_ | treatments — the core of investment re- 
- |. forms to date — has to be done to attract 


- large-scale fo 
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mate that at least matches thos 
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According to surveys outside China, foreign investors 
generally consider a range of factors, including political sta- 
bility, legal standards, quality of workforce, the freedom to 
hire and fire, and market opportunities, before makingade- |. 
cision to invest. Tax incentives are only one among these and 
other considerations. | 

Now more than ever, Peking regards foreign capital as es- 
sential to its modernisation drive and appears willing to bend 
over backwards to accommodate investors. This has been 
evident in the vast number of laws passed recently to give in- 
vestors a legal framework in which to operate. The January 
meeting, however, emphasised even more than before the 
need to speed up foreign investment. 

At the meeting, Zhao was reported 
to have zeroed in on the fundamental 
problems affecting foreign-invested 
enterprises. Mofert figures show that 
only one-third of the 4,000 foreign-in- 
vested enterprises in operation make a 
profit. Each year, actual utilisation - 
of funds amounts to only about half o 
funds pledged and of the more than 
10,000 enterprises approved for. for- 
eign investment up to the end of 1987, 
more than half are still not in opera- 
tion. | 

Official investigations reveal that 
most foreign enterprises in China are 
hampered by arbitrary and hidden levies 
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| of fees and charges at the local level and by a lack of coopera- 
- tion from Chinese partners and a difference in management 








local level. Often, national guidelines are just that, with in- 
terpretation of these laws left to local authorities. In light of 
the numerous liberalisation measures expected this year — 
there is a sense of urgency to meet plan targets, with almost 
half the Seventh Five-Year Plan period (1986-90) gone — local 
authorities are i ar to flaunt their new-found freedom. 


On the plus side, local officials and enterprises should be 
able to get things done quickly. There should be more flexi- 
bility in negotiations over such details as import duties, fees, 
. land costs and wages. Theoretically, there will be less red 
tape to overcome as foreign investors will no longer need to 
set Peking's approval for every project. Major cities such as 

hanghai, Tianjin and Canton as well as coastal provinces 

ach as Guangdong and Fujian, and the SEZs have all been 

uick to take advantage of these new policies, particularly in 
simplifying customs procedures and cutting charges. 

On the minus side, Peking’s call for financial self-reliance 
among state enterprises and for local authorities to be re- 
sponsible for their own decisions has created new problems. 
Provincial and city authorities which find they can no longer 
depend on Peking to fund infrastructural development have 
been known to demand contributions from foreign investors 
in their areas. 


eking’s foreign-investment drive this year will adopt a 
two-pronged strategy: import substitution, and as- 
sembling and processing. Candidates for import sub- 
stitution include vehicles, chemicals, electronic products and 
technically oriented consumer goods. Joint ventures in these 
sectors are usually ee intensive with a long-term commit- 
ment and involve technology transfer. The carrot held out to 
foreigners here is the prospect of selling to China's 1 billion 
people. Some like Thailand's agro-industrial conglomerate 
Charoen Pokphand Group, which has a string of feedmills 
and poultry rearing farms as well as one motorcycle-manufac- 
turing plant in China have found that the carrot tastes good. 
Even low-technology assembling and processing activities 
are encouraged because they fill a technical and managerial 
gap. Peking leaders recognise that though such operations 
may be opportunistic and short-term in nature, they 
nevertheless bring with them marketing know-how, interna- 
tional outlets, modern management and discipline, and em- 
ployment opportunities. Guangdong rovides a ready exam- 
ple of how such operations have benefited local economies. 
However, for every positive law there seems to be a nega- 
tive one to match, one critic said. The Investment Regula- 
tions for Partners of Sino-foreign Joint Ventures drawn up by 
Mofert and approved by the State Council, provides for the 
automatic dissolution of a joint venture should the partners 
fail to make investments on time. Partners who fail to make 
investments on time and carry out their contractual obliga- 
tions within a month of receiving the other partners' warn- 
- | ings will automatically lose their partnerships. 
— Critics say the law paves the way for easy nationalisation. 
For instance, it fails to take into account the very real possi- 
` | bility that foreign-capital input may be delayed because the 
. |. Chinese partner has not prepared the necessary documents 
-| intime. Although the law is aimed at discouraging unreliable 
©} operators, it will also hurt the solid ones, a legal expert said. 
le pointed out that the law could also be in breach of inter- 
— Elizabeth Cheng 
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Rise in rural — 
birth rate 
worries pl 


By Stephen Morgan in Hongkong 

orries about China's rate of 

surfaced with new vigou 

the past few months. Sor 

exaggerated, a few arise from : 

methods, but others were fully exp 

of demographic trends inherent in 

ture of China's population and nin 
forms. 

Central to these worries is a risin 
At the end of 1987, the State Statis 
mated in January, China's populatk 
million in the previous 12 months toa t 
billion — a natural growth rate of 14.18 p 
tion. From interpolation of available d 
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that the average national birth rate was about 21 per. 
thousand for the year. ae 
But the birth rate is almost certainly higher, and is likely 
to continue to grow for the next few years. Although bir 
rates have increased nationwide, the major problem : 
mains in the countryside where 8096 of the population live 
despite the statistical revision a few years ago which re- 
sulted in more than 4096 of the population being classified as 
urban. 
Sample surveys in rural areas last year indicated birth 
rates in excess of 22 per thousand; peasant families having 
their second child accounted for 31.596 of births and a thirc 
child 26.995 of births. These surveys underlined rural reality 
— the one-child family is on the rocks, at least in the coun 
tryside, not that it had that much success among the peasar 
try anyway. | - 
The alarm expressed in the Chinese press has beer 
nowhere near so pessimistic as the UN Fund for Populati 
Activities in Peking, which recently announced that Chii 
would exceed its target of limiting population to 1.2 billion à 
the turn of the century, and would reach 2 billion by the 2030s. 












































































- 500 million above the level planned by Peking. 
^. Officials have blamed the increase on laxity in promoting 
family planning. While that might be true, the upward swing 
in the birth rate was predictable — the peak in 1981-82 and 
he upward swing since 1986 are a direct result of baby booms 

vhich occurred at the end of the First Five-Year Plan ( 1953-57) 
and that of 1962-65 after recovery from the famine which fol- 
lowed the failure of the Great Leap Forward (1958-60). The 
historically low birth rates of 17.5 and.17.8 per thousand in 
.1984-85 — the lowest since 1949 — were a direct result of that 
famine. 

.. The impact of the 1960 disaster on the age-sex structure of 
the Chinese population is clearly seen in the population 
pyramid constructed from 1982 census data — the 20-24 age 
group in mid-1982 included those born in the famine years. 

iven that more than half of all births in China are to women 
aged 20-24, the reason for the low birth rates of 1984-85 be- 
comes clearer. However, the 15-19 age group of 1982 are now 
marrying, and the oldest women among the 10-14 age group 
will turn 20 this year, the legal marriage age for women (men 
are allowed to marry 
at 22). Together, these 
two age groups com- 
prise a block of 25.5796 
=< of the population who 

¿ will marry and have 
~ children. 

According to SSB es- 
timates, during the next 
10 years an average of 
13 million women will 
become eligible to 
marry each year — this 
generation, and the next 
too, will continue to pay 
for Mao Zedong's folly 
of the late 1950s in try- 
ing to leapfrog China 
from an agricultural na- 
tion to an industrialised 
one in just three years. 

Apart from  struc- 
tural factors which af- 
fect the birth rate (and 
ultimately the average 
rate of natural growth, 
since the death rate has 
stabilised at less than 7 | : 

.| per thousand) the other factor in population growth is the 

.| new prosperity in the countryside. 

| The birth rate in rural China has always exceeded the 
^. urban rate, except for 1960 — the worst of the famine hit the 
..| countryside — and because of its size is the major determi- 

nant of the national birth rate. During the last peak of 1981-82, 
| when the urban birth rate was 16.45 and 18.24 per thousand, 
| the corresponding rural rate was 21.55 and 21.97 per 

-] thousand. Figures are unavailable for rural births last year, 
but the 1986 rate was 22 per thousand. 

The return to household farming after 1978 and the re- 
emergence of privately run sideline businesses have in- 
creased the demand for labour, particularly sons, though 
daughters too are useful for the new cottage processing in- 
. dustries and businesses in which many farmers are now en- 
gaged. And with the wealth that de-collectivisation of ag- 
riculture has brought to many peasants, the heavy fines for 
having two, three or more children are little more than an af- 
fordable tax on procreation. 

. As dearly as the government might have wished success 
or its one-child policy, the merits of it — let alone the feasi- 
bility — are questionable. In the cities where the policy has 
had some success it has produced a generation of spoiled 
brats, often called “little emperors”, and the long-term con- 
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! I ould reduce markedly the | 
economically active part of the community who would carry a _ 
growing burden of caring for the elderly. 

Along with economic reforms since 1979 have come popu- 
lation problems other than the rising birth rates — major 
changes are occurring in the structure of the workforce and 
the level of urbanisation. 

Between 1980 and 1985 the proportion of the national 
rural labour force (RLF) — excluding state farms, which ac- 
count for less than 7% of RLF — engaged in agriculture de- 
clined from 89.2% to 81.9%, while those engaged in industry 
increased from 7% to 10.4% and in services from 3.8% to 
7.7%. 

Significantly, most of the shift out of agriculture has oc- 
curred in the economically most dynamic regions: the lower 
Yangtze River delta, the Pearl River delta of Guangdong 
province and the northeast provinces. The vehicle for this 
shift has been township enterprises which have provided 
non-farm employment in villages and small rural towns for an 
increasing number of the RLF. 

In Jiangsu and Zhejiang provinces of the Yangtze delta, 
industry at the township 
level employs one-third 
or more of the total pro- 
vincial RLF. Towr-- 
ship enterprises have a 
lowed the rapid growtn 
of non-farm employ- 
ment opportunities — 
| necessary to absorb 

labour displaced by in- 

creased efficiency and 
 mechanisation in ag- 
 riculture. At the same 
time, these have bottled 
up the population at the 
lowest level of the urban 
Structure, the small 
| towns, containing what 
would otherwise be a 
major drift to the cities 
as is the common pat- 
tern of economic deve- 
lopment. 

Nevertheless, Chi- 
nese statistics seem 
to indicate a huge in- 
crease in urbanisation, 
the urban population 
rising from 185 million (19%) in 1979, to 438 million (41 4% ) 
in 1986. In fact, the major change was an alteration in classifi- 
cation of towns in 1984, which added 90 million people to the 
urban population overnight, and subsequent establishment 
of new "towns". However, the population in most of these 
new "urban places" is overwhelming rural. 

Despite such Chinese statistical revisions, there have 
been important changes in the urban structure, and particu- 
larly internal migration — temporary and permanent — be- 
tween the countryside and urban centres. 

For large urban centres such as Peking, Shanghai and 
Canton, the vast movements of the "floating population" 
(temporary residents) and illegal residents have created big 
headaches. On any day of the week, more than one million 
temporary residents are reported to be on the streets of 
Shanghai and Peking. 

None of the contemporary population problems has a 
ready solution. Not only do Chinese family planners and de- 
mographers face huge structural problems in the population 
which will affect adversely the desired growth rates, but tradi- 
tion and custom hang on. This is the Year of the Dragon, an 
auspicious year for getting married and having "children of 
the dragon" — birth rates in 1988-89 will far exceed those of 
the recent past. 


7 
Source: China Statistical Yearbook 1987, 
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rowing problems 
ith the abuse 


By Edward J. Epstein in Hongkong 
-ØA \most daily additions to the dazzling array or laws for 
A economic reform, foreign trade and investment tend 
PMA to eclipse the attention paid to the legal protection of 
human rights in China. Amnesty International's 1987 Report | 
on Torture and Ill-Treatment of Prisoners in China has gone | 
some way to revive overseas interest in human rights since | 
students demonstrated and their ideological beacon, Profes- 








sor Fang Lizhi, was expelled from the communist party a 
year ago. | 
Amnesty digested reports from the Chinese press of "per- 
sistent and widespread” ill-treatment of prisoners and rec- 
^mmended new legal safeguards. The Chinese Government 
ttacked the report as biased (but without suggesting the 
T reason for Amnesty's prejudice), 
explained that unlawful practices 
were "inevitable . . . during the 
process of perfecting the legal sys- 
tem in China" and defended the 
Chinese reports of rights abuses as 
an educative tool and a sign that 
the government opposed unlawful 
practices. 
In Hongkong, Wen Wei Po 
more recently revealed that 91 
people died in China in 1986 while 
unlawfully detained. What is most 
disturbing about this report is 
that most of these cases arose 
from the abuse of power by "state 
workers" (including the police 
procuracy and unit security per- 
sonnel) to settle disputes, such 
as those over contracts. Such 
abuse of the legal process should 
make the foreign trader sit up 
.| and pay more attention to the 
protection of human rights in 
China. 

More recently still, the People's Daily, quoting the Sup- 
reme People's Procuracy (the highest organ of public pro- 
secutions) said that reported cases of abuse of power had in- 
creased by 13% in the first half of 1987. These included cases 
of obtaining confessions by torture, frame-ups and unlawful 
detention — and cases of unlawful detention had doubled 

| overthe same period of 1986. Such cases, the procuracy said, 
were difficult to prosecute because there was high resistance 
to investigation and evidence was difficult to obtain. This was 
illustrated in the same report by a case of unlawful detention 
by the deputy chief of a public security sub-bureau which 
took four months of investigation for two arrests to be made. 
The same resistance, of course, is visible in any country 
| where the accuser himself stands accused. This is particularly 
true in a highly authoritarian society like China's. The dis- 
tinction between law and politics has always been blurred by 
political ideology in socialist China. In this respect, ideology 
has not changed in any fundamental way. The continuing 
campaign of legal proselytism certainly does not make peo- 
ple question authority, so that the average person is unlikely 
to distinguish between authority arising from law or from the 
political apparatus. 
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The procuracy also has its hands full with economic 
and property offences, reported to have increased at a 
tional average of about 30% annually since 1984. Regio 
figures may be even higher: a survey in the booming open 
of Tianjin showed that economic crime involving more 
Rmb 10,000 (US$4,475) increased by 160% in the fi 
1985. Property offences accounted for almost 60% of a 
secutions in China in 1986, and offences against the pers 
accounted for 26%. TM 
The question of abuse of legal process involving foreign- 
ers and Overseas Chinese has arisen again recently in two 
separate situations. First, offences under the Security Ad- - 
ministration Punishment Regulations (SAPR) arising from 
sexual relations with Chinese women have resulted in large 
fines for foreign and Hongkong businessmen, and may even 
have landed some of them in jail for up to 15 days. The courts 
now have the power to review public security decisions to - 
punish under the newly revised regulat /evel 
cording to a recent review of the law. 
Cohen in the Hongkong Law Journal 
missed the first appeal brought by à 
Rmb 5,000 fine and seven days detentk 
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licit relations with a woman. : 
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REwEwTARME Pei democratic centralism. In this re- 
spect, it probably reflects only that the courts are relatively 
weak players in the game of sharing state power, 
The second incident arose from a bitter dispute between 

Chinese authorities and the management of a Sino-foreign 
joint venture hotel in Guilin. According to a series of Hong 
kong press reports, the hotel has been plagued by major dis- 
putes between the foreign investor (an Australian Chinese); 
his Chinese partner, the Guangxi China Youth Travel Ser- 
vice, and the Chinese authorities over water, electricity and 
telecommunications cuts, customs duties, foreign-exchange 
accounting, theft of hotel property and other matters. The 
Australian investor is reported to have alleged that US$1.28 
million in building materials, hotel fittings and other prop- 
erty had been stolen since July 1986, though, like other jou 
venture hotels, officers had been hired privately from th 
public security bureau to manage hotel security. It was also 
alleged that 20 staff had been caught stealing, bit none had © 
been charged. 
, An attempt by the hotel management to stop pilfering re- - 
sulted in three Chinese managers, two from Hongkong and 
one from Zhuhai, being charged and their travel documents 
confiscated. The offences arose from alleged searches of | 
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: some staff and their lockers, which the Chinese authorities 
_ reportedly say infringed the staff's privacy. 

No Chinese law gives the right to privacy as such, though 
 anarticle of the Criminal Code protects the individual and his 
home from “unlawful” searches. Criminal sanctions, how- 
. ever, apply only in cases of “serious” infringements of a citi- 
zen's rights. Less serious infringements of another's “per- 
sonal liberty" might also be an offence under an article of 
. SAPR, but a short trip to 152 Zhongshan Road, the address 
of Guilin's Xinhua Bookstore, would probably reveal that 
. customer's bags and clothes are searched (especially in 
. winter) to stop pilfering of books. Similar searches go on in 
many parts of China every day, but as yet nobody seems to 
have complained about it, let alone pressed charges against 
the booksellers. 


“he holder of a Hongkong travel document is more 
vulnerable to the abuse of legal process under Chinese 
| criminal and security punishment laws. This has been 
< well publicised in Hongkong's Chinese-language press in two 
- cases, both of which arose from trading activities and re- 
sulted in a abuse of process. In 1986, Kwok Siu-wah was sen- 
 tenced to seven years’ imprisonment for a commercial fraud. 
. Before the trial, Kwok’s son had his travel document confis- 
cated by the Chinese authorities in an attempt to force his 
.[ family to pay compensation for the losses arising from the al- 
leged fraud. He was later allowed to return to Hongkong. 
_ |. Kwok's children did not attend their father's trial for fear of 
_ | being detained. In 1985, Cheung Hak-shum was unlawfully 
_ | detained for three months by Shanghai police in connection 
^|] with a contract dispute, and released only after his family 
_ | paida large “surety.” 
|. Why are Hongkong Chinese legally speaking more vul- 
|. | nerable than their counterparts who hold foreign passports? 


| Special economic 
| zones face fight 
| for capital 


hina's four special economic zones (SEZs) — Shen- 
( zhen, Zhuhai, Shantou, Xiamen — will have to fight 
i harder than ever this year to win foreign capital, in the 
.|. wake of more new areas opening up to outside investment. 
_| The new areas include Hainan Island and extension of open 
| economic zone incentives to a bigger slice of the Pearl River 
.. Delta in Guangdong province and the southern delta of Fu- 
jian province. 
Although the four SEZs have not done as well as Peking 
had expected when the blueprint was laid out eight years ago, 
the SEZs are still regarded as an in- 
tegral part of Peking's experi- 
ment with reforms (REVIEW, 1 
Oct.'87). Development among the 
SEZs is uneven, with Shenzhen be- 
ing the most successful, partly be- 
cause of its proximity to Hongkong. 
. Zhuhai appears to be the slow- 
esi to take off in terms of indus- 
trial or though Xiamen, be- 
cause of its distance from Hong- 
kong attracts the lowest amount 
of foreign investment of the four. 
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— The basic reas 


Further, since 1979, all arrests and criminal detention of 
foreign nationals must first be approved by the Supreme Peo- 
ple's Procuracy and the Ministry of Public Security respec- 
tively. Cases of administrative punishment must also be de- 
cided at ministry level. As Chinese nationals, however, 
Hongkong residents can be detained, arrested and punished 
without the knowledge or approval of the central authorities. 
Parochialism also prevails at the trial because Hongkong 
Chinese can be tried by a basic level court, while the Crimina! 
Procedure Code provides that foreigners must be tried by ai 
intermediate level court. The same rules apply to judicial 
review of public security decisions. | 

Increasing contacts with China have shown that the Hong- 
kong resident can be more vulnerable to abuse of legal pe 
cess depending on the travel document he or she uses. This 
arbitrary decision is one which should be addressed in the 
Basic Law so as to safeguard the Hongkong resident’s free- 
dom of movement and to ensure that economic ties between 
the two regions can develop confidently. ü 
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With the exception of Xiamen, the others were all built on 
marsh and farm land, with no supporting industrial base. 
Xiamen, on the other hand, had a slew of factories, a better- 
educated workforce, and a commercial port to begin with. 

Last year turned out to be the best year for the SEZs since 

their establishment. Their combined industrial output value 
| rose 52% over 1986 to Rmb 11.2 billion (US$5 34 billion), 
| while exports totalled US$2.74 billion, up 114% on the previ- 
ous year, according to China’s State Statistics Bureau. The 
SEZs’ performance was better than the national average in- 
crease of 16.5% for industrial output value and 28% for ex- 
ports. 

Shenzhen’s main attractions for foreign investors are its 
comparatively cheap labour — official wages for workers are 
around Rmb 850 (about HK$1,700) monthly compared with 
HK$3-4,000 for workers in Hongkong — and the low cost of 
land. But land is unlikely to remain cheap for much longer. 

Taking a leaf out of Hongkong's experience, Peking has 
decided to allow the leasing of land, albeit on a limited basis, 
in the SEZs and in major cities. Until last year, the state had 
been renting out land at very low cost or allocating it free for 
productive use. This has resulted in an inefficient use of land, 
Chinese officials say. As part of China's efforts at economic 
reform, land and housing sub- 
sidies are in line for cuts. In fu- 
ture, land sales are expected to 
contribute to income of many 
local governments who will have 
. to balance their budgets with little 
help from Peking, in line with the 
new responsibility system — state 
enterprises and organisations are 
to be responsible for their own 
. profits and losses. 

. But in December, a piece of 
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residential land in Shenzhen was 
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1.200 meters high. A scenic section of 
Switzerland’s N2, just before the famed 
St.Gotthard pass. The Swiss can make 
phone calls from here, to anywhere in 
the world, and never talk to an operator. 

Switzerland is installing a cellular 
mobile telephone system. The system will 
permit calling from Basel in the north to 
Lugano in the south and from Geneva in 
the west to Davos in the east. 

Swiss mountainous terrain and its effect 
on radio waves created many challenges 
for our engineers. Fortunately, the prob- 





lems faced were not entirely new: we 
encountered many of them in mountain 
areas in Oman, Malaysia and California. 

You'll find Ericsson cellular systems on 
five continents, in 26 countries. Providing 
service in cities, in the countryside, along 
highways, out at sea, in the desert. Creat- 
ing new user groups and income for tele- 
phone companies. And helping business- 
people work more effectively. 

Cellular telephone systems. The latest 
way for telephone companies and cus- 
tomers to reach new heights. 
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auctioned for 200% more than a piece leased at a land tender 
in September, causing observers to ask if this was going to be 
the trend in future land sales. Some foreign investors are 
worried if this would lead to considerably higher land costs 
across the board and thus reduce one of Shenzhen’s key at- 
tractions. 

Labour too is not as cheap as it looks in Shenzhen. Housing 
allowances, labour insurance, medical fees, and transport allow- 
ances bring the basic wage close to the Hongkong level. Shen- 
zhen labour is also 
twice or three times 
as costly as other 
neighbouring ci- 
ties and counties 
in the province. 

Bureaucracy is 
a major drawback. 
The SEZs are sup- 
posed to be one- 
stop windows for 
foreign investors 
but in reality they 
are only a front 
for rows of depart- 
ments each of 
which insists on 
dishing out its own 
wad of forms to be 
filled in and ac- 
rie pnis by per- 
sonal appearances, 
critics say. Conse- 
quently, they lose 
out to more enter- 
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By Linda Jaivin 
f pop music corrupts, rock’n roll corrupts absolutely — 
or so the cultural commissars implied in their 1982 book- 
let How to Recognise Pornographic Music, in which they 
warned that rock “provokes the nerves” — in fact, “one may 
find one’s body moving to the music against one’s will.” On 
28 January this year, some 2,000 people crowded into Pe- 
king’s Worker's Cultural Palace where they were seriously 
Shaheen: by China’s biggest rock star — and loved it. Cui 
ian, the 26-year-old lead singer and songwriter for the band 
Ah Dou, had to beg the audience to leave 40 minutes after 
the show ended. 

Cui’s song I’ve Nothing to my Name reportedly once 
caused a member of the municipal party committee to 
explode. "That's ridiculous! He has socialism!" Nor do the 
ideologues appreciate Cui's reinterpretation of the famous 
revolutionary song Nanyiwan. And they can't e 
why he likes to appear on stage in a faded army uniform, in- 
stead of a neat, new suit. But they are letting him play. 

There's probably no better instrument for testing the cul- 
tural climate in China than the prevailing degree of official 
tolerance for popular music. That booklet on *pornographic 
music" was published during the 1981-82 campaign against 
"bourgeois thought" in the arts; pop music came under at- 
tack again in the movement against "spiritual pollution" of 
1983-84. In 1987, during the "struggle against bourgeois 
liberalisation," Cui who played the trumpet with the Peking 
Philharmonic, was given his walking papers by the orchestra 
end forbidden to perform in public with his band. According 
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Blowing his own trumpet 





prising sister cities, such as Dongguan, Foshan, Zhongshan 
and Jiangmen where labour is cheaper and bureaucracy less. 
These cities also have a traditional industrial base to fall back 
on and also offer tax breaks to foreign investors. 

To deal with the competition, the SEZs are taking steps to 
remedy existing problems, such as reducing the number of 
forms, simplifying immigration procedures, and attending to 
complaints by foreign investors more promptly. Earlier com- 

laints by foreign investors about hidden costs — unexpected 
ees and charges — have been taken seriously by officials and 
such imposts are now less of a problem than before in the SEZs, 
notes a China 
trader. The SEZs 
are also experi- 
menting with ver- 
sions of free-trade 
zones: Xiamen, 
for example, al- 
lows duty-free im- 
port of certain 
raw materials and 
parts in its newl 
developed Huli 
industrial estate. 
The pressure will 
be on Peking to 
allow the SEZs 
be fully fledgea 
free-trade zones 


pe 
pe Í XIAMEN SEZ | 


(or ip e x -—— 
“2 SHANTOU SEZ 


0 20 40 60 Miles 


) TD should Hainan Is- 

NZHEN SEZ | land be given such 

| status — a move 

South China Sea now contem- 

= lated by Pe- 
EM Special Economic Zones | ing. 

— Elizabeth Cheng 








to a report in Hongkong’s The Nineties, one reason for 
Cui's troubles was an internal document linking the student 
oY sena of late 1986 with the growing popularity of rock'n 
roll. 

Then the communist party had formally concluded a > i] 
of power struggle and ideological campaigning with its Th.. 
teenth Congress in October-November, and the leadership 
was pleased enough with itself to make a show of relaxing its 
stranglehold on writers, artists and even rock’n roll singers. 
The ban on Cui was lifted in December. 

While the elderly playwright Cao Yu has declared that the 
“Big Thirteenth” ushered in “the most glorious era in 
thousands of years of Chinese history,” not everyone shares 
his euphoria. Like the magical headband worn by Monkey in 
the Chinese classic Journey to the West so that he could be 
controlled by his monk master, the party’s grip on culture can 
be tightened at any time, and writers and artists are more 
aware of this now than ever before. 

After all, the campaign against bourgeois liberalisation 
began only two years after the party promised writers and 
artists “creative freedom.” Politburo member Hu Qili, who 
made that promise (at the national writers conference of Jan- 
uary 1985), has more recently reminded writers that if they 
failed to guard against bourgeois liberalisation, the party 
would again have to crack down. 

Still, the pn cultural establishment is painfully aware 
of the cost of such an exercise. Xia Yan, honorary chairman 
of the Chinese Filmakers Association, has publicly acknow- 
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ledged that in cultural terms, 1987 was a 
year of “poor harvests.” Indeed, he 
said, “you could even call it a reces- 
sion.” 

Meanwhile, the Chinese Writers As- 
sociation has admitted that many of its 
members had been depressed by the cam- 

aign i gr bourgeois liberalisation. 

ome of them went so far as to recall 
manuscripts from journals and publish- 
ing houses for fear they'd run into trou- 
ble over them. my probably needn't 
have bothered, of course, for few 
editors were in the mood to risk con- 
troversy. The literary scene of 1985-86, 
lively with Latin American-influenced 
“magic realism,” absurdism, exoticism 
and a host of other competing trends, 
thus withered into insipidity and has 
only now begun to come back to life 
again. Literary reportage suffered as 
much as fiction, if not more, for its most prominent prac- 
titioner, People’s Daily journalist Liu Binyan, was also one of 
the main victims of the campaign. 

The younger, “unofficial” poets and artists, whose colour- 
ful existence on China’s cultural fringe is barely tolerated at 
the best of times, last year found their normally limited ac- 
cess to journals and exhibition halls curtailed even further. 
They did have good news from New York, however. A group 
of young overseas and emigre artists and poets with private 
backing have begun publishing a journal of Chinese art and 
literature, First Line. The journal, already in its third issue, is 
edited by the artist and poet Yan Li. Yan was a member of 




































porary film: new angles. 






the “Stars Group,” whose modernist 
exhibitions in 1979 and 1980 galvanised 
the Chinese art world. The journal car- 
ries work by artists and writers as widely 
dispersed as Peking, Sichuan, Shang- 
hai, Tokyo, Chicago and Hongkong. 

According to the latest issue, a gal- 
lery has opened in New York’s Soho dis- 
trict to represent a number of artists 
from China. The gallery, called “Art 
Waves,” recently helped stage a perform- 
ance piece called “The Last Chinese 
[TV] Supper” as well as a “spectacular 
calligraphy-throwing extravaganza.” 

Back in China, the arts world has 
been electrified by a “happening” of a 
somewhat different nature concerning 
the weekly journal Fine Arts in China. 
Since its founding in July 1985, Fine Arts 
has established itself as one of the na- 
tion’s most important forums for intro- 
ducing the work of China’s artistic avant 
garde as well as contemporary art trends 
and theories from abroad. At one point, it boasted a circula- 
tion of some 100,000, as compere to the 10,000 subscribers 
claimed by the organ of the Ministry of Culture, Chinese Ci ' 
tural News. Yet it has been in and out of controversy since 
inception. Last year, the journal was ordered to close for “rec- 
tification” by ideologues within the Ministry of Culture, 
under whose aegis it operates. While the banning order was 
eventually overturned, a number of issues of Fine Arts last 
year were subject to rigorous prepublication inspection and 
censorship. 

With the re-establishment of the cultural pax sinica fol- 
lowing the Thirteenth Congress, Fine Arts emerged as feisty 
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and daring as ever. A front page article 
in the 28 Bocember issue discussed the 
country’s recent first National Urban 
Sculpture awards under the headline 
“Awarding Prizes or Dividing The 
Spoils?” It pointed out that nine of the 
first prizes went to the members of the 
judging panel, all heavyweights in the 
Chinese art world, and that all the 
judges who were also sculptors bagged 
either awards or prize money. The writ- 
er, who used the pen name “Mu Mu,” 
also criticised the judges, the youngest 
of which were about 50, for giving prizes 
to sculptures which were “similar in 
style, old-fashioned in conception and 
out of harmony with their environ- 
ment.” 

The heavies have since come crash- 
ing down on Fine Arts. On 15 February, 
the journal published a self-criticism 
which despite its brevity, indicated that 
the article had caused serious offence. 
What is more worrisome for fans of this most interesting of 
Chinese arts journals, the masthead for that issue indicated a 
"mplete re-organisation of the paper's senior editorial staff. 

ccording to sources in the art world, there are threats 
abroad to sue the journal and the writer for libel — despite 
the fact that the article was essentially an analysis of pub- 
lished facts plus critique. 


introduction to the works of the 31-year-old sculptor Wu 

Shaoxiang, a graduate from and lecturer at Peking's Insti- 
tute of Industrial Art and Design. Working in wood, Wu com- 
bines shapes suggestive of male and female genitals, breasts 
and mouths to create playful and provocative sculptures. A 
joint exhibition of Wu's sculpture and the paintings of the 
young, Lhasa-based artist Li Yanping opened in the China 
Art Gallery on 1 March. 

There are too many interesting young artists about to do 
justice to the “unofficial” arts scene in a survey such as this, 
but others worthy of mention are Gu Wenda, from Shanghai, 
who is best known for his calligraphic phantasmagoria; 
Zhejiang’s Wu Shanzhuan, who pasted 
innocuous slogans (“no water soppy 
today”) Cultural-Revolution style all 
over the walls and floor of a room for his 
“Red Humour” series; and Guan Wei, a 
Peking painter who has created a high- 

' — world populated by feature- 
wss humanoids with wittily select- 
ed (and sometimes fanciful) acupunc- 
ture points tatooed on their plastic 
bodies. 

Many young artists have incorpo- 
rated erotic themes into their work, 
going far beyond the simple academic 
nudes which were considered shock- 
ing not long ago. Of course, there 
is a long history of erotic art and lit- 
erature in China. When the com- 
munists proscribed sex in art, it was 
hardly a matter of simple puritanism. 
If that were the case, the unexpur- 
gated version of the classic porno- 
graphic novel The Golden Lotus would 
be unavailable to high-ranking cadres 
as well as ordinary citizens. More to 
the point is the communist leader- 
ships neo-Confucian fear of yin- 
luan — the social chaos and violence 
that supposedly results from unbridled 
lust. 


| ronically, on the same page as the original article was an 
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Section of Guan Wei painting. 


Guan Wei: acupuncture points. 





CHINA ’88 


Besides, sex takes one’s mind off 
work. It’s no coincidence that love was 
first banished from literature in 1957, as 
Mao Zedong prepared to command citi- 
zens to channel all their energies into 
the Great Leap Forward. Love was 
timidly rehabilitated only in the earl 

art of this decade. Sex tiptoed bac 
into literature shortly afterwards. By 
1986, it was enjoying such a vogue that 
even the People's Daily had to concede 
that there was "No Need For Alarm at 
Something That's Perfectly Normal" in 
an article thus titled. 

Among the best known works of 
"sex literature" are Half of Man is 
Woman by Zhang Xianliang, Gu Hua's 
A Chaste Woman and Ma Jian's Stick 
out Your Tongue, or Nothingness. 
The publication of Ma's story in the 
first issue of People's Literature last 
year led to the magazine being banned. Now that China is in 
a phase of re-liberalisation, however, even more titillating 
examples of the genre are certain to appear. The state can 
easily tolerate a bit of "sex lit" — particularly if it's strait- 
laced from an ideological standpoint. The works of Zhang 
Xianliang, who was one of the only writers last year to voice 
support of the anti-bourgeois liberalisation campaign, fall 
a category, as does the much-vaunted new film Old 
Well. 

This film is basically an economist reformist remake of 
Mao's favourite fable about the “Foolish Old Man Who 
Moved the Mountain." (Persist and ye shall succeed, espe- 
cially if ye have modern science and technology.) Its popular- 
ity undoubtedly has much to do with the triangular love story 
which is its subplot, and in particular all the heavy breathing 
routines practised by main actor Zhang Yimou and his two 
leading ladies. Sadly, the most explicit scenes were censored 
before release. 

Zhang Yimou was p best known as the award- 
winning cinematographer of the landmark new wave film 
Yellow Earth. His first feature film as director, Red Sorg- 
hum, in February captured first prize 
at the Berlin Film Festival, the most 
prestigious international award given 
to a Chinese film. This exciting event 
has somewhat overshadowed other de- 
velopments on the film scene, such as 
the release of the new feature Artifi- 
cial Man about a  Frankenstein's 
monster with the mind of a peasant and 
the appearance of a trading company 
director. 

In February, the Ministry of Culture 
announced a policy with serious impli- 
cations for all areas of art and culture. 
Declaring that "the age of the iron rice 
bowl is over," the ministrv warned that 
all art troupes, organisations and insti- 
tutes must become economically self- 
sufficient or face closure. The official 
anticipated that this would “liberate the 
forces of cultural production." If carried 
out, however, (they have tried things 
like this before) the policy is likely to 
cripple less popular art forms such as 
theatre and opera. And in all fields of 
culture, the experimental, esoteric and 
avant-garde are sure to suffer. The hal- 
lowed policies of reform may ultimate- 





ly be more damaging than ideological 
purges. Oo 
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More cracks 
in the iron 
rice bowl 


: : By Ellen Salem in Hongkong 
i C hina’s planners have seen the future, and it does not 








work. But how are they to overhaul the state industrial 
4 sector which employs roughly 70% of the industrial 
| Workforce — of which 15-25% are redundant — in a country 
| where portents of massive unemployment are all too clear? 
| This year’s solution is slated to be the passage of the state- 
| owned enterprise law which will provide the legal basis 
| needed to separate ownership from management. 
| Since the early 1980s, a broad range of reforms has been 
| instituted in an effort to strengthen managerial authority and 
| accountability and eliminate the inefficiencies of the iron rice 
, wl. In 1983,the contract labour system was introduced. 
... Aditionally, all state-owned enterprises were strongly en- 
» couraged to pay the state taxes instead of turning over their 
profits — if any — to the state. At the same time, small units 
were urged to operate under contract or leasing. (Under the 
contract management system, an enterprise agrees to a cer- 
tain stipulated output in return for a relative degree of man- 
agerial authority.) 

In 1984, bolder changes were sanctioned by the Central 
Committee. “Government departments at various levels will 
... not manage or operate enterprises directly." 

In the intervening four years, efforts have been made — 
with varying degrees of success — to convert principle into 
practice. According to a survey that has just been released, 
by 1985, 64.3% of large- and medium-sized enterprises were 
paying profit taxes, but only 5.6% of small enterprises were 
operating on contracts or leasing. 

The contract labour system has become more widespread, 
but accounts for less than 5% of the workforce. Some 75- 
8076 of all state enterprises are now said to have adopted the 
contract management system. Other enterprises have ex- 
perimented with a share holding system. Varients on the di- 
rector-responsibility system have been introduced in a 
number of enterprises. But no dent has been made in the 

- "toblem of overstaffing. 
While the government was introducing a spate of reforms 
wu revitalise the state sector, the collective and private sectors 
generally were left to their own devices to cope with the con- 
tradictions of an economy where state planning and market 
. forces are at odds. 
- he result: the collective sector has consistently outper- 
. formed the state sector since China liberalised its economic 
policies. Between 1980-85, the gross output value of state- 
_ owned enterprises increased by 48% but its roportion of the 
" national total has dropped from 76.3% to 64.9 7o . 

~ On the other hand, the output value of collectively owned 
. enterprises increased by 141%, which is a jump from 23.2% 
. to 30.5% of the national total. Preliminary figures show that 
in 1987, overall industrial production rose by 14.696 over 
1986. As in previous years, growth of the state sector lagged 
-behind that of the private sector. Estimates place state-sector 
growth at 11%, and the collective sector growth at about 
2276. 

Nonetheless, the gap between growth in the state and col- 

_ lective sectors narrowed by 13% compared to 1986 when the 
«¿state sector grew by 6.2% compared to a 16.7% growth in the 
. collective sector. 
~ On the surface, the performance of the state sector in 1987 
epresents a significant improvement over 1986. Total output 
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tightening management." The bureau attributes this succe: 


| stripped that of the state sector by more than Rmb 10billion. 


















value of independently audited state-owned firms topped - 
Rmb 664.2 billion (US$179 billion). This 11% growth in out- 
put was coupled with a 9.9% growth in profits. Labour pro- 
ductivity amounted to Rmb 16,889 per employee. This repre- 
sents a 7.676 gain over the previous year and is well above th 
2.5% increase shown in 1986 over 1985. p 
The State Statistical Bureau says that more than 70% 
the Rmb 66.1 billion in output is due to an improvem: 
productivity. Only 29% of the growth in output value: 
result of an increase in the number of workers. The re 
say the bureau, show "that industrial enterprises. 
achieved remarkable success in trapping their potentia 
to the contract responsibility system. "um 
But output does not equate to sales and profits. A recent 
survey of 18,000 state enterprises in 18 cities, including Tian- 
jin, Chongqing, Harbin and Jinan found that 16,000 prof 
ble enterprises sustained losses on 13,500 product lines. Tt 
losses that resulted from manufacturing these product 
reached Rmb 796 million, which exceeded the Rmb 597 mil- 
lion lost by the 2,000 non-profitable enterprises. : 
The study also found that, on average, six times the 
number of non-profitable products were made in state fac- 
tories than in other enterprises. Equally telling is that the - 
rural collective industrial sector is the fastest growing, regis- - 
tering around a 30% increase. In Jiangsu province, for exam- 
ple, rural/township industrial output of Rmb 62 billion out- _ 





us, while China's planners have expended mostoftheir | 

energy on tinkering with the state industrial sector, the col- - 
lective sector has transformed itself into an efficient and pro- 
fit-oriented producer. NA. 

Barring the unforeseen, the National People's Congress at 
the end of March should pass some version of the draft law on- 
state-owned enterprises. Additionally, a reorganisation of 
China's administrative sector is slated to be announced. 


W hile the enterprise law is hardly a model of legal 


ARAM Koetan aa py v Re HEN AA EPI ATH RM AN i rep) Mn pom rhe rd AaLi 


Wf Precision, its intent is clear. Managers, not party |. 
cadres, are to run the enterprise. Enterprisesarere- | 
sponsible for their own balance-sheets. The state will cease to 3 
act as big brother and deep-pocketed parent. Operating in | 
the red can result in bankruptcy. The bankruptcy law, ap- | __ 
proved in December 1986, will not be enforced until theens 
ei per law has been in effect for three months. Managers 
will have the right to hire and fire workers. E 
But the present structure of the state industrial sector | 
makes the right to fire superfluous in most instances. China's | 
state-owned enterprises are not just economic entities, In ad- 
dition to economic functions, they are designed to provide a | 
broad range of social and administrative services. Links be- 
tween a factory manager and the municipal authorities mus 
be close if the manager is to run his enterprise according t 
the expectations of his staff. Thus, the targets and motive 
and pressures on the enterprise manager are not solely 
economic. | oy 
In a survey of 94 enterprises where a provisional enter- 
prise law was to be put into in force, 69.5% of the factor 
managers expressed a desire to cut the size of their staff onc 
they were given the power to so do. But once they had tha 
authority, ony 6.6% of the plants made major changes ii 
their staffing; 69.1% reported minor changes and 24.3% re 
ported no change at all. | E 
Most of the plant managers said they were reluctant to fir 
workers because there are no state unemployment agencies 
Solutions are costly and will take time to put i 
most pressing — but also the most time consun 
separate enterprises from their non-economic function 
to set up corresponding social-welfare and employ 
agencies so that factory managers can emulate m; 
the collective sector and make economic decisions base Of 
economic criteria. o 
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| [philip Jeyaretnam's first book is a 
-F bestseller in Singapore. His is the 
best collection of short stories to emerge 
young Singaporean author in re- 
years and he deserves the critical 
ie has got in Singapore. 
unfortunately for Jeyaretnam, 
bted talent has probably not 
only factor in his success. He is 
n of the former opposition 
| member of parliament, J. B. Jeyaret- 
| nam, a fact which has served to heighten 
| public curiosity about his work. 
|. The product of his Indian-origin 
| father’s marriage to an Englishwoman, 
i no longer living, Philip Jeyaretnam has 
st completed a course in Mandarin 
“and has a petite Chinese fiancee. 

All his stories are about Chi- 
nese families, who are the majority 
in multi-racial Singapore; in many 
ways, Philip Jeyaretnam and his ex- 
periences are quintessentially Singapo- 
rean. 

To add spice to the whole story, this 
perhaps deceptively gentle and charm- 
ing young man in his mid-20s has 
graduated with a double-first in law 
from Cambridge University, echoing 
the careers, and brilliance, of his own 
father, of his father’s bete-noire, Prime 
Minister Lee Kuan Yew, and of Lee’s 
son Hsien Loong, now a minister and 
tipped to become “PM” himself one 
day. 

According to a recent report in The 
Straits Times, Jeyaretnam has 


























































A sexual awakening 


E irst Loves by Philip Jeyaretnam. Times Books International. S$750 (US$372.2). 


been awarded Britain’s prestigious 
Airey Neave scholarship, in the face of 
international competition, to pursue a 


| research project titled: A Retreat from 


the Rule of Law. 

It seems the young man will not be 
content only with literary fame but 
might like his father have political incli- 
nations, for such a project cannot in the 
Singaporean context be seen as any- 
thing other than political. This despite 
his own insistence, according to a 
spokesman for the Airy Neave Awards, 
that “he leads his life and his father 
leads his.” 

One is tempted to speculate on the 
way Singapore may increasingly take on 
a traditionally Asian dynastic hue in the 
future, in view of Lee Hsien Loong’s 
entry into the arena, as well as definite 
rumblings from the sons of the former, 
resigned, president and ruling People’s 
Action Party founder-member, C. V. 
Devan Nair. 


B: to be fair to Jeyaretnam the 
author, let us look at his stories. 
They are distinguished first by a very 
fine command of detail and carefully 
crafted structure; and secondly, by the 
most sensitive and delicate handling of 
sexual and adolescent matters ever seen 
in Singaporean fiction. 

Consider the sentence, "Across the 
country, televisions were coming on and 
video cassette recorders plugged in. 
Husbands greeted wives and changed 


petalis mati enne PA AL ARIA mi NS nera i Hr etuer iret ite met iier HE trim rr 


As a foreign female, she mi 


channels," describing the sunset scene 
in Singapore. 

A similar loving, lingering on detail 
produces gems like an incidentally ero- 
tic account of exactly how the true-blu 
Singaporean opens up à pomelo, an 
the art of opening and cutting a me 
Jeyaretnam has the twin gifts of an. 







sider's observing eye and an insider's - 


understanding. . 
His stories tell of a Singaporean com- 
ing-of-age, of first dates, first love, first 


sex, and National Service (his book. 
blurb claims the author is "a strange. | 


man who enjoyed his National 
vice"). 2 ! 

There is wry humour, often black — 
one story relates the sad tale of a 
Chinese family who accidentally eat the 


cremated ashes of a friend's mother sent _ 
in the post from Australia, mistaking | 


her remains for a powdered Chinese 
medicinal root. "E 

And there is painfully accurate ob- 
servation of multi-racial interaction — 
*Rajiv's parents told him never to marry 
a Chinese girl. Chinese people never 
wash their backsides," snaps a defiant 
Mei Li, faced with parental opposi- 
tion to her liaison with an Indian 
boy. 

(To the outsider, this may sound un- 
necessarily crude, but actually the use 
or non-use of toilet paper as opposed to 
washing is a major issue among the races 
in Singapore.) 

Only very occasionally is there ref- 
erence to politics in Singapore, but 
when there is, it is pointed. 

Ah Leong tells a Filipino maid: 
*What I hate is the way we're told we 
are Asians and therefore liberal demo- 
cracy is not for us. And my own heritage 
is denied. Chinese culture is reduced 
to Confucianism. And Confucianism 
simplified in order to endorse to- 
talitarianism. What about the mountain 
poets? Can't we follow them instead?" 
(The mountain poets were anarchistic, 
mystical Taoists, anathema to conserva- 
tive Confucians.) ! 


Ah Leong's friend Song Jiang is hav- 


ing a taboo love affair with the Filipi 
maid. He knows there is no futur 
as a foreign worker she would 
seek permission to marry a 5 


rean, and probably would not get it. 








pregnant, on pain of deportation. 


ondering her situation, Song Jiang 
ruminates on Singapore: "What really 
worries me about Singapore is com- | 


placency. We have so many period 
week of General Paper. But when I 
about what's wrong with society, 





many people listen or care? Some roll 


st not get . 


how 
















their eyes. Others close their eyes — 
thinking, great, now the rest of the 
period will be wasted, good chance to 
sleep . . ." Philip Jeyaretnam is not 
asleep. — lisa Sharp 
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Do you need a flight training programme 
thats so advanced other airlines send their pilots to it? 


You do if you're reaching for the sky. 


Before a Thai pilot earns his wings he will undergo a training programme that's so tough only a select few 
pass the rigid qualifications with flying colours. The course, featuring flight simulators for both B747 and 





A300 aircraft, is considered so highly advanced, it includes pilots from other Asian t 
c3 Thai 


airlines. Thai. Centuries-old traditions. Innovative thinking. State-of-the-art technology. 


Smooth as silk 
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A month of living optimistically 


By Philip Bowring in Hongkong 
A sense of confidence returned to stockmarkets almost 
everywhere, particularly in Asia, though the lead came 
from New York. In the month to mid-March, gains ranged 
from 5% to 15%, with even the broad-based Capital Interna- 
tional World Index rising almost 10% despite lagging Euro- 
pean markets. Indeed, there were shades of euphoria, re- 
miniscent of the same period last year. 

It was a month for putting an optimistic interpretation on 
economic data. Recession, it was agreed, was not imminent — 
even before lower US unemployment figures pushed such a 
prospect further into the background. But the unemployment 
data was not sufficient to resurrect major fears either on the 
inflation or US trade deficit fronts. 

Inflation was apparently being kept in its cage by oil prices, 
which fell by US$1.50 a barrel. Gold remained weak in sym- 
pathy. Food commodities lost previous gains and even indus- 
trial metals and materials, which are in demand, did no more 
than mark time. 

Stability was also evident in the bond market. The advance 
of bond prices came to a halt, but there was no immediate re- 
versal. And even currency markets were unusually quiet. The 








yen moved narrowly in the 127-130 range. The only notable 
feature was a sharp rise in sterling to more than Dm 3 — a 
classic example of how markets often ignore facts and concen- 
trate on perceptions. 

In this case, sterling's rise followed some poor trade fig- 
ures. But these were thought likely to lead to a more 
cautious fiscal policy and continuing high interest rates. 
Over the longer term, sterling may be seriously overvalu- 
ed. 

Buyers of the Australian dollar, which was also firm, were 
looking more to slowly improving inflation and trade figures. 
Although interest rates are attractive with inflation still edg- 
ing down, the currency may be at the top of its range against 
the US dollar. The same applies to the Canadian dollar which 
has also been very strong. 

Other beneficial factors for markets included the US politi- 
cal scene. In recent presidential primaries, mainstream can ^ 
dates performed strongly but populist protectionist Richa 
Gephardt suffered a setback. 

But the good feeling may be fragile. A bad inflation figure 
or two could be very damaging to bonds. The gap between 


Buying non-British stocks in London can be expensive 


Costly foreign dealings 


By Anthony Rowley in London 


que London stockmarket has become bigger and more 
liquid since the Big Bang in October 1986. It has proved a 
good deal more resilient to the crash one vear later than other 
major markets. But the claimed reduction in dealing costs 
since the Big Bang has yet to be felt by the individual investor 
dealing in non-British stocks in London. 

On the contrary, half of the firms making a market in 
foreign securities on the Stock Exchange Automated Quota- 
tions (SEAQ) International (screen-based) market in Lon- 
don have actually increased their minimum commission 
charges since December 1986. This contrasts with a general 
lowering of dealing costs in the SEAQ domestic market. 

But what is perhaps not generally appreciated is the huge 
volume of foreign-equity 
business being transacted 
outside the International 
Stoék Exchange (ISE) in 
London nowadays. The 
arrival of dual capacity 
with the Big Bang, allow- 
ing institutions to be 
both agent and principal 
for stock transactions, 
has led to a tremendous 
burgeoning of so-called 
over-the-counter (OTC) 
business in London. This 
type of business now 
rivals the volume on the 
ISE and may well exceed 
it. 

Individual, as against 


institutional. investors | LSE: individual investors pay more. 


94 





dealing in non-British stocks in London almost always deal 
through SEAQ International. The volumes of business they 
generate are too small to justify OTC deals, which are often 
done at “net” prices with commission included in the bid or 
offer price. 

There are currently 654 securities quoted on SEAQ Inter- 
national, among which the biggest single group by far is US 
stocks. These are followed by Australian and Japanese sec- 
urities with a sizeable number from Hongkong and some 
from Singapore. Roughly a third of the securities ai 
subject to a “firm” quote which commits the market-mak« 
to deal (up to certain quantities) at that price. The re- 
mainder are on an “indicative” price basis. 

Commission rates on 
SEAQ International deals 
average a low 0.25%. 
However, the private 
client pays an average 
0.3776, according to the 
stock  exchange's own 
figures, while major in- 
Stitutional clients pay 
only 0.22%. There is 
also stamp duty of 0.5%, 
though dealings in foreign 
securities without a 
British register — which 
includes most of them — 
are exempted. Most over- 
seas clients are also 
exempted from value- 
added tax on commission. 

A recent internal sur- 
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bond and equity yields has been rising despite 
a steady bond market. It remains high by histor- 
ical standards. Taking the OECD overall, indus- 


WORLD STOCKMARKETS 


POST-CRASH ECONOMIC INDICATORS 


GOLD PRICE 


trial demand is still growing quite well. But even 450° (Morgan Stanley Capital 


Japan, now more worried about an even higher 
yen than a resurgence of inflation, cannot forever 
remain complacent about double-digit money 
growth. 

In Japan itself, the rise of the stockmarket to 
within an ace of new highs has been partly attri- 
buted to the return of foreign institutions which 
had earlier “sold too soon" but which may now 
have bought back too late. Hongkong's rise has 
been less surprising given the extent of its earlier 
fall and the liquidity created by an artificially 
weak currency. It keeps its reputation as “a war- 
rant on the world." As such its inflation problem 
(796) may presage global ones. But the Hongkong 
market could still be a bargain compared with 
Malaysia, again beset by political problems, and 
Singapore. 

South Korea, which so long avoided the world, 

iy have peaked and Taiwan's rally — up 50% in 

'ee months — may have run out of steam. Likewise 
Bangkok. At best equity markets may now pause 
hoping they have not discounted more good news 
than really exists. 


vey showed that 20% of deals on SEAQ International were 
for less than £20,000 (US$35,524) and a QUAE of foreign 
equity transactions were for less than £2,000. Transactions 
costs on such small business are relatively high. The average 
commission rate for a £1,000 foreign-equity deal is 2.1% 
compared to 1.8% for a similar size domestic-equity deal in 
London. 

The ISE is at least frank about this. Individuals and their 
agents may account for only 6.5% of commissionable turn- 
over in foreign equities, yet they contribute 20% of total 
commissions paid. "This relatively high commission con- 
tribution zenulis from the fact that about one-third of all bar- 
gains transacted on this market are of much lower value and 
attract higher rates of commission. " 

International brokers say that for dealings in Hongkong 
stocks, for instance, the average commission rate in London 
ie about 0.5% compared with 0.25%. Where stamp duty is 

vvable, it costs roughly twice as much in London as it does in 
nongkong, because London market makers do not absorb 
their side of the bargain. 

Even so, brokers also point out that there is more business 
done in Hongkong stocks in London and New York than 
there is in Hongkong. The same applies to dealings in Scan- 
dinavian stocks. Why should this be so when transaction 
costs do not compare favourably? The answer is that a great 
deal of the business goes on outside the stock exchange in 
London where crossing or matching of major clients' posi- 
tions is often done on a net basis. 

Just how big the OTC section of the foreign-equities mar- 
ket is cannot be readily gauged. Before the Big Bang, there 
was virtually no reporting of such transactions. Nowadays 
ISE members who carry out foreign-equity business either on 
or off SEAQ are supposed to report deals. However, by no 
means all the market makers on SEAQ are exchange mem- 
bers and those that are not do not report to anyone. The Fi- 
nancial Services Act, which is due to be implemented later, 
this year, should tighten this up. 

efore last October’s market crash, reported turnover in 
the London foreign-equity market (on and off SEAQ Inter- 
national) by ISE members averaged about £510 million a 
day, though it has since virtually halved. It is estimated that 
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non-members were doing about as much again — about £500 
million a day — on and off SEAQ International before last 
October. The current level is not known. 

Even so, what appears to emerge is that SEAO Interna- 
tional is only the tip of the foreign equity-trading iceberg in 
London. One British broker says that this is because of the 
"limited range of stocks on SEAQ." A quotation on the 
SEAQ system is not synonymous with a London stock-ex- 
change listing. Currently 143 overseas companies have sec- 
ond listings in London. 

In the trading of Japanese stocks in London especially, 
huge volumes of business are done over-the-counter rather 
than on SEAQ International. Crossing and matching of 
major deals is done more easily on a broker-to-broker basis 
outside the market than on it. The SEAQ International 
market-makers (many of whom deal in many more foreign 
stocks than they display firm or indicative prices for) obvi- 
ously do not want to commit themselves to screen prices 
when they can do more advantageous deals in private. 

On broker went so far as to comment to the REVIEW: "I 
am not convinced that SEAQ International is necessary; we 
can deal perfectly well on the telephone." That may be all 
well and good for the big boys, but apart from its implications 
that the Big Bang may have created a monster outside the 
ready control of the authorities, the fact isthat investors gen- 
erally need a ready indication of stock prices at which they 
know they can deal. They also need reliable trade confirma- 
tion and settlement procedures. 

SEAQ International provides just that and as only about 
5% of its dealings are intra-market (in other words 95% is 
with customers rather than broking intermediaries) it is obvi- 
ously of crucial importance to other than the more "so histi- 
cated" big institutions. As such, it would be fitting for the 
market to get its commission rates down at the lower end, 
and to quote more competitive spreads where possible. 

A new n called SAEF (Stock Exchange Automated 
Execution Facility) will be introduced shortly by the London 
Stock Exchange whereby brokers will be able to key in orders 
direct to market-makers for up to 1,000 shares. This will cut 
transaction costs for small bargains but, unfortunately, it is 
for domestic stocks only — for the time being. 
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Gold price set to 
recover its shine 


By Anthony Rowley in London 


he mysterious failure of gold to break above the US$500- 

an-0z barrier in the wake of last October's stockmarket 
crash has now been matched by an equally puzzling collapse in 
its price to about US$430 since the beginning of the year. 

It is tempting to look for rational explanations, such as an 
easing of inflation fears, a renewal of underlying confidence in 
the US dollar or maybe even a policy of planned disposals by 
central banks. However, the real causes have more to do with 
specific market factors, according to dealers. 

Substantial numbers of investors bought gold last vear and 
in 1986 anticipating precisely the sort of equity market col- 
lapse which did occur. Once they believed that equity markets 
had stabilised in the wake of the crash, they decided to dispose 
of their precious metal holdings and return to financial instru- 
ments, with a greater emphasis on bonds. 

The weight of selling was sufficient to depress a gold mar- 
ket which had already become rather nervous about possible 
central-bank sales. This in turn caused mining companies, 
which had hoped to raise money in the equity market in order 
to finance new gold production, to take fright. 

Seeing their hopes of rights issues or similar funding op- 
tions declining fast with the price of gold (and the equity mar- 


Cheap West German 
stocks offer opportunity 


By James Bartholomew in London 


he West German stockmarket has been the odd man 

out over the past few years. Instead of peaking last 
year like most other major markets, the West German 
market peaked in 1986. Whereas the October crash knocked 
most markets back to where they had only recently risen 
from, the crash pushed West Germany down to low ground 
not walked on for a few years. While the Financial Times 
World Index in dollars is 27% higher than it was at the begin- 
ning of 1987, the West German dollar index is 21% lower. 

What makes the West German 
market even more curious is that it 
seems to be so cheap. The first 
reaction is to wonder why 
everyone is not buying West Ger- 
man shares. The gap between the 
dn on shares and the yield on 
ong-term government bonds is 
only 1.9%. 

Even allowing for West Ger- 
many's negligible inflation, this 
should make West German 
equities an outstanding bargain 
considering that in Japan the yield 
gap is 3.9% and in the US it is 
4.7%. The yield on shares is so 
good that in many cases it is better 
than that on bonds. Many leading 
companies offer dividend vields of 
more than 3%, which is certainly 
higher than the inflation rate — 
forecast by brokers Phillips & 
Drew at only 1.3% in 1988. 
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WEST GERMANY'S 
PRICE ADVANTAGE 


(Consumer price inflation rates compared) 








ket’s general hangover), mining companies began raising gold 
loans. These often involve a broker, who borrows gold from a 
central bank and sells it in the market, handing (most of) the 
proceeds to the mining company, which in turn uses the 
money to pay for exploration and production. 

The loan is generally repaid in gold — future production 
from the company’s mines — at the rate of say 20% a year of 
the amount originally borrowed. The mining company covers 
itself against any future collapse in the price of gold by selling 
forward in the market. The weight of such forward sales in re- 
cent weeks has further depressed the gold market. 

Not everyone though is a bear in the gold market just now. 
According to stockbrokers James Capel in London, Chinese 
(not least from Taiwan) and Japanese buyers in Asia have con- 
tinued to buy all the gold they can lay their hands on. 

East Asian investors adopted a similar tactic in 1982 after 
the gold price had collapsed from its 1981 highs of over 
US$800 an oz and had plumbed the depths at nearer US$300. 
Their confidence in the precious metal was rewarded with a 
gain of some 130% in US dollar terms or about 40% in Swiss 
franc terms in the space of just one year. 

Whether their bullishness is premature this time round is 
debatable, though the feeling among brokers seems to be that 
the rash of gold loans may soon have run its course. Equi 
market and US dollar jitters could well return by the middle 
this year. The spectre of renewed inflation has by no means 
been laid to rest either. 

The recent performance of gold must have caused some 
consternation in the US Treasury. Secretary James Baker 
suggested at the IMF annual meeting in September that gold 


Why is the international investment community turning a 
blind eye to the apparent good value of West German 
shares? The major fundamental reason is that perceptions of 
West Germany have radically changed. West eese di used 
to be regarded as Europe's Japan — the prime example of 
European post-war regeneration. 

But now West Germany is regarded as yesterday's coun- 
try. Its growth rate is stuck at less than 2%. Unemployment 
has risen to about 8%. Restrictive practices among unions 
and companies are well entrenched and often sanctioned by 
law. There is a lack of start-up hi-tech companies which could 
be the major businesses of tomorrow. Taxes are too high. In 
short, West Germany has become like Britain used to be — 
without the inflation. 

West Germany needed a Margaret Thatcher for the 1980s, 
but only got Helmut Kohl. Kohl's government has not bee- 
able to push through enough radical measures to break u 
the rigidities in the system. The 
early hopes for Kohl's regime have 
not been realised. Productivity 
and profits are not rising as fast as 
in Britain. On top of this, the rise 
in the Deutschemark against other 
currencies — especially the dollar 
— has put a further damper on 
profit expectations. 

Another fundamental reason 
why West German equities are 
cheap is that Germans hardly buy 
them. There is not cult of the 
equity in West Germany. Cor- 
porate management is much less 
aware of its shareholders than 
in the US, Britain or Hongkong. 
Private banks’ pension funds 
only invest 5% of their money in 
equities. They prefer bonds, even 
though the yield on them is fixed 
and not much more now than the 


yield on shares. 
RE VIEWGRAPHs by Andy Tang 
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included in a basket of commodities which the G-7 coun- 

es would take as a yardstick of external inflationary trends. 
In the longer term, the idea is a sound one, given the way 
the gold price has in fact tracked inflation over the years. The 
metal’s rapid decline this year at a time when signs of both de- 
mand-pull and cost-push inflation are beginning to reappear 
suggests it is a freak fall, not a long-term decline. Uu 





So there is a pack of reasons for the cheapness of West 
German equities. Does this mean they should be avoided? 
On balance, they are probably a buy on the basis that they are 
so cheap not a great deal more can go wrong and changes will 
DADI be for the better. As Neil Ostrer of Marathon Asset 
Management says: “Given the likelihood of a muddle- 
through economic scenario, the equity market is unlikely to 
stay as cheap as this for long.” 

In fact, the failure of foreigners to keep on selling West 
German shares is the reason why the market rallied in 
February. Other changes that could only be for the better 
could derive from the intended further integration of Euro- 
pean trade in 1992. This could spur liberalisation and moder- 
nisation of West German accounting and investment prac- 
tices. 

Looking at individual shares, the steel industry is enjoying 

revival in West Germany as elsewhere and brokers Ark 
securities recommends Thyssen shares, which at Dm 124 
(US$73.4) is on a prospective price-earnings (p/e) ratio for 
1988 of 10.3. West German companies tend to adopt aggres- 
sive depreciation policies so one should also look at the pros- 
pective price-cash flow (p/cf) ratio, which in Thyssen’s case is 
a mere 2.3. 

The major chemical companies are among those most 
commonly traded by foreigners. There are fears of a cyclical 
downturn in chemicals this year but, even if profits are flat, 
the shares of BASF, Bayer and Hoechst are cheap enough. 
At Dm 242, Dm 261 and Dm 255, respectively, they are all on 
prospective p/e's of about eight, prospective p/cf's of about 
three and yields of around 4%. 

One way in which West Germany has retained its former 
high status is by keeping out inflation. While Japan has suc- 
cumbed to international pressure to reflate at home. West 
Germany has shown more resistance. Its short-term growth 
will be lower than Japan's but so will its inflation. Phillips & 
Drew expects Japan's consumer-price rises to accelerate to 
2.9% in 1989 while West Germany's stays down at 1.796. 
West Germany has been the odd man out among major 
stockmarkets, but its odd persistence in resisting inflation ts 
one of the best things about it. 0 
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Korean carmakers 
face uphill struggle 


By a Correspondent in Seoul 

ou Korea’s publicly listed troika of vehicle makers has 
been racing along at full throttle, but the share prices of 

Hyundai Motor, Dong-A Motor and Kia Motors have been 

stuck in the slow lane. 

Non-resident foreigners cannot legally buy these issues di- 
rectly, but Kia is a leading candidate for a convertible-bond 
issue later this year that would be sold to foreign investors. 
The stocks of the three companies look cheap on fundamen- 
tals. Each has reasonable price-earnings ratios and good 
prospects for growth this year. 

Exports have increased more than 10-fold since 1984 to 
546,000 last year. The US, of course, has been taking most of 
those cars. North American exports surged from 7% of ex- 
ports in 1980 to 85% in 1986. Protectionism is a growing 
threat to carmakers, though. Most serious has been a pre- 
liminary Canadian decision to slap anti-dumping duties on 
Hyundai cars. Moreover, US demand may be slowing, and 
some analysts are predicting that US car sales will dip below 
10 million units this year for the first time since 1983. The big 
question is how the South Korean carmarkers will do in a de- 
clining market. 

Hyundai dominates the car-manufacturing field. At 
year-end 1987, its market capitalisation of US$749 million 
was the third-largest on the Korean: Stock Exchange. Al- 
though 1987 earnings rose by 56% to Won 59.6 billion 
(US$410 million) and turnover rose 49% to Won 2.5 trillion, 
the stock, at Won 21,900 is languishing below its 1986 high. 
Hyundai reckons that turnover this year will be Won 3.6 bil- 
lion and net income will grow by a third to Won 80 billion. 

Kia is South Korea's second-largest carmaker, with 2096 
of unit sales in 1987. Its re-entry to the car market last year 
used Mazda designs and components. (Mazda owns 8% of 
the company while Ford owns 10%.) Kia plans to triple its 
capacity to 900,000 cars by 1991. Last year's turnover was 
Won 1.04 trillion, up almost two-thirds from the previous 
year. 
^ Dong-A Motor makes specialised military vehicles, com- 
mercial Jeeps and buses. It was taken over by the Ssangyong 
Group last year and is expected to become profitable in 1988. 
It plans to enter the car market this year with the first South 
Korean-produced station wagon. 


DRIVING INTO WORLD MARKETS 
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Take care when dealing 
with the region’s press 


By Review Correspondents 


unning a newspaper can either be a licence to print 
money, as one press baron boasted, or a disaster, as 
Murdochs have discovered. 
Everyone has their favourite publications, but there is a 
world of difference between shelling out a few dollars at a 
newsstand for a copy of one’s favourite read and making a 
calculated investment in a publishing company. 

Australia has a tradition of aggressive and competitive 
journalism. This has been, in part, a reflection of the more 
numerous opportunities for investment in publishing. How- 
ever, since the takeover last year by Murdoch’s News Corp. 
of the Herald Weekly Times (HWT) and the privatisation of 
John Fairfax by Warwick Fairfax, it is appropriate to talk 
about the listed Australian publishing stock. News Corp. now 
controls about 58% of mtl aceadenet circulation in Austra- 
lia. It also has a substantial share of the book market. 

News Corp. stock has been marked down a little since its 
latest half-year report (to 31 December 1987), despite a 24% 
lift in net profit to AS227.3 million (US$165.3 million). Ana- 
lysts are worried by the reliance on foreign-exchange trading 
profits — up to A$57 million from A$32 million in the same 
period a year earlier. 

After dropping to A$11.60 after the result, the News 
Corp. share price has climbed back to around A$12, showing 
a 9.3 price-earnings ratio (p/e). This is about 9% below the 
average for top industrial stocks, put at 10.2 by brokers Ord 
Minnett. Few analysts are recommending the stock as a bar- 
gain, and say the discount to the average is reasonable given 
the uncertainties about earnings. 

The media shakeout last year saw many small companies 
scrambling for the crumbs divested by the big groups. Many 
of these — such as the Perth-based Temples group, which has 
the city's only afternoon newspaper and nine suburban week- 
lies — are still to shake down and are highly local in their 
press operations. Queensland-based Provincial Newspapers, 
soon to be divested by the Murdoch group, is another. 

Sally Aw Sian's Cereus Australia is the holding company 
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for her Hongkong-based English-language Hongkong Stan- 
dard and the Chinese-language Sing Tao Jih Pao — which is 
transmitted to eight publishing centres around the world — and 
the Sing Tao Wan Pao. Cereus reported a doubling of net profit 
to A$43.53 million in the half-year to 30 September 1987, 
with a 12-A cent share dividend. Its publishing interests, 
however, are increasingly overshadowed * property activities. 

In Hongkong, Sing Tao is one of three quoted publishing 
group. Stockbroker County Natwest forecasts Sing Tao's 
net profit will grow 24% in the year to 31 March. The 
rival Oriental Press Group was listed in August 1987, when, 
at 309 times, it became the most oversubscribed issue in 
Hongkong. Its newspaper, the Oriental Daily, claims 53% of 
Hongkong's total Chinese-language circulation. 

Net profit is forecast to grow by 25?6, to HK$110 million 
(US$14.1 million) in the year to 31 March, but a HK$72 mil- 
lion extraordinary profit — collected from interest on de- 
posits from the rights issue — will push the bottom line way 
over this figure. 

The third publishing stock is Jademan Holdings, Hong- 
kong's leading comics publisher. Jademan also owns 7596 of 
the Tin Tin Daily News, one of the top five local Chinese-lan- 
guage newspapers. The group has plans to diversify into 
property and expand into Southeast Asia, North and Sou ` 
America and Australia. A HK$260 million rights issue lé 
year was to have created an adequate capital base. But Jade- 
man, unexpectedly dabbled in the stockmarket, sustaining a 
HK$240 million loss in the crash, which wiped out the rights- 
issue proceeds. 

Jademan's founder and controlling shareholder, Tony 
Wong, is looking for a large backer to buy a stake in the 
por Jardine Matheson, Murdoch, Lee Ming Tee and Aw 

ave been mentioned. But Wong is insisting on retaining 
control of Jademan, and talks have bogged down. Analysts 
believe that if Jademan can sort out its problems, its core 
comic-publishing business should offer attractive growth. 
ow. e most popular English-language newspaper, 
the South China Morning Post, was delisted last year after 


being bought by Murdoch. 

Elsewhere, the New Straits Times Press (Malaysia) is the 
only play in the publishing industry on the Kuala Lumpur 
Stock Exchange. Owned by the dominant party in the ruling 
coalition, NST is a safe bet in a country where publishing can 
sometimes be a hazardous occupation. The company puts 
out 10 newspapers plus magazines and reference books. 






Stay tuned for profits 
on Japanese TV 


By Charles Smith in Tokyo 


A side effect of the sharp recovery in Japan's domestic 
economy is an upturn in advertising expenditure, par- 
ticularly by the car and consumer-electronic industries which 
have been switching their attention from exports to the home 
market. 

This has created a sellers’ market in “spot” TV advertising 
for companies such as Tokyo Broadcasting System (TBS) and 
Nippon Television Network (NTV), the two Tokyo-based 
broadcasting companies whose shares are quoted on the first 
section of the Tokyo Stock Exchange (TSE). 

Outside Tokyo, the Nagoya-based Chubu-Nippon Broad- 
casting (also quoted on the TSE first section) and Osaka-based 
Asahi Broadcasting (listed on the TSE's second section) also 
report fast-rising advertising sales. 

Of the four listed TV companies, most analysts prefer 
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.(US$1.40), NST is trading on a multi- 


revenue by a government ban of its 
 mainrival The Star in October last year. 


At its current price of M$3.70 


ple of 27 times earnings. In the year 
ending August 1987, NST made a net 
profit of M$11.9 million, or 14 M cents 
a share. Crosby Securities is currently 
forecasting earnings of 21 M cents a 
share for 1988 — making a prospective 
p/e of 18 times. Much will depend, 
however, on the number of additional 
shares that NST will need to issue to 
Faber Merlin for the purchase of a 


..| Hongkong 
| dJademan Holdings 
Oriental Press Group 


NST owns an insurance company 
Sing Tao 


outright, 20% of a commercial bank 
and 49.995 of Sistem Televisyen Malay- 
sia, the country's only private TV sta- 
tion, which is currently going public. 
NST's main publication, the New 
Straits Times has been given a substan- 
tial boost to circulation and advertising 


` In neighbouring Singapore, Singa- 
re Press Holdings (SPH) looks rela- 
.. ely cheap at S$7.80(US$3.86), which 
puts it at a prospective p/e multiple of around 21 times forthe | 
Ga ending August 1988, according to Hoare Govett Summit 
ecurities. However, SPH is seen largely as a defensive stock, 
as its saturation of the local market has put a question mark 
over its future earnings’ growth. 

The company has a near-monopoly of the publication of 
newspapers in Singapore, with nine titles including flagship 
The Straits Times. Recent 5-10% increases in advertising 
rates will help, but rising newsprint costs will wipe out most 
of these additional profits. Growth in its printing and pub- 
lishing division will have been hampered by the decision of 
the REVIEW to cancel its printing contract with the group. 

SPH's overseas subsidiaries, which include the Marshall 
Cavendish part-work and direct-mail operations based in 
Britain, contributed an estimated 20% of SPH’s S$114 mil- 
lion total trading profit in 1987. Profit from investments 
added a further $$20.8 million. 

The only other quoted company in Singapore ts Jack 
Chia-MPH. This publishes and distributes magazines and 


TBS, not only because it is the biggest but also because its vie- 
ing rate in the Kanto region around Tokyo has risen sharply 


 vver the past few months. In the period between October and 


the first week of February, 17.1% of all families in the Kanto 
area tuned into TBS' Channel Six between the hours of 6 and 
11 p.m. — the period known as the “golden hours" in Japan's 
TV industry. This compares with 14.9% in the previous 12 
months. 

TBS is thought to have raised its market share by spending 
more on its news and drama programmes than other commer- 
cial channels, thereby raising quality from the mediocre level 
characteristic of much Japanese commercial TV. A major 
focus of effort has been a news programme which the com- 
pany broadcasts between 10 and 11 p.m. on weekdays. 

TBS' increased market share enabled it to push its rate for 
a 15-second spot up to Y 750,000 (US$5,836) in January, but 
the company still claims to be fully booked for the foreseeable 


: future. As result of the spot-advertising boom, sales during 


the 1987 fiscal year (ending this month) are expected to pass 
¥ 156 billion (up from € 142 billion a year ago) with recurring 
profits exceeding Y 10.5 billion (¥8.1 billion in the previous 
year). 

TBS is believed to be concerned about the risk that a con- 
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books through its MPH bookstore out- 
lets, The company has been a loss- 
maker for the past three years, how- . 
ever, because of hotel operations in - 
Singapore and a bad property invest- 
ment in Melbourne. 

The sole listed publishing stock in | 
Thailand at present is Post Publishing, - 
which puts out the Bangkok Post and a 
student weekly, as well as owning à 
commercial printing subsidiary. Net 
profits in 1987 were Baht 49.5 million 
(US$1.98 million), compared to Baht 
47 million in 1986. 

Advertising revenues in all Thai 
newspapers are growing rapidly, and - 
the group could benefit from govern- 
ment plans to boost the commercial- 

rinting sector. Although in demand 

y foreign investors as a qua 
counter, it is not highly recommended 
by most brokers. Many feel the com- 
pany overstaffed and its management is 
not aggressive enough. It's rival, the 
Nation plans to list later in this year. 
Funds raised will be used to build new 
facilities and expand operations. 

Two of New Zealand's three listed publishing companies 
— Independent News (INL), New Zealand News and Wilson 
and Horton — are proving attractive in a bear market. All 
have strong cash flows, conservative balance sheets and little 
exposure to equities. 

Major investor attention focuses on INL, which owns 
about half the country's newspapers, and Horton, publisher 
of the largest newspaper, the New Zealand Herald. Despite a 
contracting economy, revenues are expected to hold up well 
and both will benefit from new, lower tax rates. 

. New Zealand News looks less promising, having suf- 
fered a collapse in profits following the launch last year of a 
tabloid morning newspaper, the Sun in Auckland. Brierley 
Investments is believed to want to sell its 61% stake. 

In Japan, Gakken, the largest company in the industry 
and a specialist in school books, has a solid business record 
but boasts a virtually motionless share price. No other major 
publishers are quoted on the Tokyo Stock Exchange. u 


REVIEWTABLE i y Ricky Hui 


vertible-bond issue due later this month could push its 
foreign-shareholding ratio uncomfortably close to the 20% 
ceiling permitted for broadcasting companies. 
In the case of NTV, which carried out a major fund-raising 
operation last year, the foreign-shareholding ratio is not | 
worry. NTV's market share in the Kanto region has held 
steady in the past few months but, like TBS, the company now 
claims to be fully booked for spot advertising. NTV's exclusi 
rights to cover the Yomuiri Giants, Tokyo's favourite baseball 
team, could be a major asset for the company following the 
opening of a new indoor air-dome stadium at the Giants’ home 
ground in northern Tokyo. 
The two listed Tokyo TV companies stand to gain from 
ownership of property in the Tokyo area. TBS is believed 
to be planning to develop its existing headquarters site in 
Akasaka as a hotel and office complex after it opens a new 
broadcasting centre just behind the existing head office in 
1993. 
NTV's *golf garden" site in Shinjuku, western Tokyo, . 
could provide the focus for a more ambitious development. 
with up to 160,000 m2 of office space. In the case of both NT 
and TBS, the market value of their Tokyo property holding 
far exceeds the book value shown in company accounts. | 














Two equity portfolios 
for uncertain times 


By Christopher Marchand in Hongkong 


Fo individual investors and investment uds dh alike, 
these are complicated times. Equity markets have 
crashed, and appear launched on a bear cycle of indetermi- 
nate duration. Currency markets are volatile and the poten- 
tial gains unattractive, given the uncertainty of exchange- 
rate trends. Deflation and recession fears do not make gold 
exciting, short of a complete collapse of the world banking 
system. 

Property is a sound long term investment, but is capital in- 
tensive. Bonds are risky at present, and could look to be 
painful holdings, once interest rates start to rise, as is possi- 
ble later this year. Convertible bonds are above-average 
performers in a bear market. 

But convertible bonds would also be affected by any 
. equity-market slide. Cash may be king in a recession, but cur- 
-rent holders of cash will see the worth of their deposits de- 
` clime in real terms, as interest rates lag inflation. 

. So the prudent investor should not entirely exclude 
equities from his portfolio, as shares historically outperform 
other investments over the long term. In a bear market, an 
equity strategy largely involves a return to the old tradition of 
stock picking. Utilities are prime defensive stocks. 

The accompanying table present a selection of choices by 
Hongkong analysts of Southeast Asian bear stocks. The de- 
fensive stance places a premium on earnings and dividend 
stability. The aggressive portfolio is also tailored for a bear 
market (warrants and second-liners are excluded). Its aim, 
however, is to capitalise on the upkicks on the way down. 

Although the table covers a range of Southeast Asian 
stocks, Hongkong remains the easiest and cheapest market 





in which to invest. Singapore is expensive, with an average ' 
price-earnings (p/e) multiple of 28. That compares with a his- 
toric earnings multiple of 10-12 in Hongkong. 

Thailand is a high-growth economy, with little downside 
risk. But profit-repatriation problems have not been ironed 
out. Philippine investors run a high political risk, while high 
entry costs (bank and broker charges) are a disincentive for 
individual investors to go into Thailand or the Philippines. In 
these markets, unit trusts might be an easier investment. 

Utilities, food and telecommunications shares are prime 
defensive stocks. Bank shares, despite Third World debt and 
competitive problems, cannot be entirely ignored. The 
Hongkong portfolio reflects this choice. But Dairy Farm 
does look expensive. Because of its reliance on its Australian 
supermarket operations, its Hongkong-dollar earnings are 
vulnerable to a slide in the Australian dollar. The Hongkong 
and Shanghai Banking Corp. hides its true profitability 
through the device of transfers to inner reserves. However, it 
is inconceivable that the bank would cut its dividend. 

Singapore Airlines might be better p under the ag- 
gressive heading. But the airline is the largest listed counter 
on the Singapore exchange, and is regarded as the leading 
airline investment in the region. It has financial muscle, 
sound management, and further expansion prospects 
through buying a domestic US airline. Dividends should F~ 
safe from a slide in earnings in the cyclical airline industry. 

Siam Cement is the Thai Inc. stock. Citicorp Scrimgeour 
Vickers forecasts a possible 40% gain in profit this year. 
Bank shares currently offer value, given the Thai economy's 
growth prospects. But the speed of the Thai market's rise 
suggests that investors should not tarry. 

In the Philippines, an investor must look to not for di- 
vidend, but capital gains. First Pacific's Mark Mearis presents 
a fervent case for investing in Philippines Long Distance 
oues Co. (PLDT). *PLDT is not a telephone monopo- 
ly." he says, "but Hongkong Telecom trades on a multiple 
of 25 times. So why not buy into an efficient telecommunica- 
tions operator which trades on a p/e of less than seven?" 





Take a second look at 
the Second Section 


By Richard Hanson in Tokyo 
J apan's Ministry of Finance (MoF) is trying to improve its 
image as a strict regulator of domestic stockmarkets. That 
has involved a task-force on insider trading which will result 
in new legislation. Moreover, the MoF's Securities Bureau 
has drawn sharp attention to the second section of the Tokyo 
Stock Exchange (TSE) by announcing an investigation of 
some rather extreme price movements involving newly 
listed shares. 

The suspicion is that brokers have been manipulating — 
upwards, of course — prices between the time Scrat the 
listing price to reaching an actual trading price. In some 
cases, it has taken several days to complete the first trade, 
and set the price of the shares. 

One example is Nippon Avionics, a joint venture between 
Hughes Aircraft and NEC Corp., listed on 9 February on the 
Second Section at Y 1,760 (US$13.64) but which was unable 
to trade until 18 February. By then, the weight of buy orders 
had pushed the price to more than 5,000 — more than 100 
times earnings. 

That was one of half-a-dozen new listings, ending with 
Koito Kogyo, before the Inspection Division of the Sec- 
urities Bureau stepped in to investigate. The MoF routinely 
checks such transactions — but hardly ever formally investi- 
gates. 


. 100 


Ironically, the new-listing manoeuvres on the Second Section 
come amid increasing expectations among some investment 
managers that the less glamourous side of the market is in fact 
the place to be. The Second Section index has outpaced the 
First Section and climbed to a new high in February. The Oc- 
tober crash is a memory for the smaller section, while the 
First Section's Nikkei Index is still down a bit from the previ- 
ous high. 

Starting early in 1987, some investment advisers began t^ 
take the Second Section seriously. The argument then wa 
that Japan's economy was about to take off — and it did. 

Looking at past performance, the argumentis that Second 
Section stocks were likely to show improved earnings perfor- 
mance. That is because the Second Section is heavily weight- 
ed in electrical machinery, other machinery, commerce and 
the service sectors. In other words, when industrial produc- 
tion takes off in Japan, so does the Second Section. (The First 
10) 9^ was a heavily weighted 33.6% in financials at end- 
1987. 

Jardine Fleming notes that from 1968-85, the Second Sec- 
tion outperformed the First Section, but fell to a discount 
against the First Section from 1986-87 when the weight of 
money pressures were at a peak. Historically, the Second 
Section is the first to go up — and come down. That is partly 
because smaller companies move more easily with less 
money than big companies. "TE 

Latest data show 1,108 companies listed on the First Sec- 
tion of the TSE, 435 on the Second Section and 93 on the 
foreign section. On the computer, where they are traded, 
Second Section shares are not distinguished from First Sec- 
tion shares. Qualifications for Second Section listing are 
somewhat looser than the First Section, but only a fittle. 
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. money supply and such — 
~ thus favouring again the big- 
-` capital companies of the First 
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A more challenging task is to choose an 

aggressive portfolio for a bear market. In 
Hongkong, for example, property shares 
have made the running in the current boom- 
let. Investors are realising that property has 
held firm, while the slide in share prices has 
resulted in property companies’ market 
values trading at a steep discount to net 
worth. | 

Major property shares such as New 
World, Sun Hung Kai Properties and Hen- 
derson Land are favoured. These com- 
panies are also diversifying their earnings 
bases out of property. (At this stage, it is un- 
clear to what extent any were hurt in the 
stockmarket crash.) Analysts also favour 
selected industrial shares — Luks Industrial 
is most often mentioned — as US import de- 
mand stays buoyant. 

In Malaysia, rising palm-oil and rubber 
prices have improved prospects in this sec- 
tor. Stockbroker County nat West favours 
Harrisons and Consolidated Plantations as 
core holdings. Kuala Lumpur Kepong also 

rns favourable mention from brokers. 
. iis company is well managed, and has one 
of the lowest p/e ratios and highest dividend 
yields in the plantation sector. Citicorp 
Scrimgeour Vickers’ Dominic Scriven 
recommends Malaysian Airline System. 

The Thai economy’s growth makes a selection of smaller 
listed companies in a range of industrial sectors interesting. 
Scriven notes that Thailand’s plastics industry “is only just 
beginning to be appreciated. It’s an industry that is only 
just starting. There is huge potential.” In this sector, 
Scriven favours Thai Plastics, which has a strong domes- 


tic base, and last year won contracts to make Reebok 
shoes. 


REVIEWTABLE by Ricky Hui 





A company that “graduates” from the Second to the First 
gains more in prestige than actual value (though, First Sec- 
tion stocks can be more easily traded on nou. 

New listings on the Second Section have increased in re- 
cent years. In 1985, there were 33 companies; 1986, 29 (24 
companies moved on to the First Section that year), and 
1987, 21 companies. Ten years earlier, new listings came at 
about half that rate. This year there are expected to be 90 

ew listings. 

However, the MoF obviously does not want the new-list- 
ing market to turn into a farce and is likely to advise healthier 
pricing practices for new listings. One problem is that many 
of the new listings will be subsidiaries of long-established big 
companies. The parent companies find it highly lucrative to 
spin off companies onto the 
stock exchange considering 
the profits involved. On the 

sitive side, more new list- 
ings will come from the new, 
booming service sector. That 
reflects accurately a shift in 
real economic activity. 

The Second Section looks 
generally cheaper on a price- 
earnings basis. (Nomura Se- 
curities would argue that all 
Japanese shares are attractive 
because of the financial con- 
ditions — interest rates, 
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Thailand's textiles and cement industries also look good. 

A construction boom is under way there, and the textiles in- 
dustry is growing rapidly. Jalaprathan Cement and Union 
Textiles are possible choices. But there is a wide variety from 
which to pick. As the foreign-shareholding quota in major 
Thai stocks is rapidly used up, analysts must search for value 
among the smaller companies which offer juicy regional 
growth potential. 








Section. Last year, Big Caps were the favourites of many 
investors until the October crash because they offered great- 
er short-term trading opportunities.) The Second Section 
is now seen as offering longer-term, profit-driven invest- 
ments. 

If the Second Section is being supported by industrial 
growth, then it is likely that a year or so from now those 
shares may be outperform the First Section in earnings. 

The securities industry seems to be reinforcing the Second 
Section rally with its projections on earnings growth. One 
projection by Nikko Securitiesshows that industrial earnings, 
excluding utilities, will show smaller companies to be rising at a 
better rate than larger ones during the next year. Most ot that - 
is attributed to gains expected in the smaller machinery and 
manufacturing sectors. Nikko 
says earnings for all indus- 
tries, again minus utilities, will 
rise 31.8% in the year endin 
this month vs a rise of 17.696 
for the Second Section. 

But in the financial, Sec- 
ond Section earnings should 
be up by 17%, while First Sec- 
tion growth will slow to 
15.5%. | 

In the machinery sector, 
Second Section earnings are 
expected to be up 44.9% this 
year (vs 2.9% in the First | 
Section) and 22.2% next year 
(vs 21.4% in the First Sec- 
tion). R 
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Bargain hunters re-consider 
New Zealand stocks 


By Colin James in Wellington 


B rokers have begun cautiously to ad- | 
vise investors to re-enter the New | 


Zealand stockmarket. But they do not 
see many bargains, 
foreign investors who face the risk of a 
devaluation of the kiwi dollar. If you do 


go in, they say, go for solidity. Alterna- | 
tively, stay in the short-term money | 


market or in bonds. 


Since the crash, the attitude among | 


private and institutional investors has 
been to wait for the market to bottom 
out. That may have happened on 29 
February, when it reached a point 59% 
below its peak of 18 September 1987, 
and 53% below the immediate pre- 
crash level. This shde took the market 


especially for | 


Some analysts, looking for safety, 
add the only wholly New Zealand- 
owned bank, the Bank of New Zealand 
(BNZ), which was 30% privatised last 
year by its then only shareholder, the 
government. BNZ recently announced 
it was still on track to its target profit of 
NZ$175 million, despite a NZ$345 mil- 
lion provision for debt and share losses. 

In the same vein, some also recom- 
mend the NZI Corp., Australasia's 
biggest insurance company, which also 
has a substantial presence in most East 
Asian countries. The corporation has 
suffered from equity losses, but it is seen 
as having good growth prospects. 

On few lists are the investment ar 
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back to mid-1985 levels and was far 
greater than almost every other in- 
ternational market. 

In the first seven trading days of 
March, however, the market rose 
continuously. It was up by a total of 
15% — fed, probably, from a pool 
a6 | ti Mar of liquidity looking for alternatives 

jo ses B | to falling (though still high) short- 
TA and medium-term interest rates. 

Two positive factors: the gov- 
ernment is committed to a 2876 cor- 
porate-tax rate in the fiscal year be- 
ginning | April and to full tax impu- 
tation of dividends, making di- 
vidends tax-free in the hands of the 
investor. The negatives are essen- 
tially economic: negative or, at 


property companies, glamour stocks ... 
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best, flat growth expected over the 
next year, rising unemployment. 
and high inflation and interest 
rates. 

The nearest to a bargain was 
Fletcher Challenge. Its price jump- 
ed 25 NZ cents in the wake of an- 
nouncement on 9 March of a half- 
year profit of NZ3299 million 
(US$198.7 million), putting it on 
course for a NZ$500 million profit for 
the full year, with a prospective price- 


earnings ratio of a little more than | 
particularly | 


seven. Fletcher looks 
strong, given the strength of world de- 
mand for pulp and paper which ac- 
counts for about half its turnover in 
three countries. Roughly half of its as- 
sets are offshore which reduce the com- 
pany's dependence on the depressed 
local market. It has also just diversified 
into oil and gas with the purchase from 
the government of Petroleum Corp. 


Goodman Fielder Wattie, now the- 


biggest food group in Australia and 
New Zealand, with investments in Bri- 
tain, 1s also favoured. It has recently 
substantially improved its cash position 
with some judicious disposals. 








REVIEWTABLE by Sicky Hui 


the bull run. So Chase Corp., the 
biggest property company (though with 
only about half of its assets in property), 
was selling for around 80 NZ cents on 7 
March, around one-seventh its 1987 
high of NZ$5.88. It has been cashing u 
on some if its foreign holdings houal 
to encourage one broker to recommend 
it as a buy, with a 45% capital-funds 
ratio now in sight). 

Equiticorp, one of the fastest grow- 
ing investment companies of the 1980s, 
with holdings in Australia, Hongkong 
and Britain, was around 97 NZ cents on 
9 March, less than one-quarter of its 12- 
month high of NZ$4.05. It has been 


consolidating and restructuring its asset 


base after losses on recent purchases 
compared with the purchase price. p 
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E Reco : profit, up 28.7 % over forecast. 
* New hotels in San Francisco and Singapore | 
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* Listing on Stock Exchange of Hong Kong 31st December 1987 
achieved. HK$m JSS 
* Profit contribution from overseas hotels 
increased. Sales | T2929 97.0 
The Register of Members will be closed from Profit before taxation 308.0 39.6 
23rd May to 3rd June 1988 inclusive, to identify those Taxation — Hong Kong 42.6 5.5 
shareholders entitled to the proposed final dividend Overseas 20.6 2.6 
ET of 14 cents, which will, subject to approval at the | iraque 
b Annual General Meeting to be held on 3rd June 1988, Profit after taxation 244.8 31.5 
be payable on 8th June 1988. Minority Interests (0.2 = 
Mandarin Oriental International Limited Profit attributable 7 
(incorporated in Bermuda with limited liability) to shareholders 244.6 41.5 
' 281 Gloucester Road, Causeway Bay, Hong Kong Dividends 85.9 11.1 
Earnings per share 39.90 5.1€ 
Dividend per share 14.0€ 1.8¢ 
UA Net asset value per share $5.63 $0.72 
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The ADB reviews its role and its critics 


Coming of wisdom 


By James Clad in Manila 


E mid-April, five men will gather 


Ein New York to discuss, for a couple of 
days, what they think the Asian Deve- 
lopment Bank (ADB) should do during 
‘the 1990s. Their brief is to tailor a role 
for the bank which hopefully will recon- 
cile the changed financing needs of re- 
gional borrowers with conflicting vi- 
sions of the bank's function held by its 
major backers. 

The ADB itself sees the review as no 
idle exercise: it has budgeted US$350,000 
for the 18-month study. On paper, the 

bank's first-ever comprehensive review 
starts with a wide brief on which to re- 
port back to ADB president Masaeo 
. Fujioka in early 1989. But for 
many the core issue is whether 

Japan, whose capital surpluses 
ensure a growing ascendancy 
within the bank, wants the ADB 
during the next decade to do any- 
thing much different than it has 
done in its first 20 years — push 
out project loans to public-sector 
borrowers. 

Although many of the bank's 
47 member countries privately 
expect little or no change, at the 
ADB's annual meeting in Osaka 
last April, both developing 
member countries (DMCs) and 
developed | members pressed 
Fujioka to accept a major review 
of the bank. They wanted out- 
siders to address their concern at 
declining bank lending. An inde- 
pendent study could also vet 


others about the bank's continu- 
ing project loan bias and it could 
examine doubts about ADB loan qual- 
ity (REVIEW, 27 Nov. '86). 

Apart from these issues, others 
among the bank's members felt that 
changing external economics required a 
basic re-think of bank rationale and di- 
rection. Papers reaching the 12-man 
. board of directors last September noted 
_the effect on capital flows of “weak 
.commodity prices, exchange-rate re- 
 alignments, increasing protectionism 
and stagnant net resource inflows." 

While the panel will probably meet 
only five times before reporting back, 
its well-funded formation and composi- 
tion mirror compromises reached at the 
bank's Osaka meeting. So do its widely 
drafted terms of reference. 

Former Japanese foreign minister 


Saburo Okita chairs the. group, which - 


includes US banker John Hennessey, 
former Indonesian cabinet minister 
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Mohammad Sadli, Indian economics 
professor A. K. Sen and Jonkheer van 
Lennep, the Dutch secretary-general of 
the Organisation of Economic Cooper- 
ation and Development from 1969-84. 
Overall the panel, which first met in 
January in Manila, broadly reflects the 
bank's geographical make-up (three re- 
gional and two non-regional members). 
Although bank staff have been reticent 
about the panel’s terms of reference, 
the board of directors apparently asked 
that the review cover: 
» The global and regional economic 
situation in the 1990s. 
» The bank's "distinctive contribu- 


| 
| 


| 
| 
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ble development finance, plus the impli- 
cations for the bank’s own borrowing. 

» "Any modifications and new initia- 
tives” that bank operations and policies 
might need, including “new instruments 
and facilities,” and changes in project- 
lending or loan-quality considerations. 

The five “wise men,” as ADB vice- 
president Stanley Katz described them 
in an interview, will report back at 
around the time the bank’s 22nd annual 
meeting convenes in Peking in April 
1989. To ensure independence from 
bank management, the board has al- 
lowed the panel to hire outside consul- 
tants, Australian R. J. Whitelaw and 
Korean Bong Kay. 

Katz calls it a “very independent 
board”; others think it bland, however, 
with a preordained result favouring the 
status quo. The US ambassador to the 
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tion” to the region vis-a-vis other availa- | 








| 
| 
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bank, Victor Frank, takes this line. In 
particular, he thinks there is an "innate 
bias" in the panel's membership against 
shifting ADB lending priorities away 
from governments and towards the pri- 
vate sector — a key US goal. 
Observers sympathetic to Frank say 
that "bias" pervades the bank. Despite 
talk of reaching out to the private sec- 
tor, direct ADB private-sector lending 
without a government guarantee total- 
led just US$20.5 million last year, 
against the US$2.43 billion lent to gov- 
ernment-affiliated borrowers. 
Some staff see the panel's work : 
superfluous. The bank's 597 profe. 
sional personnel suffer no short- 
age of internal reviews. Funded 
as part of the bank's "regional 
technical assistance," various 
plans emerged in 1982 and again 
during 1986-87. These focused 
mainly on what the bank calls 
"operational priorities" — decid- 
ing which sectors should get most 
loans. But this paperwork fell far 
short of the  top-to-bottom 
analysis sought by the US and 
other member countries. 
According to the head of the 
bank's development policy of- 
fice, Kunio Saito, about half the 
bank's 47 member countries have 
made submissions to the panel. 
Washington's paper apparently 
asked the group to focus on 
building up “dynamic, competi- 
tive private sectors" in the DMCs 
via policy-based programmi 
lending and away from simpbh 


byAnytang project financing. 


The US also plumped for better end- 
use of bank money, for coordinating 
ADB lending with other donors, for 
making ADB staff changes, and for giv- 
ing more attention to environmental is- 
sues. But some DMC submissions show 
hostility towards marrying ADB lend- 
ing to what is seen as meddling through 
such practices as "policy dialogue." 
India, which received nearly US$400 
million from the bank in 1987, is a nota- 
ble antagonist of the Washington line. 


he Nordic countries and other non- 

regional members, on the other hand, 
appear to want the panel to come out 
strongly for the bank to place more em- 
phasis on basic social needs and rather 
less on macro-economic fixations. 

By way of contrast, the submissions 
from the borrower countries of Asean 
and South Asia reflect a consensus to 









simply push for more concessional fi- 
nance. Indonesia has become the bank’s 
largest borrower, and seeks more ADB 
payment of local-cost components in 
project loans. 

The bank’s loan portfolio remains 
badly skewed towards a handful of big 
borrowers, such as Pakistan and In- 
donesia. As the bank heads into the. 
1990s, many earlier borrowers, such as 
Hongkong, Singapore, Taiwan and 
South Korea, have ceased borrowing. 
Other DMCs like Malaysia and Thai- 
land have also "graduated." 

Awkwardly for the bank's overall 
capital transfer position last year, these 
pee have started  pre-paying 
oans, replacing their exposure with pri- 
vate foreign bank loans or even going to 


some procedures. 

In the first half of 1987, loan repay- 
ments reached US$318 million, of 
which pre-payment of non-concessional 
borrowings totalled US$271.7 million. 

st year total loan cancellations came 

US$572.6 million. On the whole, the 
bank became a net capital drain on the 
region. It also chose to reduce bor- 
rowing on the capital markets while 
continuing to pay off its own instru- 
ments. 

Although at first glance an odd situa- 
tion for the bank, the causes of its net 
capital drain on the region last year — 
almost certainly a transitory phenome- 
non — seem clear. Countries like Thai- 
land and South Korea have moved into 
current-account surplus and want to re- 
duce indebtedness. They are not renew- 
ing old ADB credit lines, partly because 
of the bank's reputation for fussy loan 
vetting procedures. 

One senior Malaysian Finance 
Ministry official told the REVIEW: 
^Why should we put up with these end- 
less ADB missions and evaluation re- 
ports when we can get an answer from 
the big commercial banks in three 

onths or less?" 

For these reasons the panel must 
| took at the bank's big hopes for China 
| and India. The feeling within the 

bank is that both giants can easily 


absorb up to US$500 million a year | 


without complaint from other borrow- 
ers. The likelihood that public-sector in- 


frastructural projects can go ahead | 


for years without surfeit in these 
two countries augurs little basic 
change in the bank's priorities, some 
charge. 
This conclusion becomes even stron- 
er when forecasts are made of the need 
. for bank finance to help rehabilitate irri- 
| gation, roads, railways and ports fi- 
| nanced in part by the ADB in earlier 
| decades; one recent report suggests that 
| as much as 40% of Indonesia's fixed 
|. public investment in these areas must be 
| rehabilitated soon. 
. Within a picture of old borrowers’ 
declining desire for bank money, the 
focus of development lending may also 
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| Washington, 


emerged 


anuary 1988 staff 
| paper suggesting 
changes to bank policy 


| "both project and pro- 


| of a tota 





be shifting away from traditional 
mainstays (India and China apart). This 
would have a direct bearing on staffing. 
Traditionally the bank lent to irrigation 
and agricultural projects. ADB staff 
weightings reflect this. 

But there is now renewed interest in 
going back "full circle" to the old deve- 
lopment standby of the 1960s — indus- 
trial development. And hydroelectric 
dams and transportation projects may, 
with India and China taking more 
money, enjoy a renaissance. 


| A Sosen the ADB has begun to 


P^ make sector and programme loans 
“on a modest scale," as the US submis- 
sion says, these are tiny efforts in com- 


C | parison to the oue de vii lending. 
the World Bank, with its less cumber- | % 


uring 1987 nearly 99% of bank loans 
went to government borrowers of one 
kind or another, or carried a govern- 
ment guarantee. Even in such a growth 
area of bank lending as credit-lines for 
DMC financial institutions, a bank 


| review found a heavy public-sector bias. 


Although not fast enough to please 
Fujioka has taken 
steps towards mak- 
ing direct loans to or 
taking of equity in, 
rivate enterprises. 
Similarly, programme 
lending guidelines 
last year, 
bringing the ADB 
closer to World Bank 
ractice. And while a 


on guaranteeing pri- 
vate commercial bank 
lending struck some as 
anodyne, it marked 
another step out of 
the old, project-lend- 
ing groove. But Wash- 
ington's wish to have 


gramme lending 
utilised as vehicles to 
improve economic 
policies" runs into strong resistance. 
"Certain donors," the US paper con- 
tinues, *. .. have expressed doubts over 
the present capability and commitment 
of the ADB to seek policy reform in the 
context of its lending." But by insisting 


| on programme lending as a policy stick, 


Washington ironically seems to be ig- 
noring market forces of another kind — 
in demand for and supply of multilateral 
loan money, borrowers these days have 
the upper hand. 

An important question hanging over 
the panel's deliberations is the issue of 
what influence Tokyo may wish to exert 
by using the ADB to recycle surplus 
funds in Asia. Last April, Japanese Fi- 
nance Minister Kiichi Miyazawa said 
Tokyo hoped to subscribe to 36.7% 
US$3.6 billion replenish- 


ment of the bank's soft-loan faci- 





ADB headquarters: comprehensive review. ] 
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lity, the Asian Developmer 

Since then, Japan has planned gi 
er contributions to the bank's Spx 
Capital Increase (SCI), has said t 
bank will administer the new Japa 
Special Fund (with US$35 million o 
funding to dispense as untied grants 
1988) and has announced it wil 
US$100 million for each of the 
three years to a technical assis 
(project identification) fund with 
bank. Japan's Export-Import Bank hà 
also signed a co-financing agreemen 
with the ADB, and recently Tokyo gave 
a US$750,000 technical assistance grant. 


exercise Ex-Im is h 
passenger locomot 
that the facility is | 
procurement. Observers 
the ultimate procurem 
closely to see whether lo 


be bought from Japanese manufactur- - 
ers. The bank insists that the bids in- 
vited by Indian Railways are "fully in. 
accordance with the bank's Guidelines | 
on Procurement." h 
Japan’s SCI increase has opened up | 
what is known as the “harmonisation” 
problem — a difference between Tokyo 
and Washington over the justification 
for increasing voting shares because of 
differing contributions to the SCI (the 
US has not contributed to the SCI). As 
of 31 December last year, the US’ sub- 
scribed capital was US$3.368 billion, 
amounting to a 12.3% voting share. | 
Japan's US$3.417 billion entitled ittoa | 
bit more voting power — 12.4%. | 
Katz said the voting-rights issue will 
robably not become a major one dur- 
ing the bank's annual meeting in Manila 
from 26-29 April. LH 








LABOUR 


By Mark Clifford in Seoul 
bitter strike at Hyundai Engine & 
Machinery Co. in Ulsan and a 
series of violent disputes at other work- 
places, which led to two workers com- 
mitting protest suicides, have renewed 
. fears about South Korea’s volatile 
. labour situation as the annual spring 
wage negotiations begin. 
| More than six months after the last 
i wave of strikes and sit-ins subsided, lit- 
tle has changed in South Korea. AI- 
though there have been cosmetic legal 
changes, neither labour, management 
nor the government seems to have used 
the hiatus in disputes to build a more 
durable framework for labour-manage- 
ment relations. 
There were more than 3,000 labour 
disputes in 1987, the worst year on rec- 
cord. The level this year is reduced, but 
even so there have been 140 so far, 
which is more than the annual average 
in the 10 years prior to 1987. Every one 
of these disputes is technically illegal. 
At Hyundai Engine, where more 
than 2,000 workers have been on strike 
since 22 February, police and workers 
are locked in a stand-off inside the com- 
pany's compound. The dispute began 
after the company sacked the union 
leader, Kwon Young Mok, following 
his conviction on charges that grew out 
of a strike at the company in 1987. The 
case is currently being appealed, though 
the company maintains it is under no 
obligation to wait until the appeals pro- 
cedure is exhausted before diss a 
worker who has been convicted of a 
crime. 
; Until labour laws were modified late 
| last year, even an arrest was grounds for 
. dismissal. "Unions fought hard to have 
this law changed and they feel this is a 
test case," says a Western union ad- 
viser. "They say a worker cannot be 
fired until the appeals process is com- 
pleted." 

Heavily armed police raided the 
Hyundai compound on 7 March, pro- 
voking a pitched battle which resulted in 
the police being driven off, according to 
unionists. They say that nearly 400 
workers are still barricaded inside the 
factory, and that several hundred family 
members, mostly women, continue to 
blockade the main factory gate. 

Hyundai Engine's workers are trying 
| todrumup EPOR from other Hyundai 
| unions. Only five of the other 15 unions 
| have offered backing to Hyundai En- 

gine so far. The lack of solid support 
from other Hyundai workers partly re- 
flects a fear of being charged with inter- 
. vening in a labour dispute as a "third 
party," a legal restriction which has ef- 


















Striking at the heart 


South Korean workers’ protests turn violent again 


fectively prevented most outside help 
for striking workers since 1980. 

But the uneven support from other 
Hyundai workers also reflects deep divi- 
sions about the direction of the labour 
movement. More conservative workers 
would like the movement to concen- 
trate on bread-and-butter issues, while 
some more militant unionists, such as 


Kwon, would like to see unions adopt a | 
| tween management and workers, even 


more radical, overtly political platform. 

In Seoul, a bloody clash at a manu- 
facturing factory ended with a security 
guard committing suicide in protest at 
the treatment of striking workers. The 
clash at the Fujika Daewon Manufac- 
turing Co. in Kuro, a massive industrial 
complex on the outskirts of Seoul, 
began after a group 
of primarily white- 
collar workers at- 
tacked about 20 strik- 
ing workers. 

The attackers 
were reportedly led 
by the union presi- 
dent, Park Chong 
Yop, and several 
other members of the 
company's X union. 
White-collar work- 
ers, who had formed 
a "save the company 
committee," joined 
in the attack on 
workers who were 
striking in protest at 
low pay and the pro- 
management policies 
of the company's 
incumbent union i 
leadership. | 

The company had 
no comment on the 
incident, while the Federation of Ko- 
rean Trade Unions (FKTU ) said that it 
was conducting an investigation. Man- 
agement cooption of union o AN 
has been a perennial problem for Sout! 
Korea's union movement and the de- 
mand for democratic unions was the 
leading issue during most of last vear's 
disputes. 


he dead Daewon worker, Oh Pom 

Kun, a 45-year-old security guard, 
apparently committed suicide on 10 
March following the clash. Oh, who was 
not directly involved in the strike, was, 
according to union activists, a union 
sympathiser and former activist who 
had been forced by an industrial acci- 
dent to work as a guard. 

Another worker committed suicide 
in Inchon, a port city just west of Seoul. 
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Striking Hyundai workers at Ulsan. 





| 


self in protest at his impending dismissal 
by the Kyonggi Transportation Co. for 
union activities. As was the case at 
Hyundai and Daewon, the dispute in- 
volved intra-union squabbles, as well as 


| labour-management conflict. 


These incidents reflect three persis- 
tent problems, says Park Young Ki, a 
professor and a member of the country's 
Central Labour Management Commit- 
tee: the rules for resolving disputes are 
inadequate; there are no legitimate par- 
ties to act as mediators between workers 
and employers; and there is an absence 
of rational procedures to settle disputes. 

South Korean labour law assumes 
that there is a harmony of interest be- 


following its revision last year. The 
stated purpose of the law "is to prevent 
disputes arising between employee and 
employer." Park Young Ki says: "That's 


nonsense. The basic philosophy is still. 


the same, that there is no basic confli 
between employer and employee." Th... 
suggests labour dis- 
putes will again be 

itter later this year. 
The FKTU, the 
government-sanc- 
tioned umbrella 
group for the union 
movement, is still 
struggling to estab- 
lish its legitimacy 
among a broad spec- 
trum of workers and 
wants to establish a 
more political role. 
At the end of Feb- 
ruary, the FKTU re- 
solved to establish a 
political-education 
committee and called 
for an end to restric- 
tions on its political 
activities. "That's go- 
ing to be a major issu: 

for the FKTU," say 


tm t ns 


are up in the air.” 

The FKTU also decided to support 
all pro-labour candidates in the forth- 
coming National Assembly elections, 
whether they run for one of the opposi- 
tion parties or under the banner of the 
ruling Democratic Justice Party (DJP). 
Several local union leaders are expected 
to runon the DJP ticket. Close relations 
with the DJP may give labour more 
clout. But it will also fuel the suspicions 
of more radical unionists, who deride 
the FKTU's tendency to compromise 
too quickly. | 

Whatever happens with the FKTU, 
labour disputes are likely to be bitter. 
The new administration has raised 
democratic aspirations. Workers are 
likely to use the spring wage negotia- 
tions as a way of testing whether Presi- 
dent Roh Tae Woo is serious about his 
commitment to democracy. R] 


Taxi dri ver Kimi hang Soo died on 9. 
March, nine days after he burned him- 


an adviser. "Things 
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Since the dawn of containerization, ScanDutch home on land as at sea. If you want to be sure your 
has provided shippers with deep-water transport goods reach their destination on time and in 
between the Far East and Europe. But at an early perfect condition, talk to ScanDutch. For a decade 
stage of our development, we saw we'd need to and a half, the natural selection of shippers on 
adapt if we were to prosper in the years to corne. two continents. 

So we evolved: from a shipping line into a total ScanDutch € 
transport company - one that today is as much at IST CLASS CONTAINER TRANSPORT 


Regional Office, Hong Kong: ScanDutch Limited, Far East Management, Centre Point, 185 Gloucester Road, P. O. Box 20231, Hong Kong. 
Telephone: 5892-1808 Telex 73001. 
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A monument to freedom 


The megaliths of Stonehenge reach towards the sky in a reliable, high-performance printers; ranking Epson the world's 






mystifying configuration. Defying convention and leading printer manufacturer. Then we developed a varied 
presumption, they symbolize the spirit and imagination of selection of human-engineered, ultra-friendly IBM* PC 
those who erected them compatible computers 

At Epson, we encourage the same freedom to dare, to The road before us is yet unmarked 
challenge, to go beyond. And we are rewarded with the But the air is clean and fresh; 
innovative technologies and products that mark Epson as a holding infinite possibilities for a 
company of firsts. company from which 
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Imagine a printer small enough to fit into a calculator. Or a anything is possible. ~ 
desk-top performance computer compact enough to fit into 








a briefcase. Or a flat-screen, high-resolution LCD TV tiny " 
enough to fit into the palm of your hand. They exist today 
t4 | -—— t ates 
because we looked beyond what was, to what might be "m = egere 
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Epson's dedication to improving and enhancing daily life RUNE Nn mediile —— = 
through its products and technologies first resulted in highly internationa! Business Machines Corporatior EPSON. Where anything is possible. 
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Not so deeply in the red 


Manila’s foreign debt rises, while some loans are repaid 


By Jose Galang in Manila 


he rise in the value of the yen 

and the Deutschemark have added 
about US$2 billion to the Philippines’ 
foreign debt over the past two years. 
However, repayment of some ‘loans 
(mostly under Manila’s debt-equity 
‘swap programme) and correction of 
what monetary authorities describe as 
"double-counting" of some obliga- 
tions have reduced the increase in total 
debt. 

The decline has tempted some busi- 
nessmen to suspect that Manila may 
have been undervaluing its external 
. debt burden. The impact of the yen rise 
on Manila's debt seems to have been 
—"ch less than on Asean partners In- 

1esia or Malaysia. The main reason 
1$ the UD debt profile. Only 
; about 16% of Manila’s commercial and 
bilateral debt is denominated in yen, 
compared with 41% in the case of In- 
| donesia and 29% for Malaysia. 

"Using 30 September 1987 exchange | 
rates, total Philipr ine eee debt was 
valued by the Central Bank of the 
Philippines at US$27.79 billion, an in- 
crease of 5.9% from the level at the be- 
ginning of 1986, and 9.4% from the start 
of 1985. About 80% of the increase 
since January 1986 was attributed to ex- 
change-rate movements. The remain- 
der was the result of new borrowing. 

The September figure, however, was 
down by 1.6% from the value at the be- 
ginning of 1987, and by 476 from a peak 
of USS28.95 billion reached in April 
when the values of Japanese bilateral 
loans and export-credit lines rose sub- 
stantially. The subsequent decline re- 
sulted mainly from the entry into the rec- 

ds of some previous repayments and 

purge of certain double-counted 


short-term loans, according to mone- 
tary officials. 

Under the debt-to-equity scheme, 
introduced in August 1986, a total of 
319 applications worth US$1.49 billion 
had been received by the Central Bank 
at the end of 1987. Of 135 plans ap- 
proved, valued at US$465 million, only 
92 conversions, worth US$281 million, 
have been formalised so far. 

Central Bank officers discount the 
possibility that the debt figures have 
been understated. Memories of the 
1983 discovery that the Philippines had 
overstated its international reserves re- 
main vivid and a similar fiasco is just 
what the government does not need at 
this point of a budding economic recov- 
ery, which this year is pegged to expec- | 
tations of fresh investments. 

A possible change in the Central 
Bank leadership within the year 
| also makes it unlikely that the governor, 
Jose Fernandez, would want to be in- 
volved in records-tampering, insiders 
insist. Fernandez is currently under fire 
from politicians and legislators because 
of the Central Bank's four-year cam- 
| paign to strengthen the financial system 
|! by forcing the closure or merger of un- 
| stable and mismanaged banks. Although 
he remains firm about his campaign, 
Fernandez is said to be opting for early 
retirement, which he becomes entitled 
to in April, because of the political 
theatre that has evolved from the com- 
plaints of some affected bankers. 

Fernandez told a gathering of local 
business leaders in January of the big in- 
crease in the foreign debt since the end 
of 1985. He said that total availments of 
new money from commercial creditors 
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Eod official developmen 
ing the period amounted to US$1.07 bi 
lion, which helped meet shor alls o 
US$362 million in trade an $2€ 
million in other external tran 

Of the total debt, com 
amount to some USS1 
which some 39% is owned 
and another 19% to Ja 
Total bilateral debts. 
US$4.3 billion at mi 
to US$3.02 billion. 
increases were re 
loans from Japan ( 
billion), West G 
USS88 million), 
US$33 million) a 
to US$39 million). 
US declined by 6. 4% 
over the same period 

The recovery in i 
last year also led to in 
lines from foreign expo 
cies to finance imports o 
goods and spares, Outs 
tions to foreign expor 
in 1987 amounted to 
June, compared with: 
| year earlier. Credits obt 
| Export-Import Bank o 
to US$474 million an 
US Export-Import B 
to US$463 milliot 

The Central B 
US$1.05 billion. 
debts since 198: 
sist local firms. 
foreign loans. L 
programme are p 
pesos to the Cent 
takes care of pa 
ditor. A total o 
been paid in pesos 
rowers, Another U 
porate debts matur 
pected to be enrol 
following the new g.apgree- i. 
ment formalised with the country' E 483 ds 
creditor banks last year. 

The rescheduling package, cóvering 
a total of US$13.2 billion of obligations 
(including US$5.82 billion of debt re- 
structured in 1985), was |. 
signed on 22 December i. 
1987, following snags that |. 
prolonged negotiations for | 
nearly a year. The new re- — 
scheduling deal does not in- — 
volve new money releases; 
its main feature is a reduc- 
tion in the interest on the 
debts to 0.875 of a point over 
the London inter-bank of- 
fered rate (Libor), from the 
previous 1.625 above Libor. 

rincipal repayments do not 
start until mid-1995. 

In terms of the Philip- 
pine peso, which had been 
under pressure in recent 
months, the debt burden ex- 
panded by 15% between | 
January 1986 and September | 
1987. Uu 
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India’s milk production and use soar 


By Lincoin Kaye in Anand, Gujarat 


V erghese Kurien, the brusque chair- 
man of India’s National Dairy Deve- 
lopment Board (NDDB), has come to 
symbolise one vision of India’s develop- 
ment potential. Kurien is devoted to en- 
couraging cooperatives in India’s hard- 
pressed villages. Over the past 17 years, 
Kurien has built up a network of dairy 
collectives which have more than dou- 
bled the country’s milk ouput. 

The success of his cooperativisation 
campaign — Operation Flood — has 
brought new responsibilities. Prime 
Minister Rajiv Gandhi recently ex- 
tended the board’s charter. It is now 
able to set up cooperatives in such non- 
dairy sectors as vegetables, timber, edi- 
ble oils, fish and salt. Kurien even finds 
some top-level favour for his suggestion 
that users’ cooperatives take over and 
tone up India’s ramshackle telecom- 
munications system, 

The World Bank has pledged an ad- 
ditional US$360 million this year and 
the European Community (EC) has ear- 
marked commodity aid to the tune of 
75,000 tonnes of milk powder and 
25,000 tonnes of butter oil to fund the 
next seven-year phase of the 17-year- 
old Operation Flood. This is designed to 
broaden the dairy cooperatives’ mar- 
keting base and to upgrade production 
and processing capabilities. 

But if some policymakers swear by 
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SUE ERATION FLOOD' 


Number of farm 


:| families involved 


(million) 


Milk procurement 
=| (million kg/day) 





Kurien, others prefer to swear at him. 
Critics like the Institute of Social 


Economic and Political Weekly of Bom- 
bay charge him with opening a back 
door for Western agribusiness to under- 
mine India’s hard-won self-reliance in 
food production. They claim that Ku- 
rien’s much-vaunted revolution, with 
its comparatively capital-intensive 
methods and its stress on marketing, 


ih 1 
drummi 


| sumers at the expense of the rural and 
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| and upm 
urban poor. 

State-run dairies and government- 
subsidised milk schemes offer a reser- 
voir of patronage and vote-buying 
largesse, Politicians and trade union- 
ists, particularly in neighbouring 
Maharashtra state, are in 
no mood to relinquish 
these spoils to farmers' 
cooperatives. Vested in- 
terests have dogged Kurien 
for years with litigation, 
strikes and journalistic 
diatribes. The latest such 
move was a Maharashtra 
public employees’ union 
suit which attempted to bar 
Operation Flood from 
bringing allegedly Cher- 
nobyl-contaminated EC 
milk products into the 
country. 

But however much Ku- 
rien may be reviled e!«e- 
where, in the Guja 
town of Anand he is re- 
vered. NDDB visitors are 
still shown the garage 
where he lived when he 
first came to town nearly 
four decades ago. In those days, he was 
a young, US-trained scientist working 
off his scholarship with a tour of duty as 
technical adviser to an obscure govern- 
ment milking shed. When a group of 
local dairymen banded together to es- 
cape the clutches of middlemen, Kurien 
helped them take over the milk-shed 
and run it as a cooperative. 

The project was so successful that the 
late prime minister, Lal Bahadur Shas- 
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“tri, challenged Kurien to replicate the 


experiment in other dairying com- 
munities. Since then, he has expanded 
his cooperative venture from village- 
level agitation to a nationwide produc- 
tion and marketing empire. NDDB- 
aided cooperatives supply milk and pro- 
cessed dairy products to India's biggest 
cities and provide a year-round income 
for more than 5 million farm families. 

This growth is all the more impres- 
sive considering it was accomplished 
with only minimal state interference or 
assistance — no mean feat in a country 
much given to bureaucratic meddl- 
ing and bloated public enterprises 
(REVIEW, 7 Jan.). One crucial asset has 
been the backing of four successive 
prime ministers. 


nother secret of the board's success 
has been its direct access to foreign 
aid in the form of World Bank loans and 
EC food grants. Kurien's independence 
has sparked the resentment of vested in- 
ests and leftwing ideologues. But he 
ists he only uses the EC butterfat and 
milk powder to prime the pump of his 
dairy-processing and distribution net- 
work. 

The commodities the board receives 
free from the EC can be sold cheaply 
in urban markets and still generate 
enough cash for the cooperatives to 
fund dairies, tank cars, cattle-feed 
plants and animal- husbandry research. 
In effect, the EC provides a milk sub- 
sidy which is shared between coopera- 
tives and consumers. 

Operation Flood could survive with- 
out any subsidy at all, says Kurien. He 
feels he is doing the EC a favour by tak- 
ing dairy surpluses off its hands. There 


| Compromise gives workers n more prow: 
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is global over-supply and the only way 
for Western countries to prop up dairy- 
related commodity prices is to tap into 
Third World reservoirs of demand. 
India, with its vast population and its 
tradition of dairy consumption, has con- 
siderable bargaining power. 

But access to this market must be 
carefully controlled, Kurien stresses. 
Otherwise, as he explains, “we would 
see some kindly European gentleman 
here peddling limitless cheap or free 
milk.” Politicians would happily snap 
up the offer as a source of crowd-pleas- 
ing handouts. But local dairy farmers 
would be squeezed out in the bargain. 

Commodity aid comes in handy, 
NDDB managers admit, but it is hardly 


The | amendments x 
make no bones about the- 







the definitive ingredient of the coopera- 
tives. Only one of the non-dairy co- 
operative schemes involves commod- 
ity aid; Canada will provide supplies for 
a timber scheme. 

The crucial thing, Kurien em- 
phasises, is for village-level producers 
to take charge, through. their coopera- 
tives, of the processing and distribution 
of their commodities. Without middle- 
men taking their cut peratives 
can generate enou 
grade production. 

























mits, for primary 
modities that reqt € process- 
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The cooperat elits daily 


cash flow back to 
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months to get paid 
work can also mana 
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comes. And a m: 'ütive can 
even offer an array i VICES. 
Operation Flo ss has 
spawned imitator the de- 
veloping world. Th biggest is 
China, which is about a World 
Bank-aided dai e pro- 
gramme very much nand pat- 
tern. Kurien cauti develop- 
ment enthusiasts a moting de- 


mand for an upm: em like milk at 
the expense of basi ional needs. 
But meeting basic needs means more 
than producing enough rice and wheat 
to feed the masses, he adds. Purchasing 
ower, too, must reach down to the vil- 
ages. Otherwise a country can face the 
paradox of rural poverty in the midst of 
agrarian surpluses, as India has seen in 
the past few years of foodgrain self-suf- 
ficiency. 





increased powers of the — - 


workers. Added to Chap- 
| ter 1 is the : s cipatetian 


the workers’ position “as | 
master and support the 
workers legitimate 
f desiit " The crux i the 


ers o 5 have pes n all as 


| pects of the management of the enter 
prise, including production. Addition- . 
ally, it guarantees the broad spectrum oa 
of perks that are customary in state- — the 


owned enterprises. 
- The second. amendment, however, is 
give-away. “Workers. 


113 


- rti ANA A A Nile Pctri RAA deem a Dac estet rr erede ADIN Tiare tht A AS PRU reri voe nde Ns PM Nhat meme m remate tnr I Hr tN NIA ——EE A PE ERR RR 








By Jonathan Moore in Taipei 


To car buyers are among the 
8 consumers reaping the benefits 
Of Taiwan's most recent round of 
tariff cuts. But with foreign models 
Selling more cheaply, local carmakers 
are turning desperately to new foreign- 
_ cooperation agreements and the export- 
ing of car parts to survive. 

Cars were among 3,500 items that re- 
ceived tariff cuts of an average of 5096 in 
. à bill passed by the Legislative Yuan on 
.20 January. The tariff for cars drop- 
ped from 55% to 42.5%, cutting 
NT$50,800 (US$1,776) off the price of 
a Seat Malaya GLE compact, for exam- 


le. 

i The bill, authorising Taiwan’s 
largest and most widespread tariff cut, is 
intended to help alleviate Taiwan's 
chronic trade surplus, which topped 
US$19 billion in 1987. Tariff rates have 
_ been cut for imported consumer goods, 
machinery, and agricultural and indus- 
trial products. Taiwan's heavily pro- 
tected car industry, in particular, is fac- 
ing a rude upheaval. 

Hyundais from South Korea, Seats 
from Spain and Fiats from Italy are sud- 
denly encroaching on territory local 


. Taiwan's carmakers lose their market to imports 















makers had long considered their 
own. Domestic makes accounted for 
80% of the 233,626 cars sold in 1987. 
Analysts at the Economics Ministry’s 
Industrial Development Bureau (IDB) 
predict that figure will drop to 70% in 
1988. 

To cope with the new threat, Taiwan 


| carmakers are eagerly stepping up plans 


to streamline production and to gain 
new foreign investment and technology. 
As a way of entering the difficult export- 
ing stage, however, they hope initially 
to sell overseas higher-technology parts 
— such as transmissions and engines — 
by gaining technical cooperation and 
access to established distribution net- 
works from foreign carmakers. 

For example, Taiwan’s largest car- 
maker, Yue Loong Motor Co., which is 
already owned 25% by Nissan of Japan, 
is looking for added investment from 
General Motors Corp. (GM). It hopes 
to encourage GM to switch some of its 
parts manufacturing to Taiwan. San-Fu 
Motors Industry Co., which has a tech- 
nical cooperation agreement with Ren- 
ault and which already sells some parts 
to the French car company, is hoping to 
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Old contemptible 


Financier Jim Raper sentenced to jail in Britain 


By Anthony Rowley in London 
J im Raper, the British financier 
whose forays into the Hongkong and 
Southeast Asian markets during the 
1970s frequently fell foul of regulatory 
authorities, was sentenced by a High 
Court judge in London on 9 March to 
two years’ jail for con- |. ! 
tempt of court. How- 
ever, both Raper and- 
his associate, Douglas 
Allen, who was given a 
six-month sentence, 
failed to appear in 
court. Their lawyers 
said their whereabouts 
were unknown. | 
. The judge said that 
Raper, a former head 
of Malaysian hotel and 
investment group Faber- 
| Merlin, had apparently 
ji. defrauded small invest- 
_ ors and had “cocked a- 
.$nook" at the City of | 
London and at the | 
























































Raper: ‘cocked a snook. 


court. He said it was “one of the most 
deliberate and serious” contempt cases 
that could be imagined. 


The court has no power to have 


Raper extradited forcontempt should he 
re-appear overseas. But the judge said 
copy of the judgment 
would be sent to the 
Director of Public 
Prosecutions to see 
whether criminal 
charges could be for- 
mulated that could lead 
to Raper’s ultimate ex- 
tradition. 


was brought by the 
liquidators of Savings 
and Investment Bank, 
an Isle of Man bank 
which alleged that Raper 
and Allen aided and 
abetted the transfer 
abroad of £2.6 million 
(US$4.6 million) of the 
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joint-venture link to produce cars. 
But the competition will be stiff, and 
the new cuts are expected to hasten the 
inevitable consolidation within the in- 


| dustry. An industry analyst at the 


Chung Hwa Institute for Economic Re- 
search, a government-funded think 
tank, predicted that only three or four 
of Taiwan’s seven carmakers, would 
survive in the next six years. 

Besides the severe effects of the NT 
dollar's 40% appreciation over the past 
two-and-a-half years, the industry's 
main obstacle to exporting cars stems 
from inefficiency bred by three decades 
of overweening protection by the gov- 
ernment. Tariffs are on their way down 
from a 6576 rate three years ago; 
Japanese cars are still barred from 
entry. 


Tov car-assembly companies, 
all of which have licensed-produc- 
tion arrangements with foreign man- 
ufacturers, will need to produce few - 
models to help cut production cos 
Stepping up parts production wot 
also provide a means for taking up ex- 
cess building capacity. 

The industry's most glaring problem 
Is its inability to produce on an econo- 
mic scale. Taiwan's car manufactur- 
ers produced only 187,000 pas- 
senger cars in 1987. Seven years ago, be- 
fore rapid NT dollar appreciation wiped 
out makers’ hopes of soon exporting 
their product, Yue Loong built a plant 


assets of St Piran, a mining and property- 


development company. Of this, about 
£1.33 million has not been recovered. 

St Piran and its subsidiaries were 
controlled by Gasco, Raper's quoted 
Hongkong investment vehicle. Gasco 
was the target of frequent investigations 
by the territory's Office of the Commis- 
sioner for Securities, and its shares were 
suspended in 1978 after a dispute with 
regulatory authorities. Raper's effor 
to relist the group met stiff resis 
ance. o ats 

The assets of St Piran were alleged to 
have been transferred in 1985 to three 
companies — Berriedale Investments of 
Hongkong (said to be one of the ulti- 
mate holding companies of Gasco), 
Crinkleleaf, described by the judge as a 
and Caravela Maritime, a Swiss com- 
pany. The transfers breached St Piran’s 
undertaking to the High Court in 1984 
not to reduce its own and its sub- 
sidiaries’ British assets below £7 million. 

Twelve allegations of contempt were 
made against the two men of which 
eight were fourid proved against Raper 
and three against Allen. The judge said 
Raper was the moving spirit behind a 
"series of deliberate and dishonest acts" 
while Allen was a “comparatively small 
fish" who had gone along with Raper's 
wishes. 

















in San Yi in southern Taiwan, - 
which is capable of turning out 
180,000 cars a year. 

The company has had to 
push back plans for exporting 
full cars. Two months ago, Yue 
Loong disbanded a small divi- 
sion established exclusively to 

lan the marketing of the Feel- 
ing in the US. 

A spokesman for the Taiwan 
Transportation Vehicle Man- 
ufacturers’ Association said the 
industry’s best hopes for attain- 
ing the long-awaited goal of 
selling cars abroad on a mean- 
ingful scale is now four or five 
years away. 

Cars in. Taiwan's medium- 
and upper-price range, cost- 
ing NT$400-600,000, are fac- 
ing the brunt of the competi- 
tion. And unlike some local 
markets, where consumers are 
battling powerful cartels to have the 
*^"ff cuts passed on to them, the 

npetitive car market is already seeing 
the effect of price wars. Foreign dealers 
say orders for cars in that range were 
up more than 30% in February over 
January. 

Local manufacturers also suffer from 

the low esteem their products have in 
.the eyes of Taiwan's growing number of 
middle-class car buyers, many of whom 
choose cars for status reasons. "They 
don't care that a Hyundai is considered 
a low-prestige car in the US," said one 
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Taiwan's carmakers in reverse gear. 


observer. "They only care that it is an 
import." 

While Taiwan already sells a large 
quantity of lower-technology parts 
abroad, especially to the US replace- 
ment market, export of whole cars, so 
far, has been accomplished on only a 
minor scale. Ford Lio Ho Motor Co., 
the local Ford subsidiary and Taiwan's 
No. 2 maker, sold 1,500 Mercury Trac- 
ers to Canada in 1987. Other companies 
have sold smaller quantities to develop- 
ing countries. 

Foreign manufacturers might be in- 





From demand to supply 


. Bangladesh becomes a net fertiliser exporter 


By S. Kamaluddin in Dhaka 


espite rapid growth in domestic fer- 
tiliser use, Bangladesh has emerged 
as a net urea-fertiliser exporter. This is 
partly due to its substantial natural-gas 
reserves, as well as to the commissioning 
late in 1987 of the 561,000-tonne-a-year 
Chittagong Urea Fertiliser by the state- 
owned Bangladesh Chemical Industries 
Corp. (BCIC). 
Bangladesh's five urea-fertiliser fac- 
. tories produce about 1.5 million tonnes a 
year, just short of its 1.63 million-tonne 
capacity. It also has one factory produc- 
ing triple super phosphate (TSP) fer- 
tiliser. During the current fiscal year 
(ending 30 June), the country will need 
about 1 million tonnes of urea and about 
| -300,000 tonnes of TSP fertiliser. 
| Bangladesh is expected to export some 
i 300,000 tonnes of urea to China, Sri 
| Lanka and Nepal worth about US$31 
| million, but will still have to import TSP 
| fertiliser. 
|] - Domestic demand for fertiliser has 
‘grown dramatically, from 210,000 ton- 
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nes in 1969-70 to 1.32 million tonnes last 
year. Usage grew 9.2% a year during 
1980-85 and is likely to grow by 10% and 
895, respectively, in the 1985-90 and 
1990-95 periods. According to a re- 
cent study, fertiliser usage in Bangla- 
desh is still low at 60 kg 
a ha vs 331 kg in South 
Korea and 181 kg in 
China. 

To keep on top of | 
domestic demand, and 
continue to sell ferti- 
liser abroad, the gov- |= 
ernment has finalis- - 
ed plans for a new 
Jamuna Fertiliser Co., 
with 561,000-ton- 
ne capacity, at a 
cost of US$325 million. | 
It also plans to ex- 
pand the 340,000-tonne 
urea fertiliser factory 
at Ghorasal by another 
100,000 tonnes at an 
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Fertiliser factory: low usage. 
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The tariff. 
boost in a schedt 
three years ago 
decrease tariff 
to 30% between 
The schedule was 
five-point cut in : 
on cars each yea 
when it would i 
Legislators, impa 
slow pace of chai 
industry, passed the 
after boosting the schedule 
point cut this vear. "E 
Another scheduled op: 
the IDB's plan involves, à 
local-content rate from 
next year. This will hurt the- 
tomobile-parts industry just as it eases 
pressure on car assemblers. Car manu- 
facturers are expected to take advan- 
tage of the cut to buy components made 
more cheaply overseas. Many of 
Taiwan's small- and medium-size parts 
manufacturers are likely to be squeezed 
out of business. ee ea eta 
















estimated cost of l S$80 million p 
Mosharraf Hossain, chairman of 


BCIC, told the REV that contractson 
a turnkey basis for the two projects 
would be awarded to Japanese firms by 
early April. BCIC is also trying to 
establish a new 300,000-tonne-a-year 
TSP factory in southern Khulna dis- 
trict. In addition, still another export- 
oriented urea factory — the joint-ven- 
ture Karnaphuli Fertiliser Co. — is in 
the final planning stages. This unit will 
have 560,000 tonnes of annual capacity 
based on natural gas and its entire pro- 
duction would be exported. 

| There is now a sup- 
ply-demand gap of some 
3.2 million tonnes a year 
— which may rise to 
around 6 million tonnes 
by the early 1990s. Ban- 
gladesh's proximity to 
China and India and its 
close ties with both make 
them the natural mar- 
ket for its surplus urea. 
Growing demand has 
meant an increase in 
prices; from US$97 a 
tonne in September to 
more than US$123 a 


still rising. 


tonne fob bulk in Feb- | 
ruary. And prices are - 
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Japan-US friction grows over access to public-works contracts 


By Charies Smith in Tokyo 
T: question of access to Japan’s 
multi-trillion yen construction mar- 
ket promises to become a focal issue in 
the 1988 round of US-Japan trade fric- 
tion. In early March, talks between the 
two governments on the subject broke 
down. But the construction issue could 
turn out to be of far more than purely 
bilateral interest. 
US attempts to break into the huge 


Construction talks collapse — 


Japanese market, estimated to be worth 


around ¥60 trillion (US$471.3 billion) a 
year, or about 15% of Japanese GNP, 


are being closely watched by other na- | 


tions. South Korea and China, in par- 
ticular, could prove highly competitive 
in the Japanese market if given a chance. 

At present, Japan excludes South 


Korean construction companies from 
bidding for public-works contracts on. 


the grounds that the South Korean mar- 
ket is itself closed to outsiders. But this 
might have to change, in the view of To- 
kunosuke Hasegawa, executive director 
of the government-sponsored Research 


Institute of Construction and Economy | 


(RICE), if the rules governing the 
award of public-works contracts were 
overhauled. Meanwhile, says Hasegawa, 


major South Korean companies such as 1 
Hyundai already have better contacts | 
with Japanese construction firms than | 


US groups. 


Trade in construction services first | 
became a talking point between Japan 


and the US in 1986. At the time, when 





OMMODITIES 


US companies tried and failed to qualify 


as bidders in the first phase of the 


| 
| 
Y] trillion Kansai international air- 
port project. By late 1987, however, the 
problem was no longer Kansai (which | 
Japan claims has been “solved”). The 
dispute had become a question of 
whether Japan's "designated bidding" 
system used to award contracts for pub- 
lic works has the effect of keeping out 


foreigners. 


Japanese sources say that the sys- 
tem, which was originally borrowed 








Austral ia benefits from a price surge 


US S urging metal prices are continuing : 
|: ww to reward those investors who, out- 
| of foresight or plain conservatism, put 
| their money into Australian blue-chip 
| mining stocks instead of high-flying. 
paper builders a year ago. After copper, 







March, exchange authorities felt it neces- 
|. sary at one point in February to suspend 
| trading to take the heat out of prices. 


Strong consumption of stainless 


| steel, the use for 55% of world nickel 
| production, underlies the price surge. 
g | There have been short-term supply dis- 

| ruptions. These include an export ban in 


-f the Dominican Republic on Canada's 
x- | Falconbridge Inc., the suspension for 

id- | technical reasons since 2 March of the 

ing | smelting plant of Canada's PT Interna- 

to | tional Nickel Indonesia (Inco) in South 
E | Sulawesi and a furnace breakdown in 

July | Finland. A third factor has been specu- 
in | lation on futures. 





By Hamish McDonald in Sydney and Review Correspondents : 


















from Br 
Md 


m Brit; merely a de 
suring "fair shares" for smaller com- 
anies. The small fry, itis argued, might 
E. steamrolled out of existence by the 
industry giants if contracts were 
awarded on the basis of open tender. 
The designated bidding system involves 
drawing up lists of “approved” com- 
panies, from which a given ministry 
then selects candidates which are then 
invited to bid for a given contract. The 
US claims that this has the effect of 
excluding outsiders. 
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Tz lists are revised at long intervals, 
Hasegawa admits, so that a foreign 
company must have been around for 
a long time before it can even hope 
to get work in Japan. Another prob- 
lem is that access to information tends 
to be available only to companies 
that are already "listed." 

In order to meet US com- 
plaints about the closed system, 
Japanese Prime Minister Nob- 
oru Takeshita suggested durine 
a January visit to Washingt 
that Japan should compile a uisi 
of six major projects that had 
not been previously listed 
which would be "opened" to 
bidding by the US. The US wel- 
comed the proposal as a "first 
step" towards opening the mar- 
ket. Discussions on details held 
in Feburary and early this 
month revealed wide differ- 
ences of opinion between the 
two sides about what consti- 
tutes a "public-works" contract. 

The Japanese proposals, 
when finally unveiled, turned 
out to apply only to the “earth 
moving” stages of projects. The | 
design and equipment stages | 





Metal analysts are, therefore, cau- 
tious about how long the high prices w!! 
last. They point out that the bulk of pr 
duction is traded under long-term coi. 
tracts in which the LME spot price is a 
minor price component. 

In Australia in the first half of its cur- 
rent year (to June), WMC announced 
its net profit was up 476% on the same 
period a year ago at A$142 million 
(US$104 million). With improved con- 
tributions from gold and aluminium, 
WMC reported nickel sales 24% higher 
at 24,800 tonnes, operating costs down 
4.6% a tonne and prices up 36% in US- 
Sa terms (2276 in Australian dol- 
lars). | | 

Metal-sector analyst Barry Dawes, 
of Sydney stockbroker Bain and Co., 
estimates that from an average US$2.30 
a Ib received in the last half-year, WMC 
will get an average US$3.20 a Ib in the 
current half. Overall, it will earn an 
extra US$130 million or so over the 


1987-88 year from nickel, most of which 





ASTERN ECONOMIC REVIEW — 








| we 


 angered the US particularly. 
. Airport terminals and control 


. panies can clearly do more 
: cheaply. 


| managing director of the Japan 
|. Federation 


 panies in the Japanese industry, 


* 7. 









ich interest US companies _ 
re excluded. Japan's insis- 
tence that the construction 
of airport terminal buildings 


could not be classified as 
"public works" and would, 
therefore, not be opened 


to US bidders, seems to have 


tower equipment are two fields 
in which US companies are rec- 
koned to be highly competitive. 
Pouring concrete for runways is 
something that Japanese com- 


A According to Yoshio Iwata, 


ede of Construction 
Contractors, an organisation 
which represents the top 50 com- 


US construction companies are 
themselves to blame. They “mis- 
lerstand” the nature of 

_ an’s construction market. Iwata says 
construction contracts in Southeast Asia 


-normally include the planning and co- 


ordination services at which US com- 
panies excel, whereas in Japan such 


work tends to be done by the govern- 


ment agencies which commission the 





Work. 

Iwata admits, however, that US con- 
struction companies are not the only 
ones at fault. He believes Japan can and 
should adopt a more flexible approach 
to defining public works, if only to ease 
friction with foreign countries that are 
likely to grow as the construction busi- 
ness becomes more international. 

Iwata also thinks that the 19% rise in 
the value of public-works contracts due 
to be commissioned during the coming 


flows straight to pre-tax earnings. 

Dawes, along with Peter Rudd of 

Ibourne broker A. C. Goode and 
vu., forecasts WMC net profit of about 
A$300 million for the whole year, com- 
pared with A$83.5 million last year. 
This estimated profit is a healthy 35 
cents a share, and the market has 
marked up the WMC share price by 
around A$1.30 over the past month to- 


wards A$5.20 currently. WMC’s recent- 


ly purchased Canadian and US mines 
are starting to pass back profits. The 
company’s new Olympic Dam mine 
(formerly called Roxby Downs) will be 
producing uranium next year. 


"he position of Asia-Pacific tropical- 
~E belt producers of nickel from lateritic 






'S has also been boosted to the extent 


that LME prices flow through to local 
receipts. Société Le Nickel in New 
Caledonia is estimated to have received 












only about 35% of the LME rise, given 
‘the dampening effect of long-term sell- 
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Source: Research Institute of Construction and Economy. 


fiscal year (beginning on 1 April) may 
force agencies such as the Ministry of 
Transport (which looks after airport con- 
struction) to start farming out planning 
and design work to private companies. 


T: changes that are already under 
way within the domestic construc- 
tion industry suggest that Japan ought 
to be able to adopt a more flexible post- 
ure at the next round of talks with the 
US. These are due to take place in 
Tokyo either late this month or early in 
April. But no one expects the outstand- 
ing issues will be settled easily. Japan’s 
handling of the negotiations with the US 
has suffered from the fact that three 
ministries share responsibility for the 
talks — the Foreign Ministry, which 





ing relationships and a rise in the local 
Pacific franc against the US dollar over 
the past year. Production has been kept 
so far at about 50,000 tonnes a year. 

Until the world market settles down, 
none of the major regional producers 
seems likely to consider re-opening 
mines closed during the price recession. 

In Indonesia, PT Inco has been los- 
ing money for most of its 10 years of op- 
erations — mainly because of low 
prices. It is reported to show debts in ex- 
cess of £65 million (US$120.8 million) 
last year. Technical problems have been 
solved and the company plans to re-start 
operations at the end of March, ac- 
cording to vice-president Hitler Sin- 
gawinata. 

The Philippines is not ready to cash 
in on the current strength in the price of 
nickel. The two local nickel mines, run 
by Rio Tuba Nickel Mining Corp. and 
the Hinatuan Mining Corp., have been 
recording lower production levels. In 
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was down a third on the 1986 full-year to 
332,343 dry tonnes. The country’s refin- 
ery, run by Nonoc Mining and Industri- 
al Corp., has been out of operation 
since March 1986 because of technical |. 
problems. Industry experts say there is . 
no early prospect of the smelter- 
being upgraded or becoming opera- . 
tional again, and future growth in . 
nickel production remains pegged to its |. 
fate. | IE 
However, in Australia, Alan Bond's 
private Dallhold Investments has an- 
nounced an A$200 million investment 
to convert a nickel smelter in Town- 
sville, now fed by his declining Green- 
vale mine to take supplies of high-grade - 
ore from New Caledonia and Indonesia. 
Meanwhile, several West German, US, | 






decade ago put non-recourse loans into 
Greenvale — since increased five-fold 
by roll-overs and currency movements 
to about A$1 billion — have a chance of 
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l Plans to slim down Malaysian heavy industry are modified 


. By Nick Seaward in Kuala Lumpur 

| Te first progress report on the 
| implementation of  Malaysia's 
medium- and long-term Industrial Mas- 
| ter Plan (IMP) has recommended defer- 
| ring some key guidelines on the 
rationalisation of top-heavy industries, 
citing the recent recession as the reason. 

But in a major deviation from the 
IMP's original recommendations, the 
task forces set up to implement the IMP 
in the car and iron and steel sectors have 
either rejected the rationalisation pro- 
posals completely or else modified them 
so that their effect is almost nullified. 

At the same time, more than two- 
thirds of the industry sectors covered by 
the IMP have reported growth in ex- 
ports in excess of IMP targets, indicat- 
ing that overseas sales are being used to 
stave off efforts to restructure these in- 
dustries. 

The progress report provides the 
strongest evidence yet that the 1985- 
86 recession has forced Malaysian in- 
dustry to compete aggressively in world 
markets to make up for shrinking local 
demand. In 10 of the 13 sectors 
examined by the government’s IMP 
“task forces” exports exceeded IMP 
targets, even though only half of the sec- 
tors for which 1986 production figures 
are available reported increases in over- 
all output. 

Releasing the IMP annual report for 
1986-87 on 5 March, Trade and In- 
dustry Minister Datin Paduka Rafidah 
Aziz said that the government would 
shortly announce details of its industrial 
structural-adjustment programme, for 
which Finance Minister Datuk Daim 
Zainuddin allocated M$500 million 
(US$196.1 million) in his 1988 budget in 
October. The programme — which also 
includes World Bank and Japanese 
financing — is aimed at specific pro- 
tected industries, like car manufac- 
turing and iron and 
steel production, which 
were deemed by the IMP 
to be overdue for ra- 
tionalisation because of 
excessive duplication of 
facilities. 

The task force for the 
important road-transport 
equipment sector (in es- 
sence, cars) has recom- 
mended that “specific ac- 
tions to rationalise and re- 
structure the industry be 
deferred,” due to the “pre- 
vailing weak financial pos- 
ition of local assemblers as 
well as the declining mar- 
ket for motor vehicles.” It 
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Amalgamated Steel Mills: revision of IMP policy. 


suggests that rationalisation should 
begin only when government compen- 
sation becomes available. Meanwhile, it 
suggests manufacturers should look to 
the export markets to use excess capa- 
city. 

These recommendations represent a 
complete reversal of the IMP's policy 


towards the sector, which, it said, 


should remain a domestic market- 
oriented industry with exports running 
at an insignificant 4% of output. True, 
domestic demand for cars in 1986 was 
only 36% of the IMP's projections, but 
the IMP did imply that assemblers of 
medium-range cars other than the state- 
owned Proton should move out of that 
sector by 1990 if the industry was to be- 
come efficient. 

The IMP did not mince words in de- 
scribing what was at stake: "The future 
of the industry," it said "and even the 
whole manufacturing sector will be af- 
fected by the strategies and action pro- 
grammes to be taken by the government 
with regard to Proton and the road-trans- 
port equipment industry." Yet, judging 
by the progress report, it seems that 
greater emphasis has been placed on re- 
viving domestic demand through the re- 
duction of tariffs on imported com- 
pletely knocked down packs than on the 
creation of a leaner industry. 


evision of the IMP's policy has also 

taken place in the important iron 
and steel sector — though on a less dras- 
tic scale. The IMP recommended that 
the number of bar and rod producers be 
reduced to three, each with a minimum 
throughput of 250,000 tonnes a year. 
The sectoral task force has accepted this 
recommendation but with the provisos 
that rationalisation be based on econo- 
mic performance of individual manufac- 
turers instead of just technical capacity 





. Exports seem to have enabled the 
steel sector to avoid implementing the 
cutbacks in capacity implied by the 
IMP. Malaysia currently has six major 
steel companies — three of which are 
state-owned — and average utilisation 
of installed capacity in the industry is 40- 
50% . Even so, production during 1986 
was 27% up on the IMP target of 
M$1.03 billion, due almost entirely to 
stronger-than-expected exports, which 
were 553% up on the IMP target of 
M$38.2 million. 

Although the IMP makes little men- 
tion of exports, the iron and steel sector 
task force has devoted most of its ener- 
gies to devising export-enhancement 
measures for the government to adopt. 
These include the raising of the load 
limit for lorries carrying iron and steel 
and the abolition of the M$100 levy on 
laden lorries crossing over to Singapore. 
The task force also recommends the *^- 
moval of the condition attached to el 
tricity-charge discounts which states 
that they are available only to steel com- 
panies producing less than 4096 of their 
output for export. | 

One major item the task force has yet 
to consider is whether to go ahead with a 
slab mill for the production of flat pro- 
ducts. The IMP highlighted this deci- 
sion as the single most important policy 
decision to be taken in the industry be- 
tween 1985 and 1991. Yet the task force 
mentioned this almost as an after- 
thought — something to be discussed 
some time in the unspecified future. 

There seems to be some confusion in 
government circles as to the exact status 
of the flat-products proposal. Late in 
January, the Chief Minister of Selan- 
gor, Datuk Muhammad bin Haji 
Muhammad Taib, said that negotiations 
were being finalised with China over a 
M$1 billion investment in a cold-rolling 
mill joint venture with the Heavy Indus- 
tries Corp. of Malaysia and a Saraw 
timber tycoon. The proposed pla . 
which is to be sited in Shah Alam, is in- 
tended to have an annual capacity 
of 600,000 tonnes, producing coiled- 


steel sheets and tin 
plate. 
Muhammad's an- 


nouncement would seem 
to indicate that the gov- 
ernment has already de- 
cided to go ahead with the 
hot rolling mill, as it is 
not an economic proposi- 
tion to have one with- 
out the other. However, 
Rafidah suggested that 
both plants were still very 
much only proposals to be 
decided upon at a later 
m stage. “The cold roll mill,” 
1 she said, “will feature in 
"| the overall study of the in- 
dustry." n 















COMMUNICATIONS is our busi- 
ness. When you look at - and 
listen to - all the satellites Matra 
Espace has put in orbit, you'll see 
what we’re speaking about. 

ECS, Telecom | and now Inmarsat 
2 and Telecom 2 provide the 
proof of our savoir-faire. And it's 


This is Matra speaking. 


our capacity to manage complete 
communications systems that ma- 
kes us one of the most sought- 
after prime contractors for to- 
day's and tomorrow's challenges: 
Intelsat VII, DRS... 

Being prime for communications 
is our business. 
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The new Minolta EP410Z Copier with "Quadruple 
Zooming Power’; the power to enlarge to four times 
original size or reduce to one-fourth original size in a 
single, time-saving step. Without intermediate copy- 
to-copy procedures that can sacrifice copy quality. 

Use QZP to enlarge A5-size graphs, charts, 
illustrations or even a gorilla to A3. Use it to reduce 
A4-size phone lists, schedules, memos, notes and 
other important documents to A6. Either way, you 
benefit from the superior copy quality that only 
Minolta single-step zooming can deliver. ! 
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automate several previously tedious tasks. Make two 
copies at the same time, for example, with Page-By- 
Page Copying. Or produce perfect margins automati- 
cally as you copy with Image Shift. Use Frame Erase 
to eliminate unsightly shadows when copying books 
or odd-sized originals. And let AMS and APS select 
zoom ratios and paper sizes for you. 
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an even more powerful system from a wide range of 
options. One option, the Editor, lets you designate 
specific sections of a document for 
copying or erasure. 

Dont let poor quality, 
second-generation  [ 
zooming make a 
monkey out of you. 
Get the power: 
Minolta EP410Z 
Quadruple 
Zooming Power. Ask 
your Minolta dealer. 
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Asia is home to more than half of mankind. Every day, 
events are happening here that not only shape the re- 
gion's future but affect the entire world. The Asia 1988 
Yearbook does more than cover these events — it com- 
piles, analyses and interprets them. No businessman 
can afford to ignore them. Nor can any professional or 
scholar or anyone who has dealings with Asia. Decide 
for yourself whether any other single medium puts the 
economic, social and political realities of Asia at your 
fingertips as does the Asia Yearbook. 


Now In its 29th Edition 

The Asia 1988 Yearbook, now in its 29th year, is bigger 
and more comprehensive than ever before. Matching 
the rapid pace of Asian development, it goes into great- 
er detail, with greater insight — a book which everyone 
who needs to know about Asia must have on the book- 
shelf. 


Features 

The Asia 1988 Yearbook offers completely revised 
chapters — covering another historic year in Asia, and 
analysing US involvement in the region and you will also 
find familiar chapters and features as well: a portrait of 
The Entire Region, The Power Game, Population & 
Food, Development Banks, Asian Finance, Asian In- 
vestment, Commodities, Energy, Aviation, Shipping, 
Fishing, Trade & Aid, the Pacific, Asian & Pacific Or- 
ganisations, a round-up of the year's news stories, and 
much more. 


As in the past, the Asia 1988 Yearbook has an abun- 
dance of charts, tables and graphics to illustrate the 
material, including a full military profile of each regional 
country. 













.. The main body of the book contains chapters on 31 
-. countries, ranging from Afghanistan to Japan, from 
— China to New Zealand. 


3 Country-by-Country Analysis 
. Each country is discussed with up-to-date reviews of its 
. Politics and Social Affairs, Foreign Relations, Economy 
and Infrastructure, complete with à map and lists of 
. leading public officials. The Asia 1988 Yearbook gives 
. you localised, first-hand information on everything from 
.. market potential and population trends to foreign aid in- 
¿volvement and social and cultural landmarks. Each 
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country chapter has a Databox. giving essential vital 
statistics. And there is also a statistical round-up com- 
piled against a master questionnaire provided by Yes 
book experts. 


How We Did It 

Published by the Far Eastern Economic Review, the 
Asia 1988 Yearbook is the result of thousands of man- 
hours of work during the year. Every week, the Heview's 
correspondents file on-the-spot reports from every 
major Asian capital and every area of interest through- 
out the region. This leading team of writers, analysts, 
experts and research staff contribute (as they have reg- 
ularly for 29 years) to keep the Asia 1988 Yearbook on 
top of events. To give you Asia minus the mystery, 
minus the myth. To give you Asia as only the Far East- 
ern Economic Review can. 


Soft Cover: HK$21 5/US$27.50/£17. 75/9$58.50/M$70.50 
Hard Cover: HK$235/US$29.95/£20/S$63/M$77 

For airmail delivery, please add: 
HK$55/US$7/£4.50/8$15.5/M$18.5 per copy. 
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Review Publishing Company Ltd. 
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€ THE ride of small shareholders 
with Australian entrepreneur Robert 
Holmes à Court is getting rougher. This 
is no doubt testing the loyalty of the 
 home-town cheer squad who pack gen- 
eral meetings at the sharemarket 
player's home base in Perth. But it must 
be doubly galling f areholders who 
entered in the hop screwing some- 
thing out of Holme 'ourt — among 
them Broken Hill Proprietary Co. 
(BHP) and British press tycoon Robert 
Maxwell. D o C 
BHP and Maxwell e: 
about 5% of Holmes à Court’ 
sources: BHP in the hope of stalling 
Bell Resources’ takeover attack on it- 
self two years ago and Maxwell wi 
even more hopeless aim of getting at 
/spaper assets that were supposed to 
bought by Holmes à Court in the 












































Fairfax jumble sale late last year — the 
Fairfax deal never went through. 

After seeing the value of their invest- 
ments plummet. in the 


October crash, bo 
seen the Bell Resc 
share price drop f 
since Holmes à 
vealed his cons 
plan for his e 
month. This wasz 
offer by Bell Resou 
Bell Group of or 
Resources share plus A$ 
(74 US cents) cash for | 
every Bell Group share. At || 
the time, this offered the 
equivalent of A$2.25 for | à 
shares the market valued at 
A$1.45. 

Called in to advise, Mel- 
bourne broker Potter Partners duly ap- 
nroved the deal as "fair and reasonable" 
<- Bell Resources shareholders, though 
ising more than a few eyebrows with 

the comment that it was "at the top end 
of what might be regarded as a fair offer." 
In return for handing over A$314 
million from cash reserves built up by 
the A$2.1 billion sale of 20% of BHP, 
and seeing the value of their shares di- 
luted by about 12%, Bell Resources 
shareholders take on board about 
A$2.1 billion in Bell Group debt and 
convertible bonds, and a diverse mix of 
assets that include Perth's monopoly 
morning newspaper (a good profit- 
maker) and 14.995 of Britain's troubled 
"Standard Chartered Bank. 
^: The chief Bell Group shareholder is, 
‘of course, Holmes à Court, who owns 
about 12% in his own right and 30% 
through his private family company, 
-Heytesbury Holdings. The A$132 mil- 
lion. from a successful Bell Resources 
takeover would be very welcome at 
-Heytesbury, which after spending freely 





EASTERN ECONOMIC REVIEW e 24 MARCH 1988 









Saved b 'the Bell? 

















| Maxwell: hopeless aim. 


| 
| 
| 
: 
| 










on racehorses, fine art and property ap- 
pears to have caused some worry to its 
bankers after October. 

It came out recently that late last 
year Heytesbury raised A$148 million 
by issuing redeemable preference 
shares to the three listed companies in 
the group (the two Bells, and J. N. 
Taylor Ltd). The cash was placed back 
with the companies on deposit, but must 
have inflated Heytesbury's assets. With 
the cash from the Bell Group merger, 
Heytesbury could redeem the prefer- 
ence shares. 

The takeover goes before Bell Re- 
sources shareholders shortly. Bell 
Group cannot vote its shares, and BHP 
is bound by a side agreement to its latest 
peace settlement with Holmes à Court 
to vote its 576 of Bell Resources in ac- 
cordance with the Bell Resources board 
(with one exception the same as the Bell 
Group board). This may see BHP dis- 
qualified from voting as well, leaving 
Financia TMES the decision with the re- 
2 .| maining 55% of equity. 
Someone (Maxwell if he 
can be bothered) may find 
the temptation to hit Aus- 
tralia’s most successful 
greenmailer with his own 
weapon. 

Should the bid fail, 
Holmes à Court will have 
to find another way to 
make the cash flow uphill. 
The most likely scenario 
could be liquidation of Bell 
Resources and distribution 
of the proceeds. Bell 
Group cannot raise the 
price of bidding for Bell 
Resources, just as Heytesbury cannot 
find any money to put into Bell Group. 

€ ANOTHER Perth tycoon is also 
getting funds flowing from the market 
back to his private company. Alan 
Bond's Dallhold Investments will do 
handsomely out of the rights issue by 
subsidiary North  Kalgurli Mines 
(NKM) and its subsidiary Gold Mines of 
Kalgoorlie (GMK). Out of the A$248 
million raised by the two, Dallhold will 
get A$5 million from each for under- 
writing services and A$9.3 million for 
helping GMK finance the purchase of 
another big goldminer. 

In teeing up finance, Dallhold’s 
rapidly expanding gold empire no doubt 
benefits from having on the team a 
banker who over many years put his 
money on Bond when all about were 
doubters. Shortly before he retired as 
chairman of the Hongkong and Shang- 
hai Banking Corp. at the end of 1986, 
sir Michael Sandberg became a director 
of NKM, though he has not appeared on 
the board of Dallhold itself. 
































































€ THE National Com 
urities Commission (N( 
all listed companies to pr 
on the book and ma 
listed security invest 
cember has produce 
of unrealised lo 
Ariadne’s A$536 
shareholders’ fun 


no gap because as: 
ued at market. Sor 
companies alread 
the books at ancie 
able to report gain 
managed to find a 
A$243 million. NC 
Bosch still believes 
make interesting co 
lance-sheets at mid- 

@ WITH so ma 
around, a proposal 
lation” in prospec 
documents takes so 
eral Attorney-G 
has a committee at 
form national secu 
Howe the present mes 

etween the NCS 
porate affairs cor 
Under the chairma 
rows, a director 
Baring Bros Hal 
committee is suggi 


ment, the markets are still bombarded | 
with misleading and inadequate infor- | 
mation: inflated valuations; phoney | 
“expert” opinions; burial of obligations, | 
mendacious career profiles and so on. 
Baring is, of course, one of the 
most active corporate advisers in the 
takeover and corporate restructuring 
field, so it is hardly surprising that Bur- 
rows reflects the impatience voiced 
among financiers at the delays imposed |. 
by regulatory scrutiny. It is surprising |. 
how little opposition this advice is get- | 
ting in the ruling Australian Labor Party | 
(ALP). In other times, an ALP govern- 
ment or such conservatives as Sen. 
Peter Rae (who led a far-reaching in- 
quiry after the early 1970s Poseidon 
boom) would be all for coming down 
harder on stockmarket excesses. ........ 












: An embattled Thai businessman keeps creditors at bay 


: By Paul Handley in Bangkok 
: N ine months after being voted out of 
-a Woffice, former president of Mah 
-Boonkrong Drying & Silo (MBK 
-D&S), Sirichai Bulakul, is still vexing 
creditors and shareholders of the com- 
. pany. Since December, several creditor 
bani have filed suits against the com- 
| pany and, on 2 February, a Bangkok 
court ordered MBK D&S to turn over 
all revenue to the court and froze the 
company's bank accounts. 
| Yet Sirichai, still in de facto control 
of the agribusiness and property con- 
glomerate, by mid-March had not 
turned over any money to the court. 
| Using the court order as an excuse, he 
. had halted making utility payments on 
company properties. In early March, 
the 300 tenants of MBK D&S’ massive 
MBK Centre shopping complex were 
threatened with an electricity cut- 
off because the landlord had stopped 
paying its Baht 5-6 million (US$197,500- 
237,000) monthly bill. Led by Japan- 
ese department store Tokyu, tenants 
pooled funds to provide a guarantee to 
the municipal electricity authority, win- 
ning a two-week respite. 
It was the latest chapter in what is an 
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In on the rooms 


.| AHongkong company explains an Australian hotel deal 
| By Christopher Marchand in Hongkong 


| W iiam Hunt Holdings could be- 

-W come the largest listed hotel com- 

. pany on the Hongkong stock exchange 
if plans to buy a three- and four-star 
. Australian-based hotel group go through. 
... William Hunt plans to buy Southern 
| Pacific Hotels Corp. (SPHC) from em- 
. battled Malaysian financier Khoo Teck 
| (bes for HK$3.02 billion (US$387 mil- 

ion). 

SPHC has 6,208 rooms in 39 hotels in 
five countries and franchise agreements 
- with a further 27 hotels. The group has a 
J. dominant market share in Australia, a 
Significant presence in New Zealand, 
. and hotels in Papua New Guinea, Fiji 
. and Tahiti. By contrast, New World 
Hotels and Regal Hotels — the two 
~ Hongkong-listed hotel companies with 
. the largest number of rooms under man- 

agement — have 1,850 rooms apiece. 
^ | As a privately owned company, 


< SHPC's profit figures are not public 


increasingly personalised battle be- 
tween major creditor Siam Commercial 
Bank (SCB) and Sirichai. SCB has since 
October taken major steps to block off 
Sirichai’s control of the company. 
Sirichai, who holds less than 5% of the 
MBK D&S equity, was voted off the 
board at a June 1987 shareholder meet- 
ing. But an August injunction granted 
to him prevented the new board from 
taking office. Since then, creditors 
and major shareholders, 54% of them 
foreigners, have not been able to wrest 
control from Sirichai. Meanwhile, a 
Baht 2.2 billion debt-restructuring deal 
for MBK D&S has fallen apart, and the 
company remains i eet by the Sec- 
urities Exchange of Thailand (REVIEW, 
20 Aug. '87). 

SCB and Thai Farmers Bank filed 
lawsuits for collection of loans worth 
Baht 888 million from MBK D&S at the 
end of January. Seeking payment of 
Baht 594 million, SCB had reduced 
some of the outstanding debt by auc- 
tioning off shares in MBK subsidiaries 
held as collateral in November-De- 
cember. Most of the shares, in MBK 
group trading and rice-milling sub- 





knowledge. But the pur- 
chase price equated to 
US$63,000 a room, says 
Geoff Mansfield of Mer- 
rill Lynch Capital Mar- 
kets, who is advising 
Wiliam Hunt on the 
deal. That suggests a pre- 
tax yield of 9-10% for 
William Hunt. 

Even so, the sale price 
does not appear expen- 
sive when compared with 


the US$280,000 a room "OR NE ES 


sale price of Hongkong's embattled. 
Nikko Hotel deal last 
December, or the US$360,000 a room | 
for which Alan Bond sold the Sydney 
Hilton a few months ago. SHPC’s turn- 
over is A$300 million (US$216 million). 
With so many crucial details under 
wraps, the deal has a surreal air. Will- 
iam Hunt itself has an unimpressive 
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registrar's books, h 
transfers be registered. 


Accepting the lawsuits, the court | 
. also agreed on 2 February to freeze 


MBK D&S’ accounts in several banks, 
and to force the firm to turn over all rev- 
enue to the court. The court also ban- 
ned share transfers in 10 MBK group 
subsidiaries, and forbade the further 
leasing of space in MBK Centre. 
Creditors have held back from push- 
ing the company into bankruptcy, be- 
cause MBK Centre, a “cash cow,” as 
one creditor described it, would revert 
to the control of the landowner, 
Chulalongkorn University. But Sirichai 
himself, according to close associates, 
feels the creditors just want to get the 
shopping centre into their own hands. 


pany bills since the end of January. 
Users of company grain silos have com- 
plained of loss of telephone services a 
possible electricity and water cutof 
Sirichai's own firms, which occupy some 
20% of MBK Centre and include a food 
centre taking most of the sixth floor, 
complained that they would suffer hea- 
vily if the electricity were cut off. 

A power cut also would have hurt 
SCB-controlled National Finance and 
Securities (NFS), which occupies two 
floors in the office tower section of 
MBK Centre. In reaction, SCB 
petitioned the court to appoint someone 


and China trading. The consolidated 
loss in the half vear to 30 September 
1987 was HK$26.97 million. Share- 
holders' funds stood at some HK$24 mil- 
lion, despite last year's HK$108.9 mil- 
lion rights issue. 

William Hunt's chairman and chief 


SKETCH by Morgan Chua executive Adriaan Zecha . 


has strong experience 
the deluxe hotel bu. 
ness, but not at the budget 
end. He was a 30% share- 
holder in the Regent 
hotel chain and played a 
seminal role in its expan- 
| sion. Heisa board mem- 
ber of Orient Hotels, a 
New York-listed com- 
pany, and has been in- 
volved with Beauforte 
Hotels. Says Mansfield: 


will be to move SPHC’s 
Parkroyal chain, and to 
some extent Travelodge, into the Asian 
hotel market. | 

Zecha is looking for a partner to 
come in on the venture. Once he is 
found, the debt-equity funding mix can 
be decided. Mansfield says that Zecha 
will reverse the assetsinto William Hunt 





H tine back, he has not paid com- - 


business record in Thai oil prospecting 


"Zecha's strategic focus 









as not let the share | 
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to collect revenues on behalf of the com 
pany. But the court ruled in early March 
that the request was not urgent and set a 
mid-April date for a hearing. 

- Both creditor sources and Prakaikaew 
Bulakul, Sirichai's cousin and MBK 
spokesman, say the court rulings have not 
helped clarify th tion much. The 
court itself, if i the money, can- 
nd make pay- 
richai would 
to make such 
othing forcing 
a time limit 










ments for the 
have to apply. 


board, and no president. 

_. Prakaikaew predicted that many of 
the current problems with the centre 
would be resolved in a few weeks, with- 
out giving any details. But others de- 
scribed Sirichai as playing a hopeless 
game of cat-and-mouse with S 
“both wanted to have the electricity cut 
off,” noted a creditor. Eventually, it is 
felt, Sirichai will-be forced out. But few 
would venture an opinion as to when. E 





rather than float SPHC in Australia. 

Also at issue is the question of title to 
SPHC shares. The market perception is 
that SPHC's shares were sequestered by 
the Brunetauthorities, in an effort to re- 
cover money which Khoo allegedly 
stole from the National Bank of Brunei 
when he controlled the bank. Austra- 
lian sources query whether the deal is a 

nt for Khoo to retain control of 
HC, 

But Mansfield says that Khoo is not a 
partner in the buying consortium. Will- 
iam Hunt is controlled by Zecha and 
venture-capital firm Arral & Partners, 
which together own 45%. Business as- 
sociates of Zecha own another 1296. 

Zecha, for his part, sees no reason 
why the sale should not go ahead. 
"We've got two of the top Sydney law 
firms working on the deal," he says. “I 
doubt that anyone would go through 
this exercise if they couldn't deliver at 
the end." Zecha adds that no deposit 
has been paid. Money will pass on trans- 


fer of the shares, which Zecha hopes. 


will be in about two months. 

;.. Mansfield adds: “The inflow into 
Australia of Japanese tourists alone will 
rise from 200,000 in 1987 to one million 
in five years’ time. Zecha’s logic is to get 
into hotels." 
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COMPANIES 


Quest for new energy 


Hongkong’s Li Ka-shing bids for a bigger Canadian stake _ 


. By Ashley Ford in Vancouver 


H ongkong billionaire businessman 
Li Ka-shing long ago tagged 
Canada as his favourite offshore-invest- 
ment target and he is confirming it again 
with a bid to buy control of a sizeable 
chunk of the country's energy industry. 

Husky Oil Co. of Calgary, which Li 


| already controls through his Hongkong 


companies Hutchison Whampoa and 


| Cavendish Holdings, has launched a 


| 


US$3.7 billion play for Texaco Canada 
Inc., now 78% owned by its financially 
strapped US parent, Texaco Inc. 

Li’s pursuit of Texaco Canada is 
timely — some might even say oppor- 
tunistic. Texaco Inc. has filed for pro- 
tection from bankruptcy under Chapter 
11 of the US bankruptcy code to buy 
time to reorganise its finances which 
were plunged into disarray after it 
agreed to a US$5.5 billion out-of-court 
settlement with the Houston-based 
Pennzoil Co. 

Texaco, the third-largest integrated 
oil company in the US, was found to 
have interfered illegally with Pennzoil's 
attempted takeover of Getty Oil Co. 
Texaco needs US$3 billion and it must 
sell off some of its assets if it is to sur- 


| vive. Most oil analysts believe the 


easiest solution to its problems would be 
to shed its Canadian subsidiary. 

Li's companies are considered to 
have substantial cash resources. He 
also has access to further financial back- 
ing through his partners in Husky, Nova 
Corp. and the Canadian Imperial Bank 
of Commerce, one of Canada's big-five 


| commercial banks with which Li has had 


a long relationship — he. sits on the 
bank's advisory board. 
When Li acquired majority control 


| of Husky, a medium-size Canadian oil 


company, for C$484 million (US$385 
million) last year, he signalled it was 
only his first step into the Canadian 
energy market. (Hutchison Whampoa 
and Cavendish Holdings together hold a 
43% stake in Husky, while Li's elder 
son Victor, a Canadian citizen, holds 
another 9%. Nova Corp, headed by 
Bob Blair, co-chairman of Husky, owns 
another 44%.) 

Husky is not only willing to pay 
US$2.7 billion for Texaco Canada, but 
is also prepared to pay an additional 
US$1 billion to the US-parent, rather 
than to Texaco Canada shareholders, to 
win control of the company. The "top- 
up" payment, as the industry calls it, 
could be the added inducement Texaco 
needs as it would effectively give it 
enough money to get out of the Chapter 
11 bankruptcy and pay off Pennzoil. 

Husky's offer works out at C$32-34 a 
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cessful purchase of Texa 
would gain access to Te: 
tional oil reserves, which: 
ment Husky's wealth of 
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Canada's current produc 
100,000 barrelsaday. > 


p erhaps more importantly it would 
give Li another cash cow. Texaco 
Canada has about 11% of the Canadian 
retail petroleum market and has an 
especially strong presence in eastern 
Canada, which would be a perfect fit for 
Husky's strong western Canadian chain 


of retail outlets. Husky would also gain - TN 


substantially improved refining and | 
marketing capacity. 
Li's purchase of Husky, coming as it. |. 
did when international oil prices werein |. 
a slump, has already turned out to be | 
very profitable. Final earnings figures 
for last year are expected to come in at 
around C$78 million and this year they | 
are forecast to climb to around C$94 | 
million. : 
The Texaco offer is the second major | 
lay with which Li is currently involved | 


in Canada. His flagship property-de- | 


velopment company, Cheung Kong | 
(Holdings), through its wholly owned | 


Vancouver-based Concord Pacific De- | 


velopments, is a leading contender to | 


purchase and develop the 86-ha 1986 | 


world's fair site in the heart of Van- | 
couver. LI 








Imported bananas; consumer goals on sale: concern about rising inflation. 


POLICIES 


Defusing pressure 


A South Korean anti-inflation package aimed at the US 


By Mark Clifford in Seoul 


Son Korea’s new administration is 
Eanmohne that it can capitalise on 

public concern over mounting inflation 

to soften resistance to greater imports. 

On 12 March, Deputy Prime Minis- 
ter Rha Woong Bae — in his first major 
statement since he took over as the na- 
tion's chief economic policymaker last 
month — said that the government plans 
to promote imports of consumer goods 
to dampen inflation and to force local pro- 
ducers to be more competitive. His re- 
marks came amid a chorus of mounting 
concern over rising prices, with local 
newspapers raising the spectre of “run- 
away inflation," if bold measures are not 
taken. 

Rha's proposal is designed both to 
ease rising cost pressures at home and 
defuse increased pressure from South 
Korea's trading partners, especially the 
US, for broader market access. His 
statement marked a sharp departure 
from government leaks to the press for 
much of the past six months which have 
overwhelmingly portrayed the US as in- 
sensitive to South Korea's economic dif- 
ficulties. 

Now that the presidential election is 
over and the ruling Democratic Justice 
Party is confident that it can win a 
majority in the national assembly elec- 
tions, economic policymakers are 
adopting a more aggressive approach. 

While Rha is clearly willing to take the 
lead in confronting resistance from 
domestic businesses and the general 
public to liberalising imports, he has 
powerful support, notably from Finance 
Minister Sakong Il. "We are concerned 
about inflation," says Sakong. "If we 
import, it’s a two-edged knife. The 
money supply automatically goes 
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down and the supply of goods goes up. 
Thats what we are trying to do. But 
we've run into all kinds of resistance, 
because of conventional wisdom and 
businesses . It's more difficult [to 
liberalise imports] here because of our 
chronic current-account deficit for so 
many years." 

Rha's remarks came only days after 
he announced an anti-inflationary pack- 
age aimed at cutting or stabilising con- 
sumer prices, where rises have been 
most evident. Consumer oil prices were 
cut by an average of 10.6%, electricity 
rates were pared by 3% and city gas 
charges were reduced in most parts of 
the country by 6%. Special taxes have 
kept South Korean oil prices well above 
world levels. 


G overnment officials also said that rail, 
postal, water and subway fees will 
be frozen this year. Only long-distance 
telephone rates will be excluded from 
the freeze on public-utility charges. Of- 
ficials also said that service-industry 
charge increases will be capped at 5%. 
The service industry includes restau- 
rants, hotels, beauty salons and barber 
shops. Charges at barber shops and 
beauty salons have been a target of 
press criticism since late last year. 
Special excise taxes on consumer goods 
such as cars and appliances will also be 
cut. 

The poa is contradictory, since 
much of it seems designed to increase 
consumer demand, and tocut government 
revenue. But policymakers reckon that 
economic growth is going to slow later 
this year, thanks to the more rapid won 
appreciation and higher labour costs. 
They are concerned about throttling the 
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economy with an austere anti-inflation 
package. 

The real purpose of the well-publi- 
cised measures, it seems, is to reduce ` 
flationary expectations and reassure 
public that the government is not going 
to tolerate unwarranted price rises. But 
if exports remain strong, and imports do 
not increase rapidly, there is limit to the 
effectiveness of government jawboning. 

The swelling current-account surplus 
is responsible for most of the rise in in- 
flation, which saw consumer prices go 
up at an annualised rate of more than 
13% during the first two months of the 
year. Last years current-account 
surplus was US$9.8 billion, but Sakong 
says that wage increases, faster won ap- 
preciation and import liberalisation will 
trim the current-account surplus to 
about US$7 billion this year. He expects 
the trade surplus for the year to drop to 
about USS5 billion from US$7.6 billion 
in 1987. 

To date, however, both the current- 
account surplus and the money supply 
continue to swell, presaging more price 
increases. The M2 money supply grew 
more than 19% in both January a 
February, compared with a target of 18'u. 

The Finance Ministry also plans to 
mop up excess liquidity by encouraging 
more firms to go public, easing restric- 
tions on both direct and equity invest- 
ments abroad. A fund for overseas 
equity investment, the first of its kind, is 
set to be launched around the middle of 
the year. Its initial size is expected to be 
about US$30-50 million. 

Economic policymakers face a di- 
lemma with their policies, however. Be- 
cause they are trying to cut the surplus 
with the US, they want to increase 
domestic demand. That, in turn, raises 
the possibility that demand-pull infla- 
tion will increase. The balancing act of 
reducing inflationary expectations, in- 
creasing imports, and priming the 
domestic economy to pick up the slack if 
world trade slows, will require all the 
political skill and courage policymakers 
can muster. 
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Gu applying the brakes to slow 

ww down the economy in September, 
China is heading for a soft landing. Al- 
though demand for investment, con- 
sumption and credit is still considered 
too high, Peking's tight-credit policy has 
started to pay off. 

In 1987, GNP passed the magic fig- 
ure of Rmb 1 trillion (US$268.7 billion) 
to reach Rmb 1.08 trillion, with a 14.696 

growth in industríal output (excluding 
 village-level industries) and a 4.7% rise 
in agriculture production. It was 
another fast-growing year for retail 
-sales (up 17.6% or an inflation-adjusted 
9.6%); fixed-asset investment (16.5%, 
or nearly flat when adjusted for infla- 
tion), and for savings (37.5% ). But the 
.€ost of this prosperity was rising infla- 
tion, stagnant wage increases and wor- 
< tng shortages in vital products. 
2.4 Hit by a credit squeeze, industrial 
- growth slowed to 14.6% at end- 
-1987 from 15.9% three months 
earlier. The state sector grew 
(11% while collectives and the 
private sector expanded 2596 
and 4876, respectively. In Janu- 
ary and February — when pro- 
duction usually rises rapidly 
because of Chinese New Year — 
industrial growth was 25% and 
18% , respectively. 

Although not as serious as the 
hypergrowth of 1984-85, the rapid 
growth of industry continued to 
outstrip that of infrastructure. 
Electricity generation and freight 
volume grew by 10.3% and 9.2%, 
respectively. Output of crude oil, 
cement and timber grew by 2.6%, 
9.2% and 5.2%, while output of 
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steel and rolled steel grew 8.2%. 

Gross social product in the agricul- 
tural sector (which includes both ag- 
ricultural and non-agricultural activities 
in the countryside) amounted to Rmb 
904.1 billion (12.7% up on the year). 
Non-agricultural activities, such as com- 
merce, transport and industry, over- 
took agricultural production for the first 
time, making up 50.876 of total output. 

Production of grain, cotton and oil- 
bearing crops grew by 2.8%, 18.4%, 
and 3.576 — but pork production fell 
0.970. In 1987, the retail-price index 
and workers' cost of living rose by 7.396 
and 8.8% respectively. In most large 
cities, there has been double-digit infla- 
tion. Since 1985, when price reforms 
were introduced, prices have been ris- 
ing. The latest bout of inflation, how- 


ever, is pushed mainly by the shortage | 


and irregular supply of farm goods. 


HEADING FOR A SOFT LANDING 


(China's industrial output) 


REVIEWGRAPH by Andy Tang 


Slow growth in grain production has 
affected related sectors such as livestock 
breeding. Some solutions proposed in- 
clude more investment in agriculture, - 
cash subsidies to consumers and an ef- 
fort to diversify the national diet. 

Money supply grew more 
1987, a result of a seri 
Strict administrative 
forced deposits and 
standing loans at 
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Bank proposed one-for-five bonus issue to mark 20th 
anniversary. | 
Property and investment firm, spun off from Hongkong 
Electric in July, reported first results. 

Industrial and trading group expects lower second-half 
figures due to seasonal factors. 


Company re-valued shares from Won 500 to Won 5,000. 
Sales target for 1988 is Won 1.5t. 


Loss due to falling export income, higher interest rates, 
merger with Tokyo Sanyo Electric, market losses. | 


Share-market uncertainties reduced trading opportunities. 
Results include adjustments on BHP options deal. 7 

One-for-10 bonus issue. Previous year figures adjusted 
for earlier rights, bonus issues. 


One-for-four bonus issue set for Hongkong Bank's 61 
owned unit. 
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{1)£a tonne (2) M$ a kg (3) US$ an oz (4jUS€alb (5)M$atonne (6) US¢ a 60 Ib bushel 


(7) US€ a 56 tb bushel (8) US$.a tonne | )Meakg (105$a100kg (11)USSabamrel Source: Telerate, Reuter. 











FAAA corporate ‘Government | |... Source: Telerate. 
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MALAYSIA 


US$7.76b 
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US$5.60b 


+ US$0.79bi4) 
(Oct.-Dec.) 
+US$0.57b 
+US$0.45b 


US$4.24b(4) 
49.3 
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US$16.20b 
(Oct.) 
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-US$1.24b 
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-US$0.71b 

-US$3.0b 


US5$13.41b 
+35,8 
440.4 


US$14.65b 
+38.4 
16.7 


107. 96 
(Sept.-Dec.) 
-0.1 
«42.0 


Rimb 775.48b 
(Sept) 
+7.5(11) 
+31.2 


PHILIPPINES 


USS$0.97b 
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US$1.73b 


-US$0.23hb 
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-US$0.21b 
+US$0.04b 


US$1.54b 
«4.1 
-21.3 


US$1.77b 
+4.7 
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+US$0.15b 
(Nov.-Jan.) 
+ US$0.63b 
+US$0.53b 


US$13.77b 
+29 
+32.3 


US$13.62b 
+6.9 
+ 37.9 


Nov. um ) 
+44 
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HKS325.63b 
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+29.2 
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USS5.94b 
(Sept.) 
US$6.12b 


US$1.52b 
(Sept.-Nov.) 
-US$1.22b 
- US$1.62b 


US$2.94b 
"S 9.2 
+33.8 


Rs 1.59t(10) 
(Jan.) 
1.9 
4 17.3 


12.2 
7-9 


US$3.58b 
(Dec.) 
US$3.32b 


- US$2.55b(6) 
(Oct.-Dec.) 
* US$1.68b 
+US$2.03b 


US$13.B0bi6) 
11.6 
+37.5 


US$11.25b{6) 
-5.3 
+40.5 
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41.5 
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US$4.59b 


[66 
uly-Sept. 
+ USSO 98b 
+US$0.73b 
Use Do 
244. $ 


uses. oo 
Es P 


| Apr. 77-Mar.78= 100 
298.28 


US$76.7b 
iBec.} 
US$46.3b 


+US$3.28b 
(Dec.-Feb.) 
4US$5.08b 
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US$10.47b 
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+56.0 


1981 - 100 
106.22 
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-0.1. 
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NT$4.17t 
(Dec. 
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+26.0 
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3.5-4.5 
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US$42.26b 
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l . cents (9 US cents) up at M$3.06 while 
- | Timuran Holdings finished 18 M cents 






Taking a little time out 





REGIONAL markets paused in their recent climb to end mixed for the period to 14 March. New Zealand led the 


pack, up more than 5% despite disappointing resu 
NEW ZEALAND: The market swept MET 


past the 1,900-mark for the first time 
since late January on strong volume, 
artly because of buying by Kingsgate 
nternational of its subsidiary Hotel- 
corp. Brierley Investments reported a 
4576 decline in first-half profits to 
NZ$75m (US$50.3m), but it still ended 
the period 5 NZ cents higher at 

NZ$1.35. x 





AUSTRALIA: A strengthening local 
dollar and strong first-half profits for 
key stocks brought in foreign institu- 
tions. The Australian All-Ordinaries 
Index rose to its highest post-crash 
level, closing at 36.5 points up at 
1,360.9. Volume was reduced by a one- 
day holiday in Melbourne, giving à 
total for the period of 622.2m shares 
worth A$822.6m (US$602.6m). 


HONGKONG: The market ended 


lower on profit-taking, after having | 
reached its highest volume and index | 
levels since October. Rumours of a | 
possible takeover of Wharf Holdings | 
surfaced. Properties lost ground after | 
disappointing results from Sun Hung | 
Kai Properties. Value for the period | 
was HK$7.32b (US$938.5m), with the | 
index up 114.28 points to 2,584.68. | 


TOKYO: The rise in share values fal- 
tered after nine weeks. A weaker US 
dollar and higher Japanese Govern- 
ment bond yields helped push the Nik- 
kei Index down more than 180 points in 
the final two days of the period. Some 
1.3b shares changed hands each day 
on average at a value of ¥1.1tr 
(US$8.6b). Japan Air Lines dropped 
Y 900 to Y 15,000. 


SINGAPORE: Volume was sharply up 
at an average of 29.8m shares a day, 
valued at S$53.5m (US$26.6m), as in- 
stitutions returned to the market on the 
strength of better corporate results. 
DBS rose by 40 S cents in anticipation 
of a bonus issue while shipping stock 
NOL put on 24 S cents to S$1.40 in 
heavy trading on market rumours of 
higher profits to be announced. 


KUALA LUMPUR: Good interim re- 
sults from Sime Darby failed to lift the 
market, though blue chips managed to 
gain in light trading. An uncertain poli- 
. tical climate was blamed together with 

anxiety over rubber. Sime closed 23 M 


| up at M$2.90. Daily volume averaged 
|. 7.9m shares valued at M$15.2m. 




















up 33.3%. Among gainers in the min- 


Its from its largest listed company, Brierley Investments. 


MANILA: Improved copper prices [7 
abroad perked up mining issues at the | 
end of the period. Investors continued | 
to flee from oils. Average turnover | 
amounted to P46.24m (US$2.2m) a | 
day, down 11.6%, on 795.5im shares. 


ing board, Atlas-B rose 6.7% to 
P23.75, Lepanto-B moved up 8.7% to | 
P0.50. 





BANGKOK: Rumours of capital in- 
creases and dividend-chasing drove the 
market for the first three days of the 
period. The three Charoen Pokhpand 
Group listings jumped on reports of a 
CP Feedmill rights issue. Thai Textile 
Industry and CP Feedmill rose 35%- 
and 33%, respectively. Profit taking 
filled out the period, and the SET 
index closed only 0.93 of a point up. 












TAIPEI: Prices vacillated in uneasy 
bearish trade as a lack of fresh news 
kept activity to a minimum. News that 
the four domestic closed-end funds 
have reached sales goals sparked short- 
lived ralhes. Volume was low, at 
NT$12.89b (US$450m). Taiwan Ce- 
ment dropped from NT$80 to NT$74. 
Far Eastern Textile fell from NT$73 to 
NT$69. 


SEOUL: The market dropped slightly 
on continuing sluggish volume. Sec- 
urities companies' shares dro (i 4% 
while machinery stocks were off 3.5%. 
Construction gained 2.7% and short- 
term finance companies were up 1.8%. 
Kukje ICC lost 21.8% and Dong Suh 
Securities fell 3.7%. Volume eased to 
5.9m shares a day, while daily turnover 
dipped to Won 93.4b (US$122.9m). 





BOMBAY: Share prices rose smartly 
with the lifting of forward-trading 
bans, but eased on profit-taking in the 
final trading session. Turnover was 
brisk, and the BSE Index gained 18.82 
points to 419.97. Century Textiles rose 
from Rs 735 (US$56.50) to Rs 770, and 
Century Enka gained Rs 80 to end at 
Rs 1,505, while Eskavef shed Rs 17.50 
to close at Rs 170. 





NEW YORK: The market ended the 
period with its slowest trading dav of 
the year, after having hit a post-Oc 
tober high. Caution over US economic 
statistics due later in the week was evi- 
dent, as was worry over the upcoming - 
“triple witching hour," when March- 
contracts on several index and options | 
futures expire simultaneously. A total - 
of 997.73m shares were traded. 
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| THE 
| DIPLOMAT HOTEL 
| 2CHESHAMSTREET 
BELGRAVIA 
LONDON SW1X 8 DT 
TEL: 01-235 1544 
TELEX: 941 3498 EXECUT C 
FAX: 259-6153 | 
Single: £42.50 4- VAT 
Double/Twin: £58.50 + VAT 
All rooms with private facilities, col 
our television, direct dial telephone 
| hairdryers, coffee and tea makers 
j| Substantial breakfast served ii 





YOUR FUTURE 
-ADVANCED TRAINING IN THE EUROPEAN ECONOMIC COMMUNITY 
WILL ASSIST YOU «cnn ASK FOR INFORMATION ABOUT 


THE MANAGEMENT, INFORMATICS, ENGINEERING PROGRAMS 


Delegation of the Commission of the European Communities 
Thai Military Bank Building, 9th and 10th floors 34, Phyathai Road - Bangkok: Thailand | 
Phone: 2 46-00 22 : Telex: 086-2764 comeubk th 










| 3 yrs. exp., v. good English d 
| German seeks employment o 
project work inSE Asia. Possi 
bly your later European repre 
| sentative. Write to J. WIS 
NIEWSKI, PF 86 0828, 800 
Munich 86, WEST GERMANY 






Maximise Effectiveness... 
Maximise Cost 
in the Classifieds! 
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COPYRIGHT REPRINTS | 
The combined efforts of the Far Eastern Economic Review's large ona 
highly skilled editorial team have made it the premier source of infor 
tion for those who do business, or have an interest, in or with Asia. 

| Asatestimony to the publication's editorial quality, many Review articles 
have, over the years, been reprinted in newspapers, magazines, educa- 
tional textbooks, newsletters ete throughout the world. | 
Should you as an editor, publisher or on behalf of an organisation, educa- 
tional establishment etc wish to enquire about our reprint and copyright 

| charges, please address your correspondence to: 

Sei utet a | Managing Director 

Review Publishing Company Limited 

: : GPO Box 160, Hong Kong te, 

Commercial Properties Tel: 5-293123 Fax: 5-8656197 Telex: 82804 REVMD HX 

Raleigh, North Carolina, USA We welcome enquiries from all interested parties and assure you of our 

| prompt, individual attention. 
High Growth, lins teins FM e UD 
Research Triangle Properties 
1816 Oberlin Road, Raleigh, NC 27608 USA « (919) 782-3455 





Move £ ondon Property from Hong Kong 
Hampton & Sons, the leading UK Estate Agents can assist you to buy, sell, let, 
manage and arrange finance for your UK house or flat. 


Call Annoushka Ducas on 5-254418 or telex 61851 FPDHK HX 


| [ARST PACIFIC DAVIES HAMPTONS 


d£ : | M ret g Y E S 
May i j 2d flocs Two Exchange Square, Hong Kong. 5 Arlington Street, London SWIA IRR elen 25341 









O'Mara Realty 




























| DO NOT BUY GOLD — 

_| BUY U.S. REAL ESTATE 
| Contact: Joseph Klauzar 

WESTGOLD REALTORS, INC. 

| 3974 Jurupa Ave., Suite 101, 

Riverside, California 92504, | 

. | U.S.A. Phone: (714) 781-8778 | 


This space is reserved for 
| Classified Advertisements | 
Reservations should be addressed to: 


International Classified Manager 
Far Eastern Economic Review 
15th Floor. 80 Gloucester Road 
GPO Box 160, Hongkong | 
Tet: 5-293123 Telex: 62497 REVAD HX 
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APPOINTMENTS 


ALORS MNT SERERE 







seek -i « xdi for business expansion. 
Arizona based | Me 
e nutritional supplements 
nail care products 
ith, La Vraie labels and Animal 
industry leaders in expanding US and 








Human prodi ts; 
products: Winners € 
, Overseas markets. 

m Business. ‘plan ‘available upon request from qualified investors. 
PURCHASERS & DISTRIBUTORS SOUGHT 


us .HONEYBEE PRODUCTS 
High. Sonoran Desert produces cleanest, most pollution-free honeybee 
nroduc 







hase asers s and distributors sought for: 
" Honeybee Venom 
Honeybee Larva 
A Honeybee. Honey 
luman & Animal Dietary & Nutritional Products with: 
Honeybee Pollen 
: Honeybee Propolis 
: Aloe Vera 
A man & Animal Aloe Vera Skin, Hair & Nail Care Products 
Sue Information and brochures available upon request. 
Contact: Shanwick International Corporation 
7898 East Acoma Dr., Suite 110 
Scottsdale, AZ 85260, USA 
dies. idus 1734 Teletax: (602) 483-2168 Tix: 4725030 SWIARIZ 


ARIZONA REAL ESTATE 


» Excellent investment opportunity in undeveloped land in growth path of 
"Phoenix Metropolitan, Area. Land use plan with mixed residential & 
ea. uses. 


Expe enced and reputable developer. 
“information 

















rochures available upon request. 
wick Capital Group 
! Duft Suite 110 


"PAYMENT in 
EACH CURRENCY 


' We can assist you to buy, sell 


and manage WELLS/USA, 5477 Glen Lakes 
: INTERNATIONAL SHARES Drive/Suite 250, Dallas, Texas | 
INTERNATIONAL BONDS | 75231 — USA 
NTERNATIONAL PROPERTY 
LIFE ASSURANCE If you have something 
SECURE DIAMOND INVESTM. to say... sayit 
in the Classifieds! 


Zali EUROPE: AUSTRIA-662-849624, 3-6 p.m. 


 MAXIMISE EFFECTIVENESS ... 
: . . . MINIMISE COST 
: For successful, cost effective marketing of business services; oppor- 
: tunities; personal investments; property; recruitment; education; 
; exhibitions; conferences; and in fact anything of a specific nature 
.. contact us now. 
^ An advertisement in this section reaches over 200,000 affluent and 
... influential readers. 
xd International Classified Manager 
Far Eastern Economic Review 
GPO Box 160, Hongkong 
Tel: 5-293123 
Telex: 62497 REVAD HX 
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| As our Associate/Representa- | 


tive. Write Dept. 084, GAS | 
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‘Eastern Economi 


a 


is looking for an 


Assistant Editor — E 


Applicants should have broad inter: 
in social and cultural affairs, e» 
ence in writing and editing, ability to 
generate story ideas and develo CO 
tacts with contributors. Fluen 


















Fax: 5-89327¢ 


Hundreds of top paying positions avail- Classified Advertisements 
abie now, Tax-free incomes. Many attrac- | 
tive benefits. Opportunities foralloccupa. | | Reservations should be addressed to: | 


tions, skilled trades, professionals, man- International Classified Manager 





agement, technical personnel etc. Far Eastern Economic Review 
Free details. 15th Floor, 80 Gloucester Road 
Overseas Employment Services, Dept GPO Box 160, Hongkong 


FE, PO Box 460, Town of Mount Royal, Tek 5-293123 Telex 62497 REVAD HX .] 
Quebec, Canada H3P 3C7. 
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_ PUBLICATION 


maparaan aani Hd) ribet hag Naana ya inane marae XA ER REESE RR E EE 


The Review Publishing Company Limited is now publishing a quarterly index 
which details by country and date everything that has appeared in the Review. 
The index is available on a quarterly basis. Subscribe now and each quarterly 
index will be sent to you automatically as soon as it becomes available. A vital 
research tool, the Review index will save hours of needless searching for infor- 
mation. ORDER YOURS TODAY! Only HK$290 (US$37.50) for 4 quarterly 
issues. Just complete the coupon below and send with your payment. 
The Circulation Department, 
Far Eastern Economic Review, 
GPO Box 160, Hongkong. 


Please send my order for the Far Eastern Economic Review QUARTERLY 
INDEX. | enclose HK$290 (US$37.50) (or its equivalent in local currency) in 
payment. (Please print in block letters) 


Name osse mera LEAL LL A De DA AUS D C ME LEE 
Address 
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t first sight, Ban Vinai appears to be 

a rather pleasantly situated and 
rosperous tribal village, its wood and 
ante i 
not far from the Mekong River in one of 
the most attractive areas of northeast 
Thailand. Outside the huts, women are 
diligently sewing exquisite pieces of 
appliqué work. Many wear a colourful 
tribal costume. With children playing in 
the dusty paths, the place could almost 
pass as picturesque. 

But walk a bit further and you soon 
notice the tell-tale signs: low buildings 
housing classrooms; a rough patch of 
ground with a couple of ragged soccer 
nets, and crude posters showing how to 
use a toilet. 

Ban Vinai is the largest refugee camp 
in Thailand that has assistance from the 
UN High Commissioner for Refugees 
(UNHCR). The only remaining holding 
centre for hilltribe refugees in the coun- 
try, it houses more than 42,000 Lao (the 


900 huts tucked amid green hills | 











E 





Ban Vinai market; people 


| 


| 











gathered around family planning poster: depressing reality. 


a foreign agency worker. "And it's get- 


| ting worse and worse. The problem is 


that every day, more and more illegal 
refugees arrive. No one knows how 
many there are now. They share their 
relatives’ food rations. They drain the 
resources of the hospital. Officially, 
they don't exist here. They have no 
chance of resettlement.” 

Any Lao refugee who arrived after 
1983 and who has avoided the screening 
process established by the Thai Govern- 
ment to establish their refugee claim, 
falls into this illegal, “undocumented 
alien” category. Refugee officials and 
relief workers suggest that there could 
be as many as 6,000 of these illegals at 
Ban Vinai. One worker at the camp put 
the figure twice as high. 

What is certain is that they pose a 
major problem. Conditions at the camp 
— which covers an area of less than one 
square mile over hilly terrain — are be- 
coming more and more crowded and 








vast majority being Hmong hilltribe 
people). 

More than 80,000 hilltribe refugees 
have been resettled from Thailand since 
1975 (Ban Vinai opened in 1976). The 
worldwide trend of “compassion 
fatigue” has, of course, seen resettle- 
ment figures for all of Thailand’s ref- 
ugees slump sharply since 1983. But this 
year, the hilltribe Lao have been the 
ones to benefit most from a dramatic in- 
crease in the number of Thailand's ref- 
ugees accepted for resettlement by the 

S (the main resettlement country). 

In the month of September alone, 
the US broke a six-year UNHCR record 
for any given month by taking out some 
7,000 refugees — most of them hilltribe 
Lao. Indeed, nearly twice as many hill- 
tribe Lao than last year's number of 
4,349 have already left for the US, and 
another 4,000-5,000 are expected to 
leave by the end of September next year. 

The figures sound encouraging. The 
reality at Ban Vinai is depressing. 

"The situation here is terrible.” said 
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unhygienic. There was a recent cholera 
outbreak at the camp, and the Dutch 
medical staff from the Catholic ZOA 
agency who run the camp's only hospital 
are growing increasingly concerned: 40- 
60% of the patients in their wards are il- 
legals. According to the doctors, the il- 
legal refugees are generally much sicker 
than the "official" refugees. Outbreaks 
of malaria, measles or cholera could be 
increasing risks with such a population 
living on the fringes of the camp. 


nlike most refugee camps in Thai- 

land, Ban Vinai has no perimeter 
fencing (with the hilly surroundings such 
security would be extremely difficult to 
provide). Illegals therefore continue to 
flood into the camp. in addition to some 
2,000 officially accepted refugees a 
year. Once there, they have to stay — 
no refugee is allowed out of the camp. 

Accentuating the problem of the il- 
legals is the alarmingly high birth rate at 
Ban Vinai: at least 250 new refugees are 
born a month. Take this and the illegals 
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themselves into account and suddenly, 
those resettlement figures do not look 
so great after all. 

Ironically, however, the Lao them- 
selves are in no great rush to get out of 
Ban Vinai, an attitude that is causing no 
end of headaches to all concerned. 

"At the moment, we're only just 
managing to meet our quotas,” said a 
member of the US’ Joint Voluntary 
Agency (JVA), which screens refugees 
for resettlement. "I've got cases on my 
books where they've said they'll m: 








go in 1989 or 1990 or just 'next time, 
next time.' They get pressure from their 
elders who don't want to make the m ~~- 
or they've heard reports from relat 


| that life isn't so easy abroad. Here, lire s 








good for them — no war, free food and 
housing. They want to stay as long as 
possible." 
In the camp's UNHCR office, a 
E poster advertising repatriation 
rightly.proclaims, “Welcome to Laos!" 
Few take up the offer. But time is run- 
ning out on the alternatives. "Our pro- 
gramme is winding down," warned the 


| JVA official. “The refugees here have 


got to realise they can't delay: it’s now 
or never." 

For most of them, inevitably, it is 
likely to be never. Local integration is 
not an alternative Thailand offers. Nor 
is eternal camp life. But what happens 
to the refugees at Ban Vinai who miss 
resettlement chances, and, more ur- 
gently, to the growing ranks of illegals is 
an issue no one is yet prepared to face. 

— Julia Wilkinson 
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The Networked Desk. 
Now every member of 
the team Can tie into the 
computing power of 

@ the whole organization. 


Digital's Networked Desk ties you into your workgr up and 
into the computing resources and power of your whole organiza- 
tion. So, instead of working alone, you can work together more 
productively. It starts with a full range of compatible products at 
the desk—terminals and printers and storage devices, engineering 
and scientific workstations, personal computers and multi-user 
super micros, But it goes much further. You can gain access to all 
the compute power and resources of the wi rkgroup transparently 
with our Local Area VAXcluster™ software. Using our VAXmate™ 
personal computers, you can run industry-standard PC software 
on the network. And with our local and wide-area networking 
capabilities, you can link to anyone, anywhere, on any system. 

Digital's Networked Desk. Why work in isolation any more? 
Call your local Digital sales office. Or write: " 
Digital Equipment Corporation, djilg/i|t|a| 
38 Gloucester Road, Hong Kong. 





ial Equipment Corporation 1987. The Digital logo. VAXcluster and VAXmate are trademarks of Digital Equipment Corporation 
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DIDO O CONOR Soubarto's New Team 
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Order in Court 


ECONOMIC RELATIONS: 
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andards of personal service for 
hich Shangri-La hotels are famous. 
m your next visit to Thailand, where 
se but the Shangri-La Bangkok. 
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Ideological muddle 


While applauding Nihal Jayawick- 
rama's admiration of the International 
Covenant on Civil and Political Rights 
(ICCPR) [THE 5TH COLUMN, 18 Feb.], 
his defence is, arguably, counter-pro- 
ductive. 

By his figures, only about a half the 
states of the world ratified it and only 
about a third *have adopted, in one form 
or another, the text of the covenant and 
incorporated it in their domestic laws." 
That hardly makes the ICCPR universal 
and much of that has to do with the 

hilosophic and ideological muddle of 
its supporters — and the ICCPR. 

Jayawickrama argued that "human 
rights are different from other rights in 
at least two respects: they are inherent 
and inalienable” nog rion mine). This 

otally untenable; human-right advo- 

2s, myself included, must first admit 
that the concept of human rights and its 
nature are ideological, a human intel- 
lectual invention. In what way are they 
“inherent”? Until geneticists locate 
their genes, such arguments merely 
weaken the case. 

Perhaps gy Ce should look 
closer home. Since we are both in the 
same trade, he may like to direct his 
considerable talent at his own universit 
(the University of Hongkong). Its staff 
association is, arguably, one of the most 
restricted and ineffectual in the English- 
speaking university world, rivalling that 
of Singapore and Malaysia. 

Any effort by Jayawickrama and his 
fellow human-rights advocates to libe- 
rate his university and society from their 
ideological strait-jacket will be strongly 
supported by fellow advocates abroad. 
Kensington, Australia Adrian Chan 


""accine sources 


1 disagree with several points in Bob 
Johnstone's article [REVIEW, 25 Feb.] 
on Taiwan's hepatitis B immunisa- 
tion programme, in particular his ac- 
count of the vaccine made by Lifeguard, 
a Taiwan biotech firm. 

According to Johnstone, Dr Tien 
Weichen, of the National Science Coun- 
cil, said the vaccine is now undergoing 

re-clinical trials and should be ready 
or use in about two years. But, during 
interviews with Lifeguard officials, I 
was told that the vaccine went on the 
market on 1 July 1987. 

Later, Johnstone seems to imply that 
the vaccine used in Taiwan is made from 
the blood plasma of American 
homosexuals infected with the hepatitis 
B virus and possibly with the AIDS 
virus as well. In contrast, I was told that 
Lifeguard's vaccine is made from 
plasma collected from Chinese volun- 
teers in Taipei, Taichung and 
Kaohsiung. It would hardly be neces- 
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sary to import infected plasma with 3 
million carriers of the hepatitis B virus 
already on the island. 
Taipei 


Glenn Smith 


e Bob Johnstone replies: The vaccine 
now undergoing clinical trials is the 
genetically engineered one, not the 
plasma-based one. Lifeguard makes 
both types. 

As a sentence which was edited out of 
my original article — “imports [of 
plasma] were to have ended in Sep- 
tember last year, but a mistake in testing 
has caused this plan's postponement 
until next month [February]" — would 
have made clear, up until last month, im- 
ported plasma-based vaccines were used 
in Taiwan, some of them, Taiwanese 
health officials told me, made om the 
blood of American homosexuals. 


Who owns what? 


In reference to Umno's who owns 
what [REVIEW, 10 Mar.], the Bank 
of Commerce is a public listed com- 
pany and as such your reporter 
should know that by regulation 10076 
ownership cannot remain in the hands 
of the two shareholders: “Fleet Group 
Sdn Bhd [80%] and The New Straits 
Times Press [Malaysia] Berhad [20% ]" 
as depicted in the chart accompanying 
your report. 

Sistem Televisyen Malaysia Bhd 
(STMB) has issued a prospectus dated 
12 February 1988 in relation to a public 
issue of 6,618,000 new ordinary shares. 
From the list of shareholders disclosed 
in the prospectus it should be obvious to 
anyone that Fleet Dee ov not have 
any direct interest in STMB. 

As for your report alleging my re- 
fusal to discuss Umno’s assets on the 
grounds that “Fleet had nothing to do 
with Umno,” I would like to put the re- 
cord straight. I relayed through my 
secretary to your reporter that I was not 
the right person to discuss or comment 
on Umno's assets and if it was on the 
shareholding of Fleet Group the infor- 
mation could be obtained from the Re- 
gistrar of Companies. 

Datuk Mohd Desa Bin Pachi 
Kuala Lumpur Chairman, Fleet Group 
e Nick Seaward replies: The informa- 
tion regarding Bank of Commerce's 
shareholders was taken from the hand- 
book of the Kuala Lumpur Stock Ex- 
change (KLSE). Since the listing of the 
shares on the KLSE late last year, Fleet's 
shareholding in Bank of Commerce ad- 
mittedly has been diluted to 59% and that 
of the New Straits Times Press to 16%, 
but the net effect is still the same. 

With regards to STMB, I would have 
thought it quite obvious that the chart 
is schematic and avoids the myriad 
nominee companies through which 


—— ŘS 





WOULDN'T IT 
BE WISE TO 
PUT A LITTLE 
MONEY 
SOMEWHERE 








You can now open a Foreign 
Currency Account with Midland 
Bank in London, in any major 
currency. 

As one of the worlds leading 
international banking groups we 
offer you unrivalled security and, of 
course, discretion. 

And, as a non-resident, interest 
earned on deposit is free from UK 
income tax. 

To find out more about how we 
can help you, please complete the 
coupon below. 




















Marketirig Dept, Midland Bank plc, 
International Division, 24 Martin Lane, 
London EC4R OAH United Kingdom. 


Name 
Address 






FE 10 


o**2*. 
W: Midiand Bank pic 
Pod 






THE PRECISE PASSAGE OF TIME IS MEASURED IN 
THE STRENGTH OF SAPPHIRE AND STEEL BY DUNHILL. 


, A 





b A i > 


{Soe ( J A 


Everything that carries the Dunhill name has to be the best of its kind. It has to have a 
lasting beauty and be both useful and dependable. To this end the skills of the finest craftsmen are 
used to work the most precious metals or supple leathers. Dunhill has become a hallmark not 
just of inherent British values but of quality the world over. 





The Dunhill Watch. The sapphire glass is second only to diamond in hardness and 
the meticulous enamelling ensures the clarity of the classic face. It has a Swiss movement for supreme 
accuracy and the case of satin steel ensures that the watch is not onh elegant but extremely durable 
In short, this watch will continue to give a precise measure of the passage of time. 


Je 













shareholdings in Malaysia are nor- 
mally structured. The STMB prospectus 
merelv states who the direct shareholders 
are, making it far from clear who con- 
trols the minority shareholders. : 
Finally, Desa Pachi is being rather 
selective in his recollection of his mes- 
sage passed to me through his secretary. 
The reason why Desa Pachi felt he was 
not the right person to discuss Umno’s 
assets was — according to his secretary — 
because "Fleet had nothing to do with 
Umno." It would be interesting, in this 
regard, if Desa Pachi would be willing to 
confirm or deny once and for all whether 
Fleet is an Umno-controlled company. 


In the article Umno’s who owns what, 
it was wrongly portrayed that Malaysian 
| General Investment Corp. (MGIC) is 
owned by Umno Pahang. 

Our records show that 7296 of the 
| company's shares are owned by 


Yayasan Pahang and the balance by the | 


eral public. For your information, 
| ‘rasan Pahang is a foundation estab- 

usned under enactment of the Pahang 
State Government. As such there is no 
| px connection between Yayasan 


ahang and Umno Pahang. 
Amaladdin Abdul Latiff 
Kuala Lumpur MGIC Secretary 


€ Nick Seaward replies: I am aware of 
MGIC's list of shareholders and of the 
nature of Yayasan Pahang. As I stated in 
my story, there is nothing to link Umno 
formally with any of the listed companies 
under its control. I would be most sur- 
prised if MGIC proved to be in any way 
different. 


Dubious motives 


The Pakistan Government must be con- 

gratulated for its firm rejection of In- 

dian attempts to "fish in the troubled 

waters" of Afghanistan in continuation 

of similar activities in other countries of 
e region. 

Smaller countries in the region have 
not been able to stem the apparently un- 
ending tide of overt and covert opera- 
tions being carried out by India as a pre- 
. lude to direct involvement in the inter- 
nal affairs of such countries in the guise 
of a "regional policeman." 

If India was concerned about the 
= situation in Afghanistan it could have 
| prevailed upon the Soviet Union, 
through the readily available channels, 
to be more sensitive to Afghan, regional 
and international sentiments on the 
issue. 

. In the light of recent collaboration 
. between Washington and New Delhi on 
Strategic issues in the Subcontinent, 
India could also have prevailed upon 
the US Government to stop adding fuel 
to the fire, which has no doubt helped 
prolong the conflict. 

H, on the other hand, India's con- 
cern has been the effects of the Af- 
| ghan problem on the Subcontinent 
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in general, such matters could and 
should have been raised through the 
South Asian Association for Regional 
Cooperation (Saarc), one of the pri- 
mary objects of which has been to take 
up such issues of common interest. 
Accordingly, any attempt by India to 
get involved in the Afghan issue other 
than within the framework of Saarc 
must be resisted. Let us hope that the 
other member countries have the cour- 
age to call India to order on this count 
through Saarc channels. 
Hongkong Bernard Wijedoru 


Conclusive evidence 


Michael Haas [THE 5TH COLUMN, 10 
Mar.] quoted me as saying that the 
Marxist conspiracy exposed by the Sin- 
gapore Government in 1987 was "un- 
proven." 


This is dp pie false. I never said | 


or wrote anything which contradicted 
the government position on the issue. 
My view on this issue has been clear and 
consistent: the government has conclu- 
sive evidence that Vincent Cheng and 
the other detainees were involved in a 
Marxist conspiracy to undermine the 
stability of Singapore with the ultimate 
objective of overthrowing the legitimate 
government. 

In June 1987, during a lecture given 


| to members of the New Zealand Insti- 
| tute of International Affairs in Wel- 


lington, I spoke on this issue and in par- 


| ticular maintained my view. A group of 
| demonstrators sympathetic to the de- 
| tainees confronted me at the end of the 


lecture. 

I never met or spoke to Haas during 
his brief stay in Singapore. I would like 
to know what is his source of informa- 
tion for quoting me. It is likely that he 


| has mistaken me for someone else and he 
| should make the necessary correction. 


Lau Teik Soon 
Singapore MP Serangoon Gardens 
€ Michael Haas replies: Lau Teik 
Soon's statement (Straits Times 30 July 
1987) that he awaited evidence from 
Chiam See Tong that the original de- 
trainees were not Marxists was interpreted 
as a conscientious indication that he was 
open to more information in determinin 
the validity of disputed charges, which 
appeared unproven one way or the 
other. 


Chin Fook Leong, a spokesman for the 
government of Singapore, had some 
very harsh words for Asia Watch's criti- 
cism of his government's detention of 
several young people in Singapore in 
May and June of 1987. As a member of 
the steering committee of the Congres- 
sional Friends of Human Rights 
Monitors, I feel obliged to take issue 
with some of the notions he expressed. 
He suggested that Asia Watch makes its 
judgments on human rights based on 
" American standards." My experience 


with Asia" 


| and other detainees 


| 


H 





| 




















sia Watch, shared by 
bers of the US Congress, shows it to 
impartial organisation with a comm 
ment to uphold internationally recog- 
nised standards of human rights, as de- 
fined in internationally accepted instr 
ments such as the Universal Declaration 
of Human Rights. Such documents, 
which I am proud to say do indeed re- 
flect “American standards,” also rey 
sent broad agreement among natio 
regarding the fundamental rights of all 
people, regardless of nationality. 

hin attempted to dismiss Asia 
Watch statements on the mistreatment 
of prisoners by arguing that ^no de- 
tainees have complained of or sought 
legal redress for torture or coercion." 
However, a number of highly respected 
organisations are convinced that de- 
tainees were subjec o slaps to the 
face and body, prolo eep depriva- 
tion, threats again: " members 
es, and other forms of 
mistreatment. In addition, credible re- 
ports indicate that detainees were |. 
threatened against speaking out about | 
the detentions after their release. With |- 
these facts in mind, it is hardly surpris- |. 
ing that none of the detainees has 
brought legal action against the Singa- 
pore authorities. 

Chin also condemns Asia Watch for 
publicising its opposition to the deten- 
tions before visiting Singapore. I dis- 
agree with any implication that a 
human-rights organisation should re- 
frain from public comment until it has set 
foot in a country. If Asia Watch, or any 
other responsible group, has credible 
information about human-rights viola- 
tions, it has an obligation to publicise 
them as promptly as possible. 

The six remaining detainees have 
been adopted as “prisoners of con- 
science" by Amnesty International. 1 
believe that the concerns voiced by 
these highly respected human-rights or- 
ganisations merit a considered response 
from the government of Singapore. 

Tony P. Hail 
Member of Congress 


Mature readership 

Recent issues of the REVIEW have re- 
cently been quoted in the local opposition 
media as representing "Western opin- 
ion" on Taiwan affairs. 

What is startling about this is that the 
Kuomintang government has become in- 
creasingly tolerant of opposing views and 
has gone so far so to drop the long-term 
practice of blacking out the "five star" in- 
signia of mainland China that often ap- |. 
pears in foreign magazines. Open discus- |. 
sion of sensitive political issues that have 
been taboo for the 40years is now allowed. - 

I hope other Asian governments 
show similar confidence in the judgment 
and maturity of their people and allow 
them the opportunity of reading the 
REVIEW. 
Taipei 
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or more than a half-century, American 
. Express Bank and its subsidiaries have been 
helping international clients protect and build 
their assets in Switzerland. The experts at Amer- 
ican Express Bank (Switzerland) AG combine 
proven asset management techniques with 
traditional Swiss prudence and discretion. 


Personal attention 


As step one, our investment counselors will 
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Our money managers then monitor your port- 
folio on a full-time basis, alert to any economic 
developments that may affect your investments. 
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to handle investment decisions and administrative 
details on your behalf. This is a practical, con- 
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venient arrangement, particularly if you reside 
outside of Switzerland. 
Global outlook 

While our approach is Swiss, our outlook is 
global. Our network of 103 offices in 42 coun- 
tries — one of the world's largest — gives us 
worldwide presence and access to timely infor- 
mation. | 

If asset management, Swiss-style, makes 
sense to you, contact your nearest American 
Express Bank office for more information. In 
Hong Kong, telephone 5-844-0688; in Singa- 
pore, 220-2311. 


American Express Bank Lid. is a wholly-owned 
substdiary of American Express Company, which has 
assets of more than USS117 billion and shareholders’ 
equity in excess of USS5.7 billion. 
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` zone. 


Chinese Communist Party General 


Indonesia's Suharto names a new 


.. the need for change. what to do about global surpluses and 
| Page 1 5 deficits. 
~The Malaysian executive proposes | Page 49 


















| w- she renewal of a minor agreement on scientific exchange 

4 has boiled up to become a new source of tension be- 
ween the US and Japan. Politicians in Washington claim 
visiting Japanese researchers are taking advantage of 
ien atmosphere in US universities to gain data that 
Japanese companies. Like proponents of trade pro- 
1ism, these ‘techno-nationalists’ want US scientific 
ch protected unless Japan allows reciprocal access. 
«yo counters that few US scientists are interested in 
working i in Japanese laboratories. Technology correspon- 
dent Bob Johnstone reports from Tokyo. 


Page 58. Cover photograph by HORIZON/Paul Chave. 
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Officials from the Paris-based OECD 





cabinet which reflects his need to 


-intain stability while acknowledg- | forum to talk to East Asian NICs on 





The military-backed government of 


i 
constitutional amendments to rein- | 
Fiji is trying to attract foreign manu- 

| 
| 


force its position over the judiciary. 


Page 22 

A wave of anti-American sentiment 
sweeps Taiwan following the appar- 
ent defection to the US of a Tai- 
wanese nuclear scientist. 


facturers to the Pacific state with the | 
offer of tax-free industrial zones. 


Page 50 | 
The Taiwan Government shakes off | 
its past penchant for frugality with a | 
budget that calls for higher spending | 
and a record deficit to offset an ex- | 

| 

| 


Page 24 

A Thai Government committee pected drop in exports. 
recommends the suspension of a 

controversial hydro-dam proposal, | Page 50 


Concern about how Taiwan's huge | 
foreign reserves are handled is partly | 
dispelled when the central bank 
opens its books to ruling and opposi- 
tion party legislators. 


| 
Page 52 | 
Western notions of venture capital in- | 

Í 


averting a possible political crisis. 





volving investing in riskier, entre- 
preneurial companies are slowly gain- 
ing acceptance in South Korea. 


Page 57 | 
Hongkong toymakers need another 
big-selling Cabbage Patch doll and 
new markets to put a smile back on | 
their faces after a year of poor sales in 
their biggest market, the US. 


Page 66 

Newly released statistics show a 
dramatic jump in Japan's foreign re- 
serves, an indication of how strongly 


XINHUA 
Page 28 

Extensive petroleum resources lie 
beneath much of the seabed of East 
Asia, but the numerous competing 
maritime-sovereignty claims makes 
the region a potential political danger 














Secretary Zhao, in a major policy 


| Statement, pre-empts Acting Premier i | 
| LiPeng’s debut at a National People's | the Japanese are supporting the US | 
. Congress meeting. dollar. | 
Page 36 Page 66 


. The US Senate passes a new immi- 
< gration law to allow job-related and in- 
- vestor visas, which aims to lure skilled 
. labour and business migrants to the 


After months of delays, the contract is 
finally signed for the completion and 
operation of an ambitious north-south 
toll highway in peninsular Malay- 
sia. 


| 
| 
: 








say Western countries need a proper | 





| Migrants: Ve 


Books 
The 5th Column 


AMA iia pent. BISA E See esa er aa TI epis 
ee en Oe Pe oe eee 
Sa pas e$ £s MW ER C EE C ERE 








Fried Li 
| Burma: Resentme 
Nepal: Co-opting t 


ARTS & S SOCIETY - 


Archaeology: The city 
under the SOB Lá isinsin 
History: Opium and memories o of war linger 
onthe Ledo noad oA M 



















| of Krishna shimmers 





Policies: OECD looks east —— ——— 
Economies: No longer all at sea in Fiji ___ 
Budgets: An expansive plan for Taiwan —_ 
Finances: A look at the books 
Investment: South Korea's stake 

nne ub co sse 
Industry: Playing to lose in Hongkong = 5 
Cover story: Closed laboratories —— 58 

Rise of techno-nationalism 

a : the theory of ‘symmetrical 


Obstacles tothe free-flow of scientists 
US administration calms 
‘Japan-bashers’ 

Markets: Tokyo's post-crash 

complacency 
Banking: Documenting Japan's 

pog pos cet et BN 
Projects: On the road at lastin Malaysia .— 66 | 


REGULAR FEATURES. 


Letters 

Briefing 
intelligence 

The Week 
Traveller's Tales 


Shroff 

Economic Monitor: Taiwan 
Company Results 

Prices and Trends 
Exchange Rates 
Stockmarkets 

Backpage Letter: Hakodate 








mmn Hd tnt ers etter ntn 





| Ber E 


|. President Aquino orders 
| sweeping army changes 
| Philippine President Corazon 
Aquino has ordered sweeping 
reforms of the army to put 
| more troops in the field to fight 
| the communist New People's 
. Army (NPA). She told senior 
army officers on 22 March that 
she would scrap the much-criti- 
 cised unified regional com- 
mand structure and give field 
| commanders more indepen- 
. dence to combat NPA gueril- 
las. "I want more men behind 
guns, less behind desks," she 
said. The unified command 
| was used by ousted president 
Ferdinand Marcos to secure 
the army under his personal pa- 
tronage. — A Correspondent 


Malaysia lifts ban 

on three newspapers 

Three newspapers the Malay- 
sian Government shut down 
last October for allegedly in- 
creasing racial tension, were is- 
sued new publishing licences, 
effective 26 March. Although 
no new conditions were at- 
tached, Deputy Home Minis- 
ter Datuk Megat Junid Megat 
Ayub said he hoped “the news- 
papers would operate with a 
greater sense of responsibil- 
ity. 

The English-language daily 
The Star and its Sunday edition 
will probably be the first to re- 
start. The Chinese-language 
daily Sin Chew Jit Poh, which 
was in receivership at the time 
of its ban, is settling its finances 
before resuming publication. 
The Bahasa Malaysia- biweekly 
Watan plans to be out again in 
early April. —Suhaini Aznam 


Seoul and Tokyo form 
anti-terrorism council 
South Korea and Japan have 
agreed to form a joint anti-ter- 
rorism council in an effort to 
Pent violent disruption of 
eptember’s Seoul Olympic 
Games. South Korean Foreign 
Minister Choi Kwang Soo and 
his Japanese counterpart, 
Sousuke Uno, agreed on the 
move during talks in Seoul on 
21 March. — John McBeth 


Australian Labor Party 
loses NSW election 

The Australian Labor Party led 
by Prime Minister Bob Hawke 
was dealt a serious blow when 
voters in the most populous 
state of New South Wales 
(NSW) ousted the state Labor 
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government. Voters also regis- 
tered deep disaffection with 
the federal party in state by- 
elections in Victoria and West- 
ern Australia on 19 March. 
The loss in NSW after 12 
years in government was de- 
vastating — several ministers 
lost their seats in the 876 swing 
against Labor which saw the 
conservative Liberal-National 
Party coalition sweep to power 
under Liberal Nick Oreiner. 

— Jacqueline Rees 


China agrees to sell 

IRBMs to Saudi Arabia 

One reason why Washington 
did not immediately liberalise 
US technology transfers to 
China during Foreign Minister 
Wu Xueqian’s recent visit be- 
came clear with the revelation 





Wu: pact deferred. 


that Peking has agreed to sell 
the intermediate-range ballis- 
tic missile, CSS-2 to Saudi 
Arabia. 

The US State Department 
said it was "actively engaged" 
in trying to stop the sale. 


— Nayan Chanda 


Tokyo court fines 

Toshiba subsidiary 

A district court in Tokyo has 
fined the machine-tool sub- 
sidiary of Toshiba ¥2 million 
(US$15,638) and given sus- 
pended jail terms to two of its 
employees for illegally export- 
ing milling machines to the 
Soviet Union in 1984. The issue 
became an irritant in Japan-US 
relations after the US Defence 
Department said in March 
1987 that the exported 
machines had been used to 
help the Soviets make quieter 
submarines. In a separate case, 
the same court sentenced four 
men to prison terms for steal- 
ing and selling US military-air- 
craft manuals to the Soviet 
Union and China in 1986-87. 
One of the defendents had 
worked at the US Yokota air- 
base. — Nigel Holloway 
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BUSINESS _ 


Holmes a Court calls off 
bid for Bell Group 


Australian investor Robert 
Holmes a Court called off a 
takeover bid by Bell Resources 
(BR) for parent company Bell 
Group, citing a change in mate- 
rial circumstances after fellow 
tycoons Sir Ronald Brierley 
and Kerry Packer announced a 
joint bid for BR on 17 March. 

Holmes à Court's one-for-one 
share swap plus A$1 (73 US 
cents) cash offer was criticised 
as too favourable to Bell 
Group shareholders, chief of 
whom is Holmes à Court him- 
self (SHROFF, 24 Mar.). The 
Brierley-Packer offer of A$1.50 
for each BR share (about 15 A 
cents above market at the time) 
appeared less a serious 
takeover bid than a "green- 
mail" exercise to extract some 
of the group's attractive media 
assets. — Hamish McDonald 


Thailand raises its 1988 
growth forecast to 6.896 
The Bank of Thailand (BoT, 
the central bank), raised its 
forecast of economic growth in 
1988 one full point to 6.8%. 
The BoT cited strong growth in 
private investment, credit ex- 
pansion and trade in the first 
two months of the year — allup. 
over fourth-quarter 1987. 

— Paul Handley 


Soviets launch resource 
satellite for India 
The first commercial Soviet 
space venture began success- 
fulv on 17 March, with the 
launching of IRS-1A, an In- 
dian-made, ^ remote-sensing | 
satellite which will monitor 
India's natural resources. The 
craft was launched into polar 
orbit from the Baikonur Cos- 
modrome in Central Asia. The 
launch was carried out by the 
Soviet space agency Glavkos- 
mos for a fee of Rbl 7.5 million 
(US$12.6 million). 

— Sophie Quinn-Judge 


Seoul imports may rise 
to combat inflation 


South Korea is considering 
liberalising imports of more 
than 30 items in coming weeks 
— ranging from video-tape re- 
corders to orange juice — to 
control inflation, say govern- 
ment officials. The govern- 
ment is currently conducting a 
price survey of 105 goods to de- 
termine which would be most 
appropriate for liberalisation. 


: 


Deputy Prime Minister for 
Economic Planning Rha 
Woong Bae said in mid-March 
that the government would 
promote imports to keep infla- 
tion down. Seoul also hopes 
the move will cut its current-ac- 
count surplus, easing trade fric- 
tions with the US. 

— Mark Clifford 


New Vietnam notes fuel 
inflation, depreciation 
Vietnam printed new 
banknotes valued at Dong 
1,000. 2,000 and 5,000 on 4 
March, fuelling new inflation 
and further devaluing the cur- 
rency by 35%. Within two 
weeks, the black-market rate 
jumped from US$1:Dong 
1,300 to US$1:Dong 2,000. 
The official rate is US$1: Dong 
368. The Dong 500 note v 
previously the largest bill ... 
circulation. — Murray Hiebert 


Manila seeks World Bank 
loan for privatisation 
The ds Government 
has started talks with the 
World Bank for a US$150 mil- 
lion loan to support a reform 
programme for government 
corporations. The programme 
will cover privatisation of cer- 
tain corporations and/or their 
assets, reorganisation of cer- 
tain sectors and closer monitor- 
ing and supervision of retained 
institutions. On 18 March, the 
inter-agency Committee on 
Privatisation formally ap- 
proved the inclusion of 17 
major state enterprises to the 
list of firms for privatisation. 
Among them is Philippine 
Airlines, the flag-carrier and 
sole domestic airline. 

— Jose Gala 


Taiwan decides to send 
team to ADB meeting 
Taiwan will send an official 
delegation to the annual meet- 
ing of the Asian Development 
Bank (ADB) in Manila next 
month, Foreign Minister Ding 
Mou-shih told legislators on 
18 March. Ding said the gov- 
ernment did not necessarilv 
accept the name, Taiper, 
| China, the name it was given 
by the ADB in 1986 when Pe- 
king joined the bank as a new 
member. Taiwan, a founding 
member of the ADB, and for- 
merly known in the bank as the 
Republic of China, has sat out 
the two meetings since then in 
rotest. Ding said the ADB 
as promised to respect 
Taiwan's rights as a full mem- 
ber, regardless of the name. 
— Jonathan Moore 
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TRANSIT LINK 
South Africa is likely to be the silent 
beneficiary from a recent agreement 
between Malaysia and Mauritius for a 
weekly 747 flight between Kuala 
Lumpur and Port Louis to be 
operated by Air Mauritius as a joint 






service with Malaysia Airlines. Given 
the dwindling nu: f direct 


international fligh outh Africa, 
Mauritius has become a vital link and 
transit point for those doing business 
with the country. Despite its Indian 
and Chinese communities and its 
beaches, the small Indian Ocean 
island is unlikely to become a major 
destination for Malaysian tourists or 
. businessmen, so the seats may be 
mostly filled by transit passengers. 
Malaysia is a strong supporter of 
ictions against South Africa. 


|. SUBCONTINENT TRIP 
| In early April, US Defence Secretary 
-| Frank Carlucci will make his first trip 
to India and Pakistan since taking up 
his post last year. Apart from 
discussing US military cooperation 
with both countries, Carlucci is 
expected to broach the question of the 
region's security situation in the 
aftermath of a probable Soviet troop 
withdrawal from Afghanistan. 


RETURN TICKET 


Keo Chanda, the former information 
minister of the Vietnamese-backed 
Phnom Penh regime in Cambodia, 
who was stripped of all posts in 1985, 
is about to make a comeback and will 
be reappointed to the government 
soon. In 1981 Keo Chanda was 
praised as an independent-minded 
inister who pushed the revival of 
. hmer culture and language, but his 
disdain for Vietnamese advisers 





THE WEEK 


AFGHANISTAN 


The Kremlin remains committed to with- 


| drawing its military presence despite snagsin - 


peace negotiations in Geneva, Moscow's 
Foreign Ministry said (78 Mar.). 
BURMA 

Rioting in Rangoon has left at least 28 
people dead in the past week, according to 


| reports reaching Bangkok (27 Mar.). 


HONGKONG 
Two days of acrimonious debate and a 
rare roll-call vote ended in the Legislative 
| Council giving an overwhelming, if predicta- 
| ble, endorsement of the white paper on poli- 
| tical development (78 Mar.). 


. | INDONESIA 


President Suharto appointed 19 newcom- 








apparently resulted in his demotion 
to minister of industry. However, the 
government version was that he fell 
from grace for ^womanising." His 
first step on the road back is expected 
to be a portfolio in charge of tourism 
— Cambodia now has its own airline, 
Air Kampuchea, flying once a week 
to Ho Chi Minh City, and ferrying 
charter tours to the ancient Khmer 
ruins of Angkor Wat. 


MAKING HIS CASE 


Singapore Prime 
Minister Lee 
Kuan Yew will 
make a "private" 
trip to Washing- 
ton in early April. 
Stung by the US 
decision to cut 
Singapore's trade 
privileges and by 
| the growing criti- 
cism of Singapore 
in the US, Lee is expected to take 

his case to President Reagan as well 
as US congressional leaders. US 
officials and many of Singapore's 
staunch supporters in the Congress 
privately say they are dismayed by 
Lee's recent policies and would 

not be able to give him much sup- 
port. 


MINISTRY REVAMP 

Taiwan will soon elevate to full 
cabinet status agencies dealing with 
labour and cultural affairs, reflecting 
the government's response to the 
increased sophistication that 
problems in these areas have acquired 
as a result of Taiwan's economic and 
social development. The move will 
expand the government's executive 
branch from eight ministries to 12. 


ers and dropped several veteran ministers in 
announcing a new cabinet of 38 ministers. 
The most notable casualty was the country’s 
top economic planner, Ali Wardhana (22 
Mar.). 


MALAYSIA | 

The government awarded its biggest ever 
public-works contract, for the construc- 
tion of a 900-km highway, to a company 
controlled by the United Malays National 
Organisation (27 Mar.). Three national 
newspapers banned in October for allegedly 
stirring racial unrest have been granted gov- 
ernment permission to resume publishing 
(23 Mar.). 


PHILIPPINES 
President Aquino has ordered a reorgani- 
sation of the military aimed at streamlining 





NETWORK CUTS 
Malaysia’s official newsagency, 
Bernama, is radically pruning its 
network of overseas reporters. —— 
Created by former general manager. 
Ahmad Mustapha, who lost his job 
late last vear, Bernama had staff 


correspondents or writers on retainer 


in Hongkong, Washington and all 
Asean capitals — except Brunei’s 
Bandar Seri es aa ud the 
retrenchment plan, a staff position in 
Jakarta has been vacant since mid- 
1987, while staff in Bangkok and 
Manila will close their bure 











The only remaining : ureau will 
be in Singapore. Be: ; new 
management is sai ‘thought 
the network too co some in 
government are cc that 
Malaysia's “inde d 
perspective" on d global 


events may su 


STILL GAG | 
Marshal Chan — who 
helped engine n 
Incident in whic leader 
pped to 


forces fighting the Japanese — 
remains incarcerated in a house in 
Taipei's Yangmingshan district, 
watched by armed guards. Demands 
for his release after half a century of 
virtual imprisonment surfaced 
recently when Legislative Yuan 
members asked about his legal status. 
Although the ruling Kuomintang 
government claims he is a free man, 
they are unlikely to grant a request by 
the American TV network CBS to 
talk to the 87-year-old Chang about 
his role in the kidnapping of 
Chiang. 









the battle against communist insurgents (23. | 


Mar.). 
SOUTH KOREA 


Efforts to unite the two main opposition 
parties before April's parliamentary elec- 
tions collapsed amid bitter recriminations 
(22 Mar.). 


SOVIET UNION 
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Azerbaijanis (22 Mar.). 
SRI LANKA 


Tamil rebels attacked two villages near 
Vavuniya, hacking 13 Sinhalese civilians to 
death, military officials said (23 Mar.). 


More than 400 people were arrested on 
charges of murder, rape and looting in the 
southern city of Sumgait, scene of recent - 
ethnic violence between Armenians and 
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Suharto unveils new cabinet for what may be his final term 


Recipe for renewal 


By Michael Vatikiotis in Jakarta 


l ndonesian President Suharto unveiled 
a new cabinet on 21 March which he 
said reflected “continuity and renewal.” 
The use of this unusual combination of 
qualities sheds light on the long-serving 

resident's dilemma as he embarks on 

is fifth and possibly final five-year 
term: how to preserve the stability of his 
rule while at the same time acknowledg- 
ing the need for change. 

In proportional terms, the new 
cabinet line-up is almost equally divided 
between continuity and renewal: 19 new 
faces come in and 19 old ones remain — 
nine of them moved to new positions. 
Among them, Suharto has placed his 
trust in three key men who display dif- 
ferent nuances of his New Order’s mili- 
tary-backed rule: the military lawyer 
turned official party chief, Vice-Presi- 
dent Sudharmono; the commando- 
turned intelligence chief, Defence 
Minister Gen. Benny Murdani, and the 
moderate Muslim career soldier, armed 
forces commander Gen. Try Sutrisno. 

There were no real surprises. On the 
political side, Suharto brought in 
former army chief of staff Rudini as 
home affairs minister. Rudini is re- 
garded as a trusted and loyal aide who 
has been out of the political scene since 
1983. He is expected to address issues 
such as the misappropriation of funds 
and other forms of corruption. 

The appointments of another 
staunch loyalist, retired admiral Su- 
domo, as coordinating minister for 
political and security affairs, and former 
home affairs minister Supardjo Rustam 
to the people’s welfare slot, suggest that 
the president is reluctant to lose those 
who have worked closely with him since 
the establishment in 1966 of the New 
Order — despite the latter two being 
close to retirement age. 

Perhaps the most significant of the 
new appointments are the two promi- 
nent politicians from the government- 
backed Golkar functional group. 
Golkar  secretary-general Sarwono 
Kusumaatmadja becomes administra- 
tive reforms minister, and another 
senior Golkar figure, Akbar Tanjung 
(Sarwono’s deputy) was given the youth 
and sport portfolio. Analysts say this 
development, which follows the eleva- 
tion of the group’s chairman Sudhar- 
mono from state secretary to the vice- 
presidency earlier in March, signals the 
further development of Golkar as an av- 


enue for political advancement outside - 


the armed forces (Abri). 
It is too early to say how Golkar’s en- 





larged presence in the cabinet will play 
itself out. At first sight it lends further 
credence to the idea that Suharto is 
building up what could eventually be- 
come a ruling political party. It also in- 
dicates that civilian politicians may now 
play a greater role in government than 
ever before under the New Order. The 
number of portfolios held by the mili- 
tary has dropped by three to 10. 

Much, however, will depend on 
whether Sudharmono and Sarwono re- 
tain their senior positions within Golkar 
after the group's assembly in October. 

The key foreign affairs post went to 
Ali Alatas, who for the past five years 
has been Indonesia's ambassador to the 
UN. Alatas was a popular choice in dip- 


lomatic circles, as well as in the Foreign 
Ministry; for the first time in 20 years, a 
career diplomat will occupy the post. It 
is too early to judge what sort of foreign 
policy Alatas is likely to follow. Asean 
diplomats are confident he will work 
well within the association. But some 
wonder if he will pay as much attention 
to Vietnam and the Cambodian conflict 
as his predecessor, Mochtar Kusumaat- 
madja (Sarwono's older brother). 


ne area where continuity is most like- 

ly is the economy. Facing pressure 
from international multilateral cre- 
ditors to keep up the pace of reform and 
manage the largest external debt in 
Asia, Suharto was clearly not anxious to 
alter radically his economic team. So, 
while Indonesia's economic supremo, 
Ali Wardhana, bows out, he is replaced 
by fellow technocrat and former finance 
minister Radius Prawiro, who is ex- 
pected to maintain the same policies. 
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In structural terms, Suharto has 
abolished four junior ministries 
traditionally concentrated in the 
agricultural sector, and created five 
junior posts spread across trade, fi- 
nance, industry, agriculture and the Na- 
tional Development Institute (Bap- 
penas). This suggests that the govern- 
ment's drive to diversify the economy 
and boost non-oil exports will benefit 
from more weight at the top. 

The key post of mining and energy 
minister went to former Investment 
Board junior minister Ginanjar K 
tasasmita. Sources say that Ginan,.. 
would have preferred to go to the 
powerful State Secretariat or the Trade 
Ministry. But his obvious abilities and 


RODNEY TASKER AP 





nationalist credentials will be of help as 
Indonesia comes under growing pres- 
sure to take a tougher line with Opec 
over discount pricing and other issues. 
However, this also means a key area of 
the economy has been lost by the West- 


ern-oriented technocrats to the 
nationalist camp, represented by 
Sudharmono and B. J. Habibie, who re- 
tained his technology portfolio. 

Any change of government person- 
nel in Indonesia automatically gives rise 
to speculation that new lines of patron- 
age will be established. The change in 
stewardship of the powerful energy sec- 
tor — one of the main sources of na- 
tional income — is seen as one potential 
area for a switch in patronage. But this 
may become more of an issue in other 
areas such as public works, housing and 
industry, where fresh blood has been 
drawn from the private sector. 

On a more positive note, the State 
Secretariat — the key seat of patronage 














in the past — may under former cabinet 
secretary Murdiono dismantle the 
cumbersome, over-centralised system 
whereby its approval was required for 
all contracts worth more than Rp 500 
million (US$301,205) . 

While policies are not likelv to 
change, the key question arising out of 
the cabinet reshuffle is to what extent 
power relationships have altered or will 
evolve. An initial glance at the new 
lineup suggests that the cabinet was the 

roduct of close consultation with 

udharmono. Although Murdiono’s 
elevation to state secretary was almost 
certainly Suharto’s first choice as well, 
the appointment of Ginanjar, as well as 
the introduction of senior Golkar officials, 
is evidence of Sudharmono's influence. 

But the return of former armed 
forces chief, Gen. Benny Murdani, as 
defence minister, suggests that the 
more-or-less open tension existing be- 
| tween him and Sudharmono has not led 
| his political banishment. Murdani is 
| dected to make more of his position 
than his predecessor, Gen. Poniman. 
And, for the time being at least, Mur- 
dani retains command of the powerful 
internal security apparatus, Kopkam- 
tib. 


espite the appointment of three new 
ministers from the military — Ru- 
dini, Maj.-Gen. Azwar Anas (trans- 
port) and Lieut-Gen. Sugiarto (trans- 
migration) — it is unlikely that Abri ac- 
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MALAYSIA 


The tilt of power 


Mahathir moves to place parliament over courts 


By Suhaini Aznam in Kuala Lumpur 


M alaysia's power structure of checks 
and balances was heavily tilted in 
favour of the executive on 18 March 
when parliament passed amendments to 
the constitution to diminish the powers 
previously vested in the High Courts 
and subordinate courts — removing 
their right to interpret the law, leaving 
them simply to reach a verdict and mete 
out the appropriate punishment. 

Prime Minister Datuk Seri Mahathir 
Mohamad tabled the amendments fol- 
lowing several cases in which the courts 
have ruled against the government. In- 
troducing the amendments, Mahathir 
said that at present the "limits between 
the judicial domain and that of the 
executive or legislative are unclear. 
There have been signs that matters 
which were deemed to be the sole pow- 


| ers of the executive have been assumed 


tively sought appointments in the new | 


cabinet. "The mainstream of Abri pre- 
fers to take an objective position so it 
can't be blamed if things go wrong," an 


to be open to judicial interference." 


The constitution as it stands starts | 


with the statement that the judicial 

ower of the federation "shall be vested 
in two High Courts of coordinate juris- 
diction and status, namely a) the High 
Court in Malaya; and b) the High Court 
in Borneo; and in such inferior courts as 


| may be provided by federal law." 


Indonesian analyst who is close to the | 


military told the REVIEW. 
Suharto has no doubt calculated the 


the forces. But there is concern that the 
presence of both Murdani and Sudhar- 
{mono may exacerbate the rivalry be- 
veen the two forces in Indonesian poli- 
ucs they represent — Abri and the 
bureaucracy — that emerged so clearly 
during the People’s Consultative As- 
sembly (MPR) session earlier in March. 
Much will depend on the linkage be- 
tween Murdani as defence minister and 
Sutrisno as the new armed forces com- 
mander (who also sits in the cabinet). 
During the MPR session, Sutrisno de- 
scribed their relationship as like “two 
faces of the same coin,” but some obser- 
vers say this may change as Sutrisno 
grows into the job and becomes less re- 
hant on his predecessor. 
As for Sudharmono, it is difficult to 
judge whether or not his earlier hint that 
Suharto may give him a "special assign- 


What the amendments seek to do 
is substitute the words "The judicial 
power of the Federation shall be vested 
in" with simply “There shall be” .. . two 


| high courts. 
potential for conflict within the new | 
team and looked for ways of balancing | 
| provided by federal law” with the words 


. I also seeks to replace the words 
"and in such inferior courts as may be 


"and such inferior courts as may be pro- 


| vided by federal law; and the High 


Courts and inferior courts shall have 

such jurisdiction and powers as may be 

conferred by or under federal law." 
Thus what the executive seeks to do 


| is to remove the judicial powers of the 


ment," thus boosting the largely cere- | 


monial vice-presidential role, has been 
borne out. In his televised 21 March 
speech to announce the new cabinet, 
Suharto revealed that he had given his 
vice-president the job of "coordinating 
and planning the execution of control." Ej 





courts — granted to the courts in the 
first place by the constitution — by 
amending the constitution itself. The 
executive, through laws made in parlia- 
ment, will then confer on the courts 
their new and limited powers. Lawyers 
are still unsure, however, how the 
courts will actually operate. 
Constitutional amendments require 
approval by a two-thirds majority in 
parliament and this — the 27 amend- 
ment to the 30-year-old constitution — 
was passed by 142 to 18 votes, after two 
days of debate. Seventeen MPs were ab- 
sent, including seven opposition Demo- 
cratic Action Party (DAP) MPs who are 
currently in detention under the Inter- 
nal Security Act. Parliament also pass- 
ed, through a simple voice vote, amend- 
ments to the Societies Act, 1966 


| 
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(REVIEW, 24 Mar.) which wil 
Mahathir’s newly reconstituted dor 
ant Umno Baru party retain the ass 
of its deregistered predecessor an 
thwart court action by political rivals. 
Both amendments now merely await 
the certain endorsement of the Senate - 
and the king's signature. ; 

The constitutional amendments also 


































prosecutor to transfer a case from the 
Sessions Court to the High Court. (The - 
case involved Datuk Yap Peng, charged 
with criminal breach of trust.) The pub- 
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lic prosecutor appealed to the Supreme 
Court, which dismissed the appeal. 
Together, the two clauses threaten | = 
to weaken the judiciary, though the first |. 
is by far the more severe. Section 121. 
now provides a blanket ruling that. 
judges and magistrates will no longer in 
terpret the law. They need only decide | 
whether or not a person is guilty, and - 
then apply precise penalties as spelt out. 
by the legislature. A new clause also: 
specifies that these courts not hear mat- 
ters over which the Islamic shariah court 
has jurisdiction. The Supreme Court, 
the highest court of appeal, is not men- 
tioned in the amendments and is as- 
sumed to be exempt from them. 
Mahathir had in fact hinted of plans 
to codify the law last December but at 
the time, no one understood how he 
proposed to go about it. On a piecemeal 
basis, amendments to several laws - 
around that time — the Printing Press | 
and Publications Act, the Official Se- 








> crets Act and the Police Act — spelt out 
mandatory jail sentences and raised 
. minimum fines. More significantly, they 
also added the proviso that the relevant 
minister's decision was final. 

The relationship between executive 
and judiciary has been an unhappy one 
this past year. A legislature weak in op- 
` position and obedient to the dictates of 
the executive — with nearly one-third of 
its members having ministerial jobs — 
has not helped in maintaining the princi- 
ples of separation of powers. 

Two judges in particular have pro- 
voked Mahathir's wrath. Without nam- 
ing names, Mahathir said that judges 
described as "fiercely independent" 
were "indirectly involved in opposition 
politics." Fierce independence was an 
attribute some newspapers bestowed on 
Justice Datuk Harun Hashim, the High 
Court judge who, until 1 January, had 
heard matters of judicial review. 

Again without naming names, Ma- 
hathir indirectly rebuked Justice Peh 
Swee Chin of the Ipoh High Court, for 
having quoted in his judgment releasing 
DAP lawyer Karpal Singh on 9 March, 
that the factual error in his charge sheet 
reflected the home minister's “casual 
and cavalier attitude" as to amount to 
mala fide (bad faith). The phrase was 
actually from Karpal’s defence, but 
Mahathir — who is the home minister 
— argued that it was “a serious matter 
that damages [the minister's] name.” 
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Mahathir. His aim was just to have 
“judges apply the laws made by parlia- 
ment and not make their own laws as is 
happening now.” He recalled that one 


| judge had ruled that a minister cannot 


disappoint an individual in his expecta- 
tions to work for the full duration of his 
work permit, and thereafter to have it 
renewed — an obvious reference to the 
Supreme Court decision to overrule the 
Home Ministry’s revocation of the work 
permits of two Asian Wall Street Journal 
correspondents in 1986, then expel- 
ling them. But apparently, Mahathir 
pointed out, a minister may be disap- 
pointed in his expectations. 


Asse judgment which obviously ir- 
ritated Mahathir was the Supreme 
Court decision in August to allow an in- 
juction to stop United Engineers 
Malaysia — a construction company in- 
directly controlled by the now-deregis- 
tered United Malays National Organi- 
sation — from signing a controversial 
contract with the government to build 
the $3.4 billion north-south highway. 

The amendments prompted strong 
reactions from the opposition and 
lawyers. “Making amendments to the 
constitution is a serious and sacred exer- 
cise,” not to be carried out “in total dis- 
regard and contempt for the judiciary,” 
said DAP acting secretary-general Lee 
Lam Thye. 




















"We have no wish to be judges,” said | As an arbiter in disputes between - 








citizen and state, "the courts play a pro- 
tective role in defending the rights and 
liberty of citizens against any interfer- 
ence of them by the legislative and the 
executive arms of the government," 
said outgoing Bar Council president 
Param Cumaraswamy. "Once the judi- 
cial power is removed from our courts, 
the road to dictatorship will be wide 
open." 

Chandra Muzaffar, president of the 
public interest group Aliran — and him- 
self among those detained last year but 
now free — said: "The judiciary will not 
be able to scrutinise executive action... 
The ordinary citizen will have no rem- 
edy." Recent events had shown that it 
was the willingness of a few judges to 
exercise the authority and power that 
the constitution bestowed upon them, 
that certain grave injustices have been 
rectified to some extent, he said. 

The tug-of-war between executive 
and judiciary arises from what set 
conflicting views of where ultimate : 
thority lies. While the judges have al- 
ways held to the supremacy of the con- 
stitution, Mahathir seems to prefer that 
parliament should be the ultimate 
power. He indicated as much when he 
made comparisons between the British 
Parliament “whose decisions were final, 
and where others had to accept such de- 
cisions without making contradicting 
interpretations” and Malaysia, where 
“the written constitution is dependant 


~ | upon judicial discretion which some- 
" | times changes and differs from one 
-d judge to the next." In his conclusion, he 

| again asked: “If the British Parliament 
“| is supreme, what is wrong if in legislat- 
| ing laws in Malaysia, parliament is given 
| the same right?" 


This, however, was the extent to 


| which he wished to extend the parallel. 
| Mahathir wants the judiciary to be 
| bound by written, federal law, without 
| recourse to precedents in British lav 
| British culture differs vastly froi 

| Malaysian culture. "Are their concepts 
| of natural justice more important than 
| our laws?" he demanded. "We accept 
| democracy but we do not have to accept 


all that they [the British] deem demo- 
cratic.” 

Two other important clauses in the 
amendments deal with immigration and 
land. In the first, foreigners arrested for 
immigration offences now need not be 
brought before a judge until they have 
been held for 14 days instead of 24 
hours. This is thought to be aimed 
primarily at Indonesian migrant work- 
ers, with time often needed to establish 


| their identity. 


The second empowers the federal 
government to buy, at market value, 
any land belonging to the state govern- 
ments for federal purposes. Should its 
use no longer be required, the federal 
government could then sell it to a third 


party, in line with the privatisation pol- 
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The precarious balance 


Ershad walks the political tight rope 


By Salamat Ali in Dhaka 


T he newly elected parliament of 
Bangladesh is yet to hold its first ses- 
sion, but most analysts believe the legis- 
lature will not see out its full term of five 
years, All the previous parliaments in 
the country were dissolved prematurely 
and the latest could have the shortest 
life-span yet. 

Even President H. M. Ershad thinks 
the new legislature will not last long. He 
told a visiting special envoy from Mos- 
cow in early March that he was going 


| through the 3 March electoral exercise 


because of the constitutional require- 
ment, having dissolved the parliament 


2| earlier. Ershad added that after the 
















election he would try his best to bring 
back the mainline opposition parties, 
which boycotted the polls, into the par- 
liament. The point was not lost that he 
cannot do so without a new general elec- 
tion. 

According to diplomatic sources, 
one of the two major opposition al- 
hances which boycotted the recent elec- 
tion told Ershad's emissaries that in few 
months’ time it would reconsider its 
stand on electoral politics. This could 
pave the way for fresh elections, a 
promising opening for Ershad, which if 
mishandled could affect the president's 
political fortunes. 

However, there is no overt sign yet 
of any softening of the anti-Ershad agi- 


Generals on P; 


The president controls and cajoles the army 


tation in the two major opposition 
groupings — one headed by the Awami 
League and the other by the Bangladesh 
Nationalist Party (BNP). With Ershad's 
popularity at its lowest ebb, neither of 
the groupings is willing to risk breaking 
the opposition's ranks and tarnishing its 
own image by associating with the pre- 
sident. 

While loudly professing their unity | 
on the single plank of ousting Ershad, 
the opposition groups are still watch- 
ing each other with distrust. They are 
also aware of the persistent public pres- 
sure for opposition unity as the only 
means of achieving an early settlement 
of the domestic political impasse. 

To add to Ershad's woes, his ruling 
Jatiya Party (JP), while winning 250 of 
the 300 seats in the recent election, is 
split into three factions. One faction, 
advocating constitutional amendments, 
wants to pave the way for an under- 
standing with the alliance headed by the 
Awami League leader Sheikh Hasina. 
The second supports the policies of 
Khaleda Zia who heads the BNP. The 
third faction is firmly under the grip of 
Ershad and sees no role for itself except 
under the president. Ershad has indi- 
cated a preference for the pro-Awami 
League faction of the JP, which was 
given the largest number of seats to con- 
test in the recent election. 
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| pital scene is the b: irea 


cal parties. Because of the political un- 
certainties for nearly a year; civil ser- 
vants have stopped taking any initia- 
tives in the administration. Matters re- 
quiring decisions of any consequence 
are being routinely referred to the presi- 


dent or his cabinet ministers. This has 


further slowed down the administration 
which, in any event, was not known for 
its efficiency. 

The country’s professional elite has 
also turned hostile to the regime. Un- 
employment among doctors and en- 
gineers has grown. The lawyers are un- 
| happy with Ershad's decision which de- 
centralised the judiciary and dispersed 
the high court benches to several towns. 
For more than a year, lawyers have 
been on strike and refuse to appear be- 
fore the chief justice of the Supreme 
Court. Private entrepreneurs are dis- 
mayed because prolonged political a^ 
tation has disrupted business and | 
shad has been trying to ease some of the 
pressure by granting pay increases and 
bonuses to the labour force. Journalists 
are fed up with heavy-handed official 
censorship, though officials deny the 
press is censored. Student groups are 
deeply involved with politics of the 
mainline opposition. 


Q! the several elite groups, the only 
one not vet totally disgruntled is the 
army, which has played a pivotal pun 
cal role since the country's inception. 
But there have been rumblings, too, 
among senior army officers. At the 
height of the opposition's agitation late 
last year, a former aniy officer-turned- 


known strong political inclinations and could support either 
side in a showdown. 
In recent years the army has evolved into a professional 
force, in contrast to the undisciplined rabble it was in the mic 
1970s when some junior officers murdered Sheikh Mujibu 


| acy, which D 
s built up an aversion to all the politi- - 


ew in Dhaka believe that the opposition parties, which 

have been agitating against President H. M. Ershad, can 
negotiate him out of office, and the army is considered to be 
the only possible instrument of change. But even the military 
is unlikely to make a precipitous political move unless it is 
faced with a grave threat to law and order or toits own institu- 
tional interests. 

The Bangladesh army has four infantry divisions and if the 
paramilitary forces and the tiny navy and air force are added 
to it, the armed forces total about 100,000 men. The army is 
raising a new division and has plans to add another one, which 
could boost the military's strength by 50%. An elite army di- 
vision is stationed at Saver, about 15 km from Dhaka. It has 
two armoured regiments and is commanded by Maj.-Gen. 
Nooruddin. The role of the Saver division would be crucial in 
any military coup. 

At the apex of the army are 19 two- and three-star gener- 
als, of whom 11 are from the combat arms. Of the 11, five are 
considered Right-of-centre nationalists in tune with Khaleda 
Zia's Bangladesh Nationalist Party, and three others favour 
the line of the other main opposition grouping, the Awami 
League, led by Sheikh Hasina. The remaining three have no 
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Rahman — the father of Bangladesh — and members of his 
family. The 1970s decade was also a time when enlisted men 
used to rally actively, calling for revolution and demanding 
equal treatment with officers. All the same, the Bangladesh 
army is still far more politicised than its counterparts in the 
Subcontinent. Therefore, Ershad — himself a former army 
chief — has taken care to keep the services on a tight leash. 

It has been Ershad's frequent boast that he has done more 
for the army than any other Bangladesh ruler. No one dis- 
putes this assertion, for he has given the military higher 
salaries and procured weapons from every friendly foreign 
source that he could find. He has given civilian jobs to many 
officers and seldom denies favours to his senior military col- 
leagues — including the grant of government licences to their 
friends and relatives. Currently, most of the public-sector 
corporations are headed by army officers, and military men 
are also directors of nationalised banks. 

Even while pampering the soldiery, Ershad keeps a strict 
watch on it. He retired from active military service following 
his election as president in 1986. As the elected president he is 
also the supreme commander of the armed forces, and his mi- 
litary office in the presidential mansion i is s headed by a major- 
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| politician suggested to Ershad that the 





president should step down to satisfy 
the opposition and contest elections — 
while handing over the running of the 
country to the army. The politician 
added that he had consulted the army 
chief, Lieut-Gen. Atikur Rehman and 
Maj.-Gen. Sadiqur Rehman, the chief 
staff officer to Ershad — who is the su- 
preme commander of the armed forces. 
Both the generals were agreeable to the 
proposal, the politician said. 

In the event, Ershad summoned the 
two generals but both of them urged Er- 
shad to stay on. Later thé president 
summoned the architect of the proposal 
who told him that he was aware of the 
two generals backing down. But he 








complain of his indiscretion in spilling 
the beans. Ershad was not willing to 
take any chances; he called a meeting of 
all the top generals and offered to step 
down, but was urged to carry on. 


Airs senior military officers have 
been unwilling to provoke an open 
showdown with Ershad, they have ex- 
pressed to politicians their unhappiness 
over the armed forces being criticised 
because of Ershad’s actions. Obviously, 
the senior officers are distancing them- 
selves from the president. Analysts 
maintain that Ershad has hung on to 
power because of a precarious balance 
of forces, both political and military. In 








with Ershad, the two had phoned him to | forces distrust each other, Er 
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by default. ejes 
Nor is the ruling JP immune to di 
trust and divisions. Some JP leader 


think that Ershad made a tactical mis- 
take in dissolving the parliament last 
November. Earlier, Ershad had com- - 
plained at a JP parliamentary group - 


meeting that he knew of more than 60 
JP MPs who had banded together to 
break the party, align with the Awami 


League and stage a “constitutional | 


coup." He pointed out that he had the 
power to dismiss them. 

Early this year, coaxed by Prime 
Minister Meezanur Rehman and De- 
puty Prime Minister Maudoood 
Ahmad, Ershad had agreed to constitu- 


went on to add that after their meeting 


a situation where the leaders of these 
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tional amendments which would have 





Sheikh Hasina; election violence: factions split go vernment and opposition parties. 





general. As supreme commander, Ershad keeps in touch with 
all divisional commanders, sidestepping the army chief, 
Lieut-Gen. Atiqur Rehman, who is generally considered to be 
werless. Often, the president casually drops in at the meet- 
38 of the army promotion boards and lays down who is to be 
promoted. 

The president also wields control through the country’s 
network of four intelligence agencies. The National Security 
Intelligence and the Defence Forces Intelligence (DFD are 
headed by trusted military officers. The DFI, headed by Maj.- 
Gen. Abdul Latif, is the pivotal agency dealing with political 
affairs. It is Latif’s job to keep in touch with domestic political 
developments and also external influences on them. The Po- 
lice Special Branch augments the DFI role in a junior capa- 
city. The Directorate of Military Intelligence deals only with 
military matters. 


E rshad has used checks and balances in making crucial mi- 
litary appointments. He has ensured that the divisional 
commanders and their chiefs of operations are of different po- 
litical views. In the infantry division at Saver, the commander 
and his chief staff officer dislike one another. More impor- 
tantly, the Saver division commander does not admire Reh- 
man, the army chief. 

But whatever the differences within the army, it is united 
as an institution in its suspicions of the main opposition party, 
the Awami League, despite the support for the league by a few 
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top generals. The officers cannot seem to forget that the 
league’s leader, Hasina, once committed the blunder of saying 
in public that Bangladesh did not need an army but only a 
peace-keeping police force. Also, she keeps attacking the “cor- 
rupt generals." Hence, any possibility of the Awami League 
gaining power creates the threat of a military takeover to 
forestall it. 

In a bid to keep the army off guard, Ershad has chosen to 
selectively heed its advice sometimes, and ignore it at others. 
Some sources maintain that the army was displeased when Er- 
shad saw to it that the so-called freedom fighters, a political 
group favoured by the army, was not given enough support in 
the recent election by Ershad. He is believed to have acted 
under army advice in dissolving the last parliament but he ig- 
nored the military when it wanted to postpone the elections 
thereafter. Dissolving the parliament without any prior un- 
derstanding with the opposition had made Ershad extreme- 
ly vulnerable. The postponement of the elections beyond 
the constitutionally mandated 90 days would have knocked 
out his sole claim to power — adherence to constitution- 
ality. 

Even Ershad’s opponents concede that by holding the elec- 
tions last month he forestalled a military coup and gained a 
breathing spell to mend his fences with the opposition. But the 
widespread vote-rigging gave little credibility to the elections. 
Now Ershad needs to move swiftly to strike a deal with either 
of the two opposition alliances. — Salamat Ali 
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dunes the present presidential system | 
to a parliamentary one. Ershad himself 
was to take over as prime minister. Er- 
shad had calculated that the constitu- 
tional change would be to the liking of 
the Awami League alliance and could 
make dents in opposition unity. His 
speech to announce the decision had 
been drafted but was never made, as his 
legal advisers as well as a dominant 
section of the army opposed the 
move. 

To keep detractors at bay, Ershad 
kept the decision to dissolve the parlia- 
ment to himself until the last moment. 
Until early December he kept reassur- 
ing JP MPs that the parliament would 
run its full course of five years until 
1991. Ata6 December cabinet meeting, 
barely two hours before he announced 
the dissolution of the parliament, he 
gave no indication of the imminent 
declaration. Several ministers admitted 
to the REVIEW that the announce- 
ment caught almost all of them un- 
awares. 

Another reason for Ershad's secrecy 
was that by late last year a faction of the 
JP was about to quit the last parliament 
and call for Ershad's resignation. Politi- 
cal insiders say that the Awami League 
— which held seats in the last parlia- 
ment — was also going to pull out to 
coincide with the rebel JP MPs. To as- 
suage his party, Ershad ensured that all 
the sitting JP MPs were given tickets at 
the 3 March polls. The opposition 
groups which boycotted the March elec- 
tion have charged that the polls were 
rigged. Even JP sources concede that in 
a free and fair poll their party could at 
best have won about 110 seats, as 
against the 250 it took on 3 March. 


Us the Awami League, which | 


contested the 1986 elections and 


joined the parliament, the BNP, which | 


has boycotted the parliament all along, 
has gained from the recent agitations. 
The BNP’s leader, Khaleda, told the 
REVIEW that she did not mind if the 
Awami League or even the communists 
came to power in a fair election. 
Khaleda’s persistence in demanding Er- 
shad’s ousting and free elections under a 
neutral administration is her most for- 
midable weapon. By consistently re- 
maining outside Ershad’s parliament, 
she has gained a popularity that is wor- 
rying the League’s Hasina, her main 
rival. 

Khaleda’s whistle-stop train journey 
to Chittagong in November was such a 
roaring success that it frightened Hasina 
into rushing to Chittagong to stage her 
own rallies. The opposition’s agitation 
peaked with the large-scale violence at 
Chittagong. Khaleda’s strong  na- 
tionalist and Right-of-centre platform 
is attracting a large number of adherents 


and her BNP, which began as party of | 


businessmen and former army officers, 


masses.  . 
d 
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former capitalist south. When Vietnam's food and in- 
dustrial production fell in the late 1970s creating serious 


form. A few years ago he explained that he had to choose - 


in jail with many of the country's other future leaders. Releas 
he he aded 
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A terior minister and was in charge of the Vietnam’ 5 inter nal sec 
which includes more than 1 million policemen. In this jo 
. .Stressed the need to control “negative phenomena,” 
— to conclude that he did not support reform. 


now claims to be the party of the . premier, Hung became an active champion a of 






Planning chief Kiet tipped to become next premier 


2 Murray Hiebert in Bangkok 


; conomic planning chief Vo Van Kiet, who spearheaded economic reforiti in E ves 

Ho Chi Minh City in the early 1980s, is expected to be elected Vietnam’s - p 
premier to replace Pham Hung. 75, who died on 10 March. Kiet, 66, the first —_ 
deputy premier, was named to fill in for Hung until the national assembly | E 
chooses his successor in June. | 

Analysts say Kiet's appointment would strengthen the movement for econ- an 
omic reform initiated by communist party chief Nguyen Van Linh, elected in... 
late 1986 after a grave economic crisis forced the country's leadership tointro- 
duce more flexible policies. Kiet has headed the State Planning Commission 
since 1981 and is ranked No. 5 in the party politburo, but at Hung's funeral, pn 
he was listed third — following Linh and President Vo Chi Cong. ] v 
_ "Kiet's got the job unless he slips on a banana peel,” said one Hanoi-based uc 


. diplomat. Other analysts warn that Vietnam's population could become de- 
 moralised if a less dynamic candidate is elected. “If they don't choos 





















jet" one E 
Hanoi watcher said, "they'll give people the wrong signal at oy m 
Kiet was born in the Mekong Delta of southern Vietnam ii 
the revolutionary struggle against the French colonial rulei 
He rose quickly in the communist party ranks, and dui 
US, Kiet was a leading member of the Central 
for South Vietnam — the Viet Cong — whe 
worked closely with Linh and Hung. Kiet's wife 
children reportedly died in US bombing during the 
After the war ended in 1975, Kiet served. 
secretary and mayor of Ho Chi Minh City, a 
Linh were responsible for introducing socialism to th 


shortages, Kiet became convinced that the country |i 
needed more flexible policies to stimulate growth. Kiet- | 
took personal risks experimenting with economic re- | 7 


between "producing wealth but violating regulations 
and encountering many troubles in the process, [or] 
continuing to sustain [economic] failures and losses but 
being left alone and even earning praise." 

Speculation about the premier's post also surrounds 
several others. One is Do Muoi, 71, ranked fourth in the ~ 
politburo, one place above Kiet. Muoi, who gave up his ' | 
job as vice-premier last year after being named No. 2in the party secretariat, 
supports economic liberalisation but is- less than ‘dynamic. During the 
past year he has focused on party purification. | 

Foreign Minister Nguyen Co Thach, 65, also a vice-premier and iei 
member, reportedly was nominated by former premi im Van Dong whe 
he stepped down last summer after serving three decades 
observers doubt that Thach, a career diplomat, will move. $ too val 
the Foreign Ministry. When you're trying a diplomatic offensive,” oi one pristino E 
said, referring to Vietnam's efforts to improve relations with its neighbours and e 
the West, “you don’t want an unknown.” b 

Hung, who died of a heart attack in Ho Chi Minh d ity, rose to number two l 
in the politburo in 1986 and was appointed premier last June. Be 
poor health and age, many observers saw him as a transitional fig 
the old guard revolutionaries who won the wars against France and the US, and 
the younger leaders who advocate more pragmatic economic policies. E 

Hung was also born in the Mekong Delta and joined the resistance 
France when he was 16. Soon after, he was arrested and spe 


Kiet: dynamic. | 

























advanced quickly within the party and by 196; 
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` Year E 31st December | 


Profit ater taxation and minority interests 1,106m 920m 


Earnings per share pO . 44.70€ 
Dividends per share. — ordinary 34.01€ 
. — preferred ordinary 34.01c 





1,516m 
23,819m 20,020m | 





asset value per share 9.55 muli 
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| The Registers of Members will be closed from 13th to 29th April 1988 (inclusive). In order to qualify for the — 

| ordinary final dividend which, if approved at the Annual General Meeting to be held on 6th June 1988, will be 
| payable together with the preferred ordinary final dividend on 6th June 1988, all transfers accompanied by the 
| relevant share certificates must be lodged with the Company's Registrars for registration no later than 4:00 p.m. | 
| Tuesday, 12th April 1988. , 
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The mouse that roared 


A wave of anti-American sentiment follows defection of scientist 


By Shim Jae Hoon in Taipei 
T he disappearance of a nuclear scient- 
ist working for the government and 
allegations of CIA penetration into 
Taiwan’s nuclear research establish- 
ment has touched off a rare outburst of 
anti-American sentiment here. Public 
outrage over the affair has reached such 
a level that, on 18 March, Vice-Foreign 
Minister John Chang called on the pub- 
lic to restrain "emotionalism" and wait 
for the outcome of a government inves- 
tigation into the case. 

The mysterious disappearance of 
Col Chang Hsien-yi, 44, one of four de- 
puty directors of Taiwan's Nuclear 
Energy Research Institute (NERI), was 
revealed on 8 March when two legis- 
lators from the opposition Democratic 
Progressive Party claimed that the sci- 
entist had "defected" to the US carrying 
sensitive information on Taiwan's “de- 
velopment" of a nuclear weapon. 

NERI, a key component of the much 
larger Chungshan Institute of Science 
and Technology, operates under the 
Defence Ministry. It is an open secret 
that NERI is involved in researching 
and developing sophisticated weapons 
— perhaps including nuclear weapons. 
The opposition legislators have de- 
manded the resignations of Defence 
Minister Cheng Wei-yuan, chief of gen- 
eral staff Gen. Hau Pei-tsen and the 
head of Taiwan's Atomic Energy Coun- 
cil, Yen Chen-hsing. 

The US and other countries already 
in possession of nuclear arms have 
never doubted Taiwan's ability to pro- 
duce a nuclear weapon. A decade ago, it 
was reported that Washington had 
applied strong pressure on Taipei to call 
off a plan to acquire a nuclear-repro- 
cessing facility from France. Since then, 
the International Atomic Energy Agency 
(IAEA) and other concerned bodies 
have run checks on nuclear facilities 
here. The Chang affair, however, raises 
questions as to whether Taipei is con- 
tinuing research into possible military 
applications of nuclear technology. 

Government spokesman Shaw Yu- 
ming has reiterated Taipei's standard 
denial that it has any intention of man- 
ufacturing a nuclear weapon. Other of- 
ficials routinely cite a statement made 
by the late president Chiang Ching-kuo 
that Taiwan would never consider pos- 
sessing a nuclear weapon for use against 
fellow Chinese on the mainland. Pe- 
king, for its part, has cited Taiwan's deve- 
lopment of a nuclear weapon as one of 
four scenarios justifying a takeover of 
the island by force. 

Press reports here claim that Chang's 
alleged defection occurred after the US 
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became concerned about Taiwan's re- 
cent development of a long-range, sur- 
face-to-surface missile known as "Sky 
Horse," capable of hitting targets on the 
mainland. Defence officials "modified" 
the missile's software after discovering 
that Chang had gone missing, the 
media reports said. Chang has been 
fired by NERI and is being sought by 
the authorities. 

The circumstances leading to 
Chang's and his family's trip to the US 
have yet to be clarified. Chang, leading 
newspapers have said, slipped out of 
Taiwan with the help of CIA agents. 
Local immigration authorities had 
found no trace of his departure through 
normal channels. Chang's wife and 
three children are known to have left 
earlier, travelling first to Japan and 
then on to the US. 

The reports say the Changs have set- 
tled in the US, with Chang working at 


Hao; Cheng: demand for resignations. 


the US National Laboratory in Oak 
Ridge, Tennessee. The Oak Ridge facil- 
ity, set up during World War II, has 
been deeply involved in nuclear re- 
search, including research on the mili- 
tary applications of nuclear energy. 


Tots press, which has become 
lively of late due to a more relaxed 
government attitude towards the 
media, has given the Chang affair prom- 
inent coverage, triggering an unpre- 
cedented wave of anti- American senti- 
ment. Even after Taipei was abandoned 
diplomatically by Washington in favour 
of Peking in 1979, Taiwan has continued 
to rely heavily on the US to help look 
out for its economic and security in- 
terests. Nevertheless, since the Chang 
story came to light hardly a day has gone 
by without a newspaper featuring sensa- 
tional front-page headlines "exposing 
CIA activities" in Taiwan. 

Officials here have been taken aback 





| by the hostile tone of many of these 


| 
| 











stories. For example, in the 14 March 
edition of The Independence. Morning 
Post a story entitled “Almighty CIA" 
suggested that the intelligence organisa- 
tion has about 6,000 Taiwanese working 
for it as undercover agents. "The CIA 


| will use money as bait to groom you as a 


senior intellectual before asking you to 
serve the agency . . . Fundamentally, 
the CIA will order you to provide key 
and crucial information, otherwise it 
will threaten to expose you to the 
Taiwan authorities." 

And such attacks have not been lim- 
ited to the CIA. An article published by 
The United Daily News on 18 March, os- 
tensibly criticising the government for 
being weak-kneed in negotiations with 
the US on farm imports, said: "Ameri- 
cans have a habit of cheating and sup- 
pressing friends — in particular, little 
friends who are unable to fight back. 
Therefore, I did not feel strange at all 
when I heard about our chicken : 
fruit farmers being infuriated ab 
being sold out by Taiwan delegates at 
trade talks with the US.” 

Some academics and other commen- 
tators have suggested that the anti- 
American feeling has been fuelled as 
much by current trade friction as by alle- 
gations of US spy activities. 
The continued appreciation 
of the Taiwan dollar against 
the US unit and heavy pres- 
sure from Washington to 
open up the Taiwan market 
to American hogs, chickens, 
fruit and other items have 
strained Washington-Taipei 
trade ties. 

Other observers sense 
that there might be some 
domestic political target be- 
hind the press criticism of the 
US. Accusations directed at 
Taiwan’s all-powerful intelli- 
gence community for allo- 
ing Chang and his family 
slip out of Taiwan, a serious breach or 
security during the delicate time of poli- 
tical transition, could increase pressure 
on Hau to step down, an opposition 
source speculated. Hau, in his third con- 
secutive term as chief of general staff, 
oversees weapons development. 

Further revelations could also em- 
barrass President Lee Teng-hui — the 
first native Taiwanese to lead the Taipei 
government — at a time when he is try- 
ing to consolidate his power base. 


> Nayan Chanda writes from Wash- 
ington: US officials are not talking 
about Chang or his whereabouts, but 
their comments that Taiwan is not en- 
gaged in developing nuclear weapons 
are laced with reminders about how 


seriously Washington would view such a 


move. 

The US State Department noted that 
Taiwan is a signatory to the Non-Prolif- 
eration of Nuclear Weapons Treaty and 
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that all nuclear materials in Taiwan are 
subject to safeguards applied by the 
IAEA. A State Department spokesman 
said: “We are not aware of any violation 
of safeguards." However, a prepared 
statement given to the REVIEW could be 
seen as a gentle reminder to Taiwan that 
Washington remains concerned about 
and watchful over its nuclear pro- 
gramme. .—  . 

The statement: 





1G) aid: "The US is 
deeply committed to non-proliferation 
and to preventing the spread of nuclear 
weapons. We have repeatedly conveyed 
the importance we place on Taiwan's 
adherence to its non-proliferation com- 
mitments. We are confident that 
Taiwan understands the importance we 
place on its adherence to its non-prolif- 
eration commitment, and it is our 
belief that Taiwan is not engaged in 
activities inconsistent with its commit- 
ment." 
Independent analysts say that with- 
t some new development, the US 
. 'uld not have mentioned in the state- 
ment its "repeated" message to Taiwan. 
One possible reason for US concern, 
one analyst said, could have been indi- 
cations that Taiwan was again trying to 
obtain plutonium by reprocessing spent 
fuel from one of its reactors. In private, 
à senior administration official would 
not discount this line of speculation. 








n the early 1970s, repeated attempts 

by Taiwan to obtain plutonium 
through reprocessing procedures were 
foiled by the US (REVIEW, 17 Dec. '76). 
A 40 mW research reactor in the 
Chungshan Institute of Science and 
Technology, which runs on natural 
uranium and heavy water, would be 
capable of producing enough plutonium 
for a nuclear weapon if Taiwan found a 
way to reprocess the reactor's spent 
fuel. 

When the US shifted diplomatic rec- 
^enition from Taipei to Peking in Janu- 

y 1979, Taiwan felt betrayed. And in 
washington, there were fears that 
Taipei might be tempted to go nuclear 
as a way of deterring Peking from any 
military move against the island should 
the US security umbrella begin to spring 
leaks. | 

Washington's concern was such, a 
former US official told the REVIEW, 
that a US intelligence officer was 
specially trained to monitor Taiwan's 
nuclear development. 

By 1980, Taipei had given what 
Washington accepted as adequate as- 
surances that it was not developing nu- 
clear weapons. The US then issued an 
export licence for four tonnes of heavy 
water destined for use in Taiwan's nu- 
clear industry. Heavy water is used for, 
among other things, the production of 
plutonium, which is used in nuclear 
weapons. An official of the US Nuclear 
Regulatory Commission said Taiwan 
has imported a small amount of heavy 
water since 1980. ü 
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THAILAND 


Politics of power 


| Suspension of controversial hydro-dam project averts crisis 


. By Paisal Sricharatchanya in Bangkok 


3 prospect of a political crisis in 
Thailand has been averted following 
recommendations to suspend a contro- 
versial hydroelectric project in the west- 
ern province of Kanchanaburi near the 
Burmese border. The recommendation 
by a high-level government team, 
adopted on 18 March and expected to 
be approved by the Council of Econ- 
omic Ministers soon, was likely to de- 
fuse tension which has grown as a result 
of a groundswell of opposition to the 
project from environmental groups, 
university students, Kanchanaburi resi- 
dents and a broad section of the local 
mass media. 

After six months of deliberations, 
the 39-member inquiry team's decision 
was a bold one. Chaired by Deputy 
Prime Minister Thienchai Sirisamphan, 
the group was only asked to consider the 
adverse impact from the proposed Nam 
Choan Dam, and propose remedial 
measures. Instead, it decided that the 
project should be stopped for the time 
being, due to insufficient data on how 
the dam would affect, for instance, 
forestry, minerals, earthquakes and ar- 
chaeology. 

Informed sources say Thienchai, an 
ex-deputy army commander who put 
down the last attempted coup in Sep- 
tember 1985, proposed the suspension 
— it was unanimously accepted. Com- 
mented one member of the inquiry 


team: "The issue has sharply divided | 


public opinion. Though the political im- 
plications were not discussed on 18 
March, it was clear [that] the concern 
over public chaos [if Nam Choan were 
to go ahead] was uppermost on Thien- 
chai’s mind.” 

It is now up to the economic minis- 
ters to decide whether to commission 
more studies, though most analysts do 
not expect the project ever to 
see the light of day. But the 
broader controversy over 
Nam Choan is not completely 
over, as student groups and 
the Kanchanaburi residents 
still seek government assur- 
ances that the scheme will be 
killed. 

For the moment at least, 
the latest development marks 
another victory by the forces 
of conservation over those 
bent on development. Consi- 
dered an important project 
by its proponent, the Elec- 
tricity Generating Authority 
of Thailand (Egat, a state en- 
terprise), it was first halted by 
a cabinet decision in 1982 in 
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the face of similarly strong D dn 
by environmental groups. This time 
around, the stakes seemed to be higher 
for both sides, and the issue became a 
lot more politicised. 

The upper part of Kwae Yai River, 
on which Nam Choan was to be located, 
constitutes the last major source in 
Thailand from which substantial hydro- 

electric power could be generated. Egat 
planned to invest a mammoth Baht 11.6 
billion (US$405.6 million) to generate 
580 mW of electricity, roughly 9% of 
the present total installed capacity, or 
about 27o of the projected total capacity 
by 1997 when the dam was to have been 
completed. 

The sole agency responsible for pro- 
ducing electricity, Egat had argued that | 
Nam Choan was the cheapest source to 
meet a projected 8.2% annual increase 
in power demand over the next 10 years. 
Based on 1986 Egat statistics, hydro- 
generated power, aside from being 
“cleaner,” costs about half that of ther- 
mal-generated power. Of the total 6,926 
mW installed capacity at present, some 
32.5% is accounted for by hydro-power. 
The Nam Choan Dam would have be- | 
come the second-largest hydro-power 
plant, after the existing Srinakarin Dam 
(also in Kanchanaburi province) whose 
present 540 mW generating capacity | 
will rise by another 180 mW under a 
three-year expansion plan. 


E ps agency had claimed that the up- 
stream reservoir, dam site buildings 
and powerhouses would destroy only 
208 km? of forests, or less than 496 of the 
total estimated 5, 775 km? of forests that 
currently form two adjacent wildlife 
sanctuaries, Thung Yai Naresuan and 
Huay Kha Khaeng. But the dam oppo- 
nents argued that the narrow, vertical 
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| shape of the reservoir, running 70 km 
up-stream, would cut ri ight into the mid- 
die of Thung Yai (the larger of the two 
sanctuaries) and effectively divide the 
forests into two. 

Ecological and wildlife experts 
claimed the inundation to make way for 
the reservoir would immediately kill the 
rich riverine habitat of a wide variety of 
animal and plant species, and hamper 
the seasonal migration of larger mam- 
mals such as wild elephants, tigers and 
deer. In the longer run, it was feared 
this separation would upset the entire 
ecosystem. 

Thung Yai is of international ecolo- 
gical importance — the Thai Govern- 
ment late last vear proposed to Unesco 
that the sanctuary be recognised as a 
world heritage site. The site's unique- 
ness is highlighted by the convergence 
of forestry and wildlife species from 
three tropical zones: the Indo-Burman, 
Indochinese and Malay peninsula. That 
explains why the Nam Choan project al 
prompted an international outcry 
more than 40 world conservation groups. 

Spicing up the domestic dispute was 
vehement opposition by the Kan- 
chanaburi townspeople who were fear- 
ful of a disaster that could result from an 
earthquake-triggered dam break. The 
fears were prompted by the existence of 
two geological fault lines in the area, 
which were believed to be a factor in a 
major earthquake in April 1983 measur- 
ing 5.9 on the Richter scale, and numer- 
ous minor quakes since. Although these 
quakes caused no serious damage, geo- 
logy experts had urged the government 
to study carefully the seismological im- 
pact, warning that a decision to go ahead 
| with Nam Choan without such studies 
would be tantamount to negligence. 

The issue became highly politicised 
after the Thienchai inquiry was commis- 
sioned last September, with acrimoni- 
ous charges and counter-charges traded 
by the opposing camps. Many of the 
committee members were understoo 
to be privately supportive of the project, 
there was also overt backing from some 
senators. 

But by the time the committee met 
on 18 March for the final ver- 
dict, it was clear the oppo- 
nents of Nam Choan far out- 
numbered the project's sup- 
porters. The politicisation 
also meant that the economic 
arguments of the project were 
outweighed by more crucial 
political considerations. An 
increasing number of MPs, 
from both the government and 
opposition camps, had lined 
up behind the dam opponents 
in the final weeks. Former 
prime minister and senior 
statesman Kukrit Pramoj 
warned at one stage that popu- 
lar protests could topple the 
government if it decided to 
push ahead with the project. 
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The new COMPAQ DESKPRO 386/20" 


The world now has two new 
benchmarks from the leader 
in high-performance personal 
computing. The new 20-MHz 
COMPAQ DESKPRO 386/20 and 
the 20-Ib., 20-MHz COMPAQ 
PORTABLE 386 deliver system 
performance that can rival 
minicomputers. Plus they intro- 
duce advanced capabilities 
without sacrificing compatibil- 
ity with the software and hard- 
ware you already own. 


Hong Kong, Microware U.S.A. Limited, Tel. no.: 5-471289, Tix. no.: 89586. Indonesia, Emkom, Jakarta, Tel. no.: 6000080, Tix. no.: 663651. 
Beijing, Tel. no.: 3012115, Tlx. no.: 22848. People's Republic of China, Eekon— 


Both employ an industry- 
standard Intel' 80386 micropro- 
cessor and sophisticated 32-bit 
architecture. Our newest porta- 
ble is up to 2596 faster and our 
desktop is actually up to 50% 
faster than 16-MHz 386 PC's. 
But we did much more than 


simply increase the clock speed. 


For instance, the COMPAQ 
DESKPRO 386/20 uses a cache 
memory controller. It comple- 
ments the speed of the micropro- 


cessor, providing an increase in 
system performance up to 25% 
over other 20-MHz 386 PC's. It's 
also the first PC to offer an op- 
tional Weitek™ Coprocessor Board, 
which can give it the performance 
of a dedicated engineering work- 
station at a fraction of the cost. 

They both provide the most 
storage and memory within their 
classes. Up to 300 MB of storage 
in our latest desktop and up to 
100 MB in our new portable. 


Malaysia, Microcomputer Centre, Kuala 


Hong Kong. Tel. no.: 714028, Tlx. no.: 76626. Philippines, Datronics, Manila, Tel. no.: 818-2703, 
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It simply works better. 
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and the new 20-MHz COMPAO PORTABLE 386* 


Both use disk caching to inject to break the 640-Kbyte barrier today's DOS applications to 
more speed into disk-intensive imposed by DOS. make you considerably more 
applications and both will run With these new computers productive. But that's just the 
MS’ OS/2. plus the original COMPAQ beginning. For more informa- 

As for memory, get up to 16 MB + DESKPRO 386™ we now offer tion, see the listing below to call 
of high-speed 32-bit RAM with the broadest line of high- the Authorized COMPAQ Com- 
the COMPAQ DESKPRO 386/20 performance 386 solutions. puter Dealer nearest you. 


and up to 10 MB with the COMPAQ They all let you run software 
PORTABLE 386. Both computers being written to take advantage 
feature the COMPAQ’ Expanded of 386 technology, including ; | 
Memory Manager, which supports Microsoft. Windows/386 Presen- emat oiim aeneo 
the Lotus"/Intel'/Mierosoft' Ex- tation Manager. It provides ©1987 Compaq Coctpcher Corset 


panded Memory Specification multitasking capabilities with All rights reserved. 





Lumpur, Tel. no.: 7188332, Tlx. no.: 37830. Pakistan, Computer Graphics and Systems, Lahore, Tel. no.: 871546, Tix. no.: 47001. People's Republic of China, ComputerLand, 
Tix. no.: 23232. Singapore, Computer Industries Pte. Ltd., Tel. no.: 2255836, Tix. no.: 22907. Thailand, Olympia Thai, Bangkok, Tel. no.; 2340770, Tix. no.: 20191. 
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Troubled waters 


Risks lie in unresolved claims to East Asia’s seabed 


By Mark Valencia 


ith the extension of national juris- 

diction over maritime resources 
and certain activities, no seabed area in 
the East Asian seas — the Yellow Sea, 
East China Sea and Sea of Japan — is 
left unclaimed. Much of that seabed 
area is subject to overlapping claims or 
unresolved boundaries. Some disputed 
areas have good petroleum potential. 

Currently, oil prices are down; ex- 

loration and drilling have decreased. 
Becr global demand will even- 
tually outstrip supply, and as it does, the 
East Asian seabed will receive renewed 
attention. 

Northeast Asia contains probably 
the most divided regional pattern of 
state relations in the world. In addition 
to historic enmities, there are cleavages 
between communist and Western align- 
ments, and between the communist 
Soviet Union and China, as well as the 
rivalries of the two divided states, China 
and Korea. Indeed, there are four coun- 
tries — China, Japan, Korea and the 
Soviet Union — and six governments. 

Maritime issues are a relatively 
minor part of the regional strategic pic- 
ture. However, given the tenuous or 
hostile relations between most of the 
states and the likelihood of petroleum in 
disputed continental shelf areas, such 
maritime issues could become the "tail" 
that wags the "dog." 

Most of the actual or potential 
maritime boundary disputes are con- 
cerned with the ownership of islands or 
with unusual claims. For example, 
China has claimed the portion of the 
continental shelf covered with silt 
eroded from China's hinterland — the 
“silt line" principle. Problems could 
arise between China and North Korea if 
China maintains the silt-line principle 
or, alternatively, claims an exclusive 
economic zone (EEZ) extending from 
Haiyang Island, 69 km off the Liaodong 
Peninsula. 

A boundary along the silt line would 
give almost the entire Bay of Korea 
Basin to North Korea, whereas if the 
boundary was the equidistant line be- 
tween the coast of the two countries, 
most of the basin — including its core — 
would go to China; only a small pod of 
possible petroleum-bearing sediment 
would lie on the North Korean side of 
the line. 

In the Sea of Japan, the continental 
shelf boundary drawn by South Korea 
and Japan in 1974 stopped about 70 


Mark J. Valencia is a research associate at the 
Resource Systems Institute, East-West Centre, 
Hawaii. 

REVIEWMAP by Andy Tang 


nautical miles from Liancourt Rocks 
(known as Tok Do in Korean and Take- 
shima in Japanese) — two tiny islets 29 
km east of South Korea’s Ullung Do 
and 50 km northwest of Japan’s Oki Is- 
lands. Tok Do is uninhabitable and 
under the Law of the Sea Convention 
should not have an EEZ (which can ex- 
tend up to 200 nautical miles) or conti- 
nental shelf, though it may have a 12 
nautical-mile territorial sea. Since 1952, 
the two countries have disputed the 
ownership of Tok Do, which permits 
claims to about 16,600 sq nautical miles 
of sea and seabed. It is occupied by 
South Korea. 

At stake in the Sea of Japan is a 
polyhedron area encompassing the 
northeastern Tsushima Basin and the 
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southwestern Yamato Rise and Trough. 
If Japan owns Tok Do, it will obtain a 
small northeastern portion of the 
Tsushima Basin and almost the entire 
Yamato Rise and Trough. If South 
Korea owns Tok Do, then it would gain 
the northeastern portion of the 
Tsushima Basin as well as the south- 
western end of the Yamato Rise and 
Trough. 

Another potential problem in the 
Sea of Japan exists between North 
Korea and South Korea, and between 
North Korea and the Soviet Union. The 
boundaries of North Korea’s claimed 
military warning zone and EEZ extend 
beyond the hypothetical equidistant 
lines with both neighbours. North 
Korea’s claimed EEZ even extends 
beyond a hypothetical equidistant line 
with Japan based on Japanese owner- 
ship of Tok Do. 

he Yellow Sea Basin is thought to 
contain 1-10 billion barrels of oil, with 
good pfospective areas. The silt li: 
boundary would place the entire bas 
on the Chinese side of the line. If the 
boundary was the equidistant line, most 
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of the basin would be on the Chinese 
side but half of a pod of potential oil- 
bearing sediment, including a tip of the 
most prospective area, would be on the 
South Korean side. Three South Ko- 
rean — approved wells drilled on its side 
of the equidistant line proved dry. 

In the East China Sea — thought to 
contain 10-100 billion barrels of oil — 
there is a three-way claim in the south- 
ern part involving China, Taiwan and 
Japan over the Senkaku Gunto (known 
in Chinese as either Diaoyudao or Tiao- 
yu-tai), a group of five coral islands, 
about 90 nauti les northeast of 
Taiwan. Possessic th 
confer title over ab 
cal miles of the c 
wards of the 200-r 

Japan announi 
it would only d 
China, and not» 
Japan has not been 
agreement, lest it 1 

th Taiwan. Japan 

t sanction petroleum 
until ownership is resolved. 

Meanwhile, in the northern East 
China Sea an equidistant line between 
China, South Korea and Japan would 
bisect the Taiwan-Sinzi Basin in a man- 
ner which would give the largest area to 
China. China has discovered oil on the 
eastern flank of the basin core hard 
against the line. If the silt line was the 
boundary, most of the basin would go to 
Japan and South Korea, though China 
would get a tongue of the extreme 
northern core of the basin. 

In short, the silt line boundary is ad- 
vantageous for China in the Yellow Sea 
but disadvantageous in Korea Bay and 
the East China Sea. The northern limit 
of Taiwan's claim includes almost all the 
pom oil-bearing sediments of these 

asins. 

At stake in the southern East China 
Sea is a trapezoidal area encompassing 
“ortions of at least three major sub-ba- 

ns, which has good prospects in its 
northern two-thirds and in its south- 
western corner. These two sub-basins 
are separated by an area of low prospec- 
tivity around the Senkaku Islands. 

If China owned the Senkakus, most 
of the area would belong to China, in- 
cluding those with the thickest sedi- 
ment, while Japan would retain thick 
sediments on the eastern margin of the 
Taiwan-Sinzi Basin and the Okinawa 
Trough Basin. If the Senkakus were ig- 
nored in a boundary settlement, the 
southern part of the East China Sea 
Basin would be split almost evenly in 
terms of area and sediment thickness. If 
Japan owned the Senkakus, much more 
of the basin would be Japan's, though 
an area which has yielded many dry 
holes and one Chinese oil strike would 
accrue to China. If the Okinawa Trough 
axis were the boundary, almost all of the 
basin area would fall to China. 

Even if the Senkaku issue were set- 
tled amicably in favour of China, there 
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Drilling for oil: diplomatic wrangles. 


would remain a potential difficulty. The 
equidistant line between the undisputed 
islands of Japan and the Chinese main- 
land leaves on the Japanese side of the 
line an area of 9,000 sq nautical miles of 
the Asian continental shelf landward of 
the 200-m isobath. China claims the 
broad adjacent continental shelf, and 
argues that the shelf ends at the 
Okinawa Trough — near the Ryukyu 
(Okinawa) Islands — with water depths 
of 2,000 m. Japan might argue that the 
trough is just an incidental depression in 
a continuous continental margin be- 
tween the two countries and that the 
equidistant line is the appropriate boun- 
dary. 


CC has rebuffed Japan’s repeated 
offers to discuss the shelf question 
on the grounds that any solution to the 
boundary mark in the Yellow and East 
China seas must be multilateral, involv- 
ing all claimants. However, South 
Korea’s attempts to discuss the issue 
with the Chinese have been rejected be- 
cause China only recognises North 
Korea as the legitimate government of 
the Korean peninsula. Consequently, 
the outer boundaries of all South Ko- 
rean leases are disputed by China. 

China has sent drilling rigs and seis- 
mic vessels on preliminary surveys to 
areas where Chinese claims overlap 
those of its neighbours. For example, 
the Longjing 1 well was more than 64 km 
beyond a hypothetical Chinese-South 
Korean median line suggested by Seoul 
as a basis for dividing up the resources 
of the Yellow Sea and adjacent areas of 
the East China Sea. 

Since Longjing 1 and 2, Donghai 1 
and Pinghu 1 in 1981-82, China has drilled 
at least one exploratory well each year 
in contested areas of the East China 
Sea. China may be using the whiff of oil 
to lure Japan into a delimitation agree- 
ment which implicitly recognises China 
as the sole representative of the 
maritime claims, for example with its 
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“historical” approach. 
The implication is 
that Japan must agree 


cannot be ruled out, for Peking has based 


its claim to the islands on the grounds Lu 


that they are an integral part of Taiwan. 

Apart from the Taiwan issue, Pe- 
king's decision to proceed with Long- 
jing 1 in early 1981 may have been 
prompted by an impasse in secret pre- 
liminary discussions between China and 
Japan which were designed to set the 
stage for formal seabed negotiations. In 
November 1980, four Japanese Law of 
the Sea specialists went to Peking for 
unannounced talks that ended in stale- 
mate. Tokyo insisted on a equidistant 
line approach. But Peking, asserting the 
"natural prolongation" doctrine (which 
asserts sovereignty over the entire con- 
tinental shelf because it is a natural ex- 
tension of the landmass), advocated the 
creation of JDZs that would give China 
a share of the suspected oil on the 
Japanese side of the continental shelf. 

China has asked Japan to cooperate 
in joint studies on exploration and deve- 
lopment of oil in the East China Sea, 
and Teihoko Oil Co..is to establish à 
representative office in Peking sponse 
to this request. China also continues 
to woo Taiwan. Indeed, just a few 
weeks after China's announcement of 
its successful wells in 1981, it made a 
nine-point proposal to Taiwan for 
reunification talks including joint deve- 
lopment of now-known offshore pet- 
roleum resources. 

What are the possible solutions? 
One scenario would be for China and 
Japan to agree on an equidistant line — 
Taiwan would be tacitly treated as an 
autonomous province of China. Taiwan 
could perhaps be persuaded by eco- 
nomic sweeteners from Washington, 
Tokyo and Peking, to phase out its 
northernmost offshore concessions. 
Taipei would retain its economic au- 
tonomy, but would give up seabed 
claims based on its claim to jurisdiction 
over the mainland. 

Peking and Taipei might then jointly 
develop the resources on the Chinese 


uth Korea- 
Japan Joint Develop- 
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has suggested this arrangement, in- 
cluding the possibility of joint-venture 
companies in which Peking's China 
National Offshore Oil Corp. and 
| Taipei’s China Petroleum Corp. would 
| join with American oil companies, in- 
| cluding those which Taipei granted 
rights in the East China Sea. Taiwan 
might even be able to develop its 
"provincial" areas under its own author- 
ity. 
The US and Japan could promote 
this scenario by making clear that their 
recognition of Peking as the sole legiti- 
mate government of China implies Pe- 
king legitimately represents China's sea- 
bed claims, and for Japan to explore an 
agreement. The ensuing Sino-Japanese 
negotiations could focus on a com- 
prehensive agreement. Peking and 
Tokyo could then begin negotiating 


HONGKONG 


side of the equidistant line. China boundary-making in good faith, during | 


which time they could conduct joint as- 
sessment of the petroleum resources in 
the area prior to launching a full-scale 
JDZ programme. 

Joint development could be particu- 
larly attractive to China because it 
would not have to relinquish residual 
legal claims to the shelf based on its nat- 
ural prolongation theory, which it ma 
wish to continue to use vis-à-vis South 
Korea. Also, China could acquire 
Japanese technology and knowledge 
which could be applied to oil develop- 
ment elsewhere on its shelf. An alterna- 
tive would be to divide the area into dif- 
ferent portions based on the degree of 
difficulty in resolving the boundary, and 
a JDZ agreement could thus be adapted 
to portions of the seabed. 

Ownership of the Senkakus them- 
selves should not matter greatly. Be- 


An image dented 


Defeated liberals give governor cause to worry 


By Emily Lau in Hongkong 


An opposition from a small group 
of councillors and a demonstration 
by several hundred people, the Hong- 
kong Government’s white paper delay- 
ing the introduction of direct elections 
to the Legislative Council (Legco, the 
lawmaking body) until 1991 has been 
duly “noted” by Legco — and two mo- 
tions by the pro-democracy lobby de- 
feated. 

The white papri on representative 
government, published on 10 February, 
outlined minimal changes in 1988 and 
suggested that major reforms be de- 
cided by the Basic Law, a mini-constitu- 
tion for Hongkong after 1997 that is now 
being drafted by Peking. 

On 16 and 17 March, Legco debated 
the white paper, a policy document that 
cannot be altered. Some members of 
the opposing pro-democracy lobby cas- 
tigated the decision to delay direct elec- 
tions as bowing to the pressures of Pe- 
king and “hoisting the white flag to wel- 
come the red flag.” One called the white 
paper a gross distortion of public opin- 
ion and an insult to the people's intelli- 
gence. 

A motion introduced by Martin Lee 
to condemn the government for not in- 
troducing direct elections this year was 
defeated by 42-7 votes with one absten- 
tion. A further motion by Szeto Wah 
which Vids the abolition of the 
power of the district boards to elect 10 
members into Legco in 1991, was also 
defeated. Szeto described the adminis- 
tration as “a short-sighted furless rat ina 
woollen coat” and some Legco mem- 
bers as “virus carriers.” 

There was never any question that 


30. 


the pro-democracy lobby 
would make much head- 
way. Although Lee and 
Szeto are seen as its nom- 
inal leaders, the lobby 
is a loose alliance of 
politicians and pressure 
groups with little finan- 
cial support and no long- 
term strategy. Legco, 
which consists of 32 ap- 
pointed members and 24 
indirectly elected mem- 
bers, has never voted 
down a government mo- 
tion. 

Moreover, the gov- 
ernment's delaying the 
debate for five weeks 
and scheduling it im- 
mediately after the district board elec- 
tions on 10 March made it difficult for 
the pro-democracy lobby to muster 
much vocal or physical support so soon 
after the elections, all the more since 
many people see the white paper as a 
fait accompli. 

The lobby seems to have drawn some 
blood, however. Its activities have 
drawn attention to the white paper, 
especially in the European and Ameri- 
can media. Some British newspapers 
have described it as a betrayal of the 
Hongkong people. 

This contrasts with the subdued 
coverage in the local media, which for 
political and economic reasons has gen- 
erally played down the controversy. 
Senior Legco member Lydia Dunn said 
Hongkong has “wasted too much time 


| and energy in arguing among ourselves, 










Wilson: distorted image. 









cause the islands are not economically — 
self-sustaining, they may not be eligible 
as base points for claiming a continental 
shelf. Further, most bilateral treaties ig- 
nore the effect of small islands in bound- 
ary delimitation. In the following op- 
tions, the first step would be to agree to 
a 12 nautical mile territorial sea around 
the Senkakus, and leave that area for 
joint use and future settlement: 

» The region could be divided into 
north and south zones along latitude 30 
degree north, which bisects the East 
China Sea east to west, passing just 
south of Shanghai and the southernmost 
main island of Japan. The equidistance 
principle could be applied in the north 
zone. Although the existence of the 
Japan-South Korea JDZ would com- 
plicate matters, the boundary could be 
the JDZ's western edge. In the south 
zone, the Okinawa Trough would effect 


in indulging in introspection, in chasi 
shadows, and in distrusting our oi 
government." 

The Governor, Sir David Wilson, 
however, is known to be disturbed by 
the negative international coverage, 
perhaps because he thinks it reflects 
badly on him personally. The Chief Sec- 


rnanca rmes  Tetary, Sir David Ford, 
said pictures of the 
demonstration outside 


the Legco building and 
those of a 30-hour pro- 
test hunger strike called 
by 30 post-secondary stu- 
dents from Shue Yan Col- 
lege, had gone around 
the world and no one 
knew how they would af- 
-fect Hongkong's image. 

To counter the bad 
publicity, the pro-gov- 
ernment bloc, led by 
Allen Lee, also a mem- 
ber of the Executiv- 
Council (the policymak 
ing body), launched an 
attack on “a small minor- 
| ity of people" who tried 
to damage Hongkong's image. Pro-gov- 
ernment Legco member Selina Chow 
said there was a campaign to create a 
false impression that the Hongkong 
people were being shortchanged, be- 
trayed and suppressed by the decisions 
in the white paper. 

Ford rejected accusations that the 
government had ignored public opin- 
ion. The overall reaction to the white 
paper had been positive, he said, and 
the people had accepted it as a good 
basis from which to move on. Con- 
tinued pressure for direct elections was 
iei "pointless and unproductive," he 
said. 

The pro-democracy lobby has indi- 
cated it will continue to push the direct 
elections issue, but will refocus its atten- 
tion on China's draft Basic Law which 
will be published in May. ü 
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the ultimate boundary. Using the | 
coastline ratio derived from the respec- | 
tive lengths of the eastern China and | 


Ryukyu shores, the equidistant line 
boundary could be adjusted to allocate 
the south zone in a 64:36 ratio in favour 
of China. 
» TheEast China Sea could be divided 
into north and south zones as above and 
the equidistant line ne as the 
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By Emily Lau and CI 
|" an apparent : der to political 

pressure from Peking, the Hongkong 
Government is introducing new rules to 
limit foreign ownership of TV stations, 
and to bar TV licensees from being 
owned by a holding : company or to hold 
subsidiary companies unconnected with 
TV broadcasting. The changes have 
been criticised as- against. the spirit of 
free enterprise and likely to affect busi- 
ness confidence by analysts as well as 
TV interests. Perhaps more signific- 
antly, they reverse a government deci- 
sion on broadcasting made in late 1986 
after a lengthy enquiry. 

The government's 15 March an- 
nouncement will affect the renewal of 
*he licences of the two commercial sta- 

ons, Hongkong Television Broad- 
casts (TVB) and Asia Television, 
which expire on 1 December 1988. The 





. two stations have to comply with the 


new terms and conditions for their li- 
cences to be renewed for 12 years. 

The Television Ordinance currently 
requires that 51% of shares be owned by 
local ity C or companies ordinarily re- 
sident in Hongkong, and that the major- 


ity of directors be British subjects ordi- 
. narily resident in Hongkong. The recent 


decision would limit to no more than 
10% shares owned by any single foreign 
shareholder, though it would not re- 
quire Australian investor Alan Bond to 
reduce the almost 3096 shareholding he 


- built up in TVB last year. 


The definition of "foreign" is also to 
be changed to make it conform more 
closely. to China's perceptions. Origi- 
nally, local ownership was any British 
subject ordinarily resident in Hong- 
kong. This was subsequently widened to 
any Commonwealth citizen — which 





chimie fine át the Okinawa Trough. 
> China and Japan would agree to 
joint development of both north and 
south zones and to apply the equidis- 
tance principle to the remaining area 
modified by the ratio of coastlines, ig- 
noring the Okinawa Trough. 
» China and Japan would agree to 
joint development of the area bounded 
by the equidistant line between the 
Chinese mainland and Japan, the 200-m 
isobath or the mid-channel line, and the 
southwestern edge of the Japan-South 
Korea JDZ. 

In the Yellow Sea, the delimitation 
of the continental shelf between South 
Korea and China is not complicated by 
contested islands. Seoul is anxious to 
negotiate a settlement with Peking. 
China has expressed a willingness to 
negotiate, but nothing has come of it. 
First, a ec: agreement with Seoul 


meena’ 
n to reverse broadcasting policy draws fire 


2 Marchand in Hongkong 


would include Australians such as 
Bond. Now, however, a local will have 
to be the holder of a “permanent iden- 
tity card.” This has been branded by cri- 
tics as a singularly racist document as it 
excludes anyone not ' ‘wholly or partly 
of Chinese race" not born in Hongkong, 
but includes any person of Chinese race, 
whatever their nationality, resident in 
HE ong for seven years. 

e Secretary for Administrative 
Services and Information, Peter Tsao, 
told the REVIEW that control on foreign 
ownership was necessary so that TV sta- 
tions would not "fall into hostile 
hands." This is said to be a reference to 
Taiwanese interests, but critics claim 
the move was targeted at critics of Pe- 
king, rather than at Taipei. 

e move has negative conse- 
quences for Bond who built up his TVB 
stake at a HK$14.00 (US$1. 30) a share, 
a price which analysts said could only be 
justified by ultimate control. Now Bond 
is to be denied the right to go for con- 
trol. Analysts criticise this redrawing of 
the ground rules, and fear the move 
could damage Hongkong’s appeal as a 
centre for foreign investment. 


5 November 1986, the government 
rejected proposals by its own Broad- 
casting Review Board (BRB) to sepa- 
rate TVB's broadcasting subsidiary 
from the holding company in order to 
prevent "abuses" caused by the cor- 
porate links. The then attorney-gen- 
eral, Michael Thomas, told Legco: 
"The government . . . proposes that the 
structure, ownership and control of TV 
licences should continue to be governed 
by existing D and the spirit of 
existing legislation." However, the gov- 
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is not urgent for Peking — the oil pot 

tial is not great and China has oil- 
sources elsewhere in undisputed area 
Secondly, for China, negotiating wi 
South Korea might be interpreted as de 
facto recognition of two Koreas. = 
For these reasons, China would pre- 
fer to leave boundaries with South 
Korea unresolved. Actual confro 
tion over the issues is unlikely, 
with the warming of relations 
tween China and South Korea, Chin: 
discoveries of oil and gas within 80 km 
of the equidistant line may stimulate re- 
solution of the boundary issue, possibly 
employing a joint venture, or joint deve- 
lopment of the disputed area. To start the 
process, South Korea might agree to modi- 
fy its equidistance stance to accommo- 
date China's position, thus focusing joint 
development on the area between China's 
silt line claim and an EI line. oO 








ernment said the Broadcasting Asher. 
ity could in future propose to change the — 
law if there were genuine grounds for | 
concern. B 

The chairman of TVB, Sir Run Run | | 
Shaw, said the recent decision rep- 
resented a complete reversal of the gov- 
ernment's public commitment in 1986, du 

Tsao said TVB had outsmarted the | 
government for many years by creating 
a holding company which owned the 
TV station as a subsidiary. | 

The reasoning behind the govern- 
ment's decision in 1986 remains un- 
clear, but it is understood that Tsao, 
who was the policy secretary at the time, 
was sent away to Brusselsasaresultofa | . 
power struggle between him and a fac- | 
tion led by then chief secretary Sir |^. 
David Akers-Jones. | 

Tsao is believed to endorse the BRB- 
recommendations and he also has the 
support of Exco and Legco member 
Allen Lee, who is chairman of the | . 
Broadcasting Authority. The recent | 
changes might be the result of attempts 
by Tsao and Lee to overturn what was 
decided in 1986. Whatever the explana- | 
tion, they show howsusceptiblethegov- | | 
ernment is to pressure, to passing fancy po- 
or to its own disunity. a 

TVB, the territory’s largest and most- 
profitable TV company, would be espe- - 
cially hard hit by the changes. Earnings 
growth from broadcasting is maturing, 
so additional profit sources have been 
developed in programme licensing and 
home videos, entertainment promo- 
tion, publishing and tour operations. A 
holding company was created to own 
the diverse operations, which held the 
licensee TV company as a wholly owned 
subsidiary. 

TVB shareholders might benefit 
from any spin-off from these high growth 
assets. But TV broadcasting, the core |. 
asset, would be shorn of other earnin s | 
support, at a time when cable TV might | 
make heavy inroads into the traditional dis 
viewing market. us 
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Guess who’s boss 


| Party leader Zhao pre-empts Acting Premier Li’s debut 


By Robert Delfs in Peking 


| i n a major policy speech on future poli- 


| the openin 


tical and economic reform, Chinese 
Communist Party (CCP) General Sec- 
retary Zhao Ziyang pre-empted Acting 
Premier Li Peng’s debut performance at 
of the seventh National 


People’s Congress (NPC). Zhao’s 


| speech, delivered on 15 March at a ple- 
| nary meeting of the CCP central com- 


mittee, received wide publicity in 


China's major newspapers on 21 March | 
| — just four days before the NPC was to - 


| Convene, 


As a statement of policy, Lrs ex- | 


pected report to the NPC on govern- 
ment work has, according to one West- 
ern dipl omat, been "rendered meaning- 
less" even before it was delivered. The 
practice of delivering an annual report 
on the work of government was initiated 
during Zhao's own tenure as premier 
and became an important platform for 


| major policy statements. 


| gress in October last year, Z 


Expanding on the reform program- 
me he presented to the 13th party con- 
ao called 
for greater openness in party and state 
affairs, changing the functions of gov- 
ernment institutions and speeding up 
the economic development of China's 
coastal regions. 

Zhao said: "We must speak the truth 
to the whole people about major inci- 
dents concerning social stability, ex- 
plain policies and enlist people's sup- 
Pure Ma Pe extensive eua 
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This is vital to forming a mechanism of 
checks and balances among the 
people." 

e central committee adopted © 
Zhao’s report and approved name lists 
of candidates for top state posts and for 
leaders of the Chinese People’s Political 
Consultative Conference (CPPCC). 

The decision to convene a party 
plenum immediately prior to the NPC 
session — the first time these two events 
have been scheduled so closely together 


| since 1978 — seems intended to dem- 


onstrate that the authority to deter- 
mine policy remains strictly in the hands 
of the party. The inescapable corolla 
is that Li's job as premier will be limit: 
to implementation and execution. 

This was already implicit last Oc- 


| tober. The breadth and detail of Zhao's 


13th party congress report left little pol- 
icy-making scope to the next premier. 
But there has been speculation recently 
in the Hongkong press that a new power 
struggle is under way between Zhao and 
Li, with Li supposedly representing the 
interests of conservative, anti-reformist 
elements of the leadership. 

Since the political tremors of last 
year — caused by an open struggle be- 
tween reformist and conservative party 
factions — even the appearance of di- 
vided authority has become abhorrent 
to the party leadership because of fears 
it could lead to serious destabilisation in 


the event of Chinese leader Deng 


‘Little’ Chun's comedown 


Former president's brother under investigation 


By John McBeth in Seoul 


O nly a month after handing over 
power, Chun Doo Hwan may be get- 
ting the uneasy feeling that his critics 
have started to snap at his heels as new 
President Roh Tae Woo seeks to put 
more distance between himself and 
Chun's Fifth Republic. Given the omin- 
ous storm brewing around his younger 
| brother's management of the corrup- 
tion-plagued Saemaul rural-develop- 
ment movement, he may be right. 

If Chun was a decidedly unpopular 
figure, 45-year-old Chun Kyong Hwan 
— Little Chun, as he is known — is even 
more so. Beef growers, angry over his 
controversial 1984 importation of 
American cattle, referred to him in a re- 
cent REVIEW interview as “a national 


traitor." And when he visited New Jer- 
sey's Kikoo Restaurant in 1986, Korean- 
American diners threw eggs at him. | 

With Roh publicly encouraging free 
expression, Seoul's newspapers have 
been homing in on the younger Chun. 
“There can no longer be any ‘safe haven’ 
to escape this kind of investigation,” said 
the Tonga libo newspaper in a pointed 
dig at past presidential protection. “To 
say it in more concrete terms, Mr Chun 
must not be left out of the people to be in- 
vestigated.” 

Chun flew to Japan on 18 March as 
the controversy grew, but two days later 
he returned to face questioning by gov- 
ernment: prosecutors investigating the 
alleged ee of billions of 








 Xiaoping's death. Party leaders, in de- 
ciding to publicise Zhao's speech prior 
to Li's report being presented to the 
NPC, may be seeking to eliminate any 
ambiguity about Zhao's status as 
Deng's heir-apparent. 

But the move was not aimed primar- 
ily at curbing Li, a junior leader with no 
real support base — though he is the late 
premier Zhou Enlai’s step son. 
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— itself a key p rm objective. 
The exceptiona ower wielded 
by Zhao himse Was premier 
has made the ne &demonstra- | 


tion even more ui 

The distinction 
political system be 
model of a vanguai 


sts believe. 
*Xists in any 
the Leninist 
presumed to 


won in Saemaul fu 


^f property. “Frankly, I was surprised 

ie came back," said one administration 
source. “But the ex-president realises 
this is a hot issue and if it remains un- 
touched, the opposition will use it.” 

At a press conference the day after his 
return, the man who is still listed in the 
state-run Yonhap News Agency's Korea 
Annual as the movement's honorary 
chairman, said he would take full re- 
sponsibility for whatever emerges from 
the investigation. At least 29 key 
Saemaul and Home Ministry officials, 
many with close links to Chun, are under 
suspicion. 

Perhaps fearing a backlash against 
himself, Chun Doo Hwan sent a message 
to Roh on 19 March saying an inquiry 
was desirable "rather than be open to 
_ criticism by the mass media and popular 
voices." The former president's reaction 
came as he prepared to leave for a three- 
week visit to the US at the invitation of 
President Ronald Reagan and the New 
York-based Council on Foreign Affairs. 

Developed by president Park Chung 
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represent the will of the people. In 
China, it was further confused during 
the Cultural Revolution of the late 
1960s and early 1970s, when the party 
and state bureaucratic systems broke 


down. Since then, the anomalous struc- | 


ture at the apex of China's leadership 
has left the party-state relationship even 
more muddied. 

The essential thrust of Zhao's politi- 
cal-reform programme is to insti- 
tutionalise the functional exercise of 
power — in particular the power of the 
party, which has remained highly infor- 
mal, excessively concentrated in indi- 
vidual personalities and, hence, vulner- 
able to abuse. Despite a succession of 
state constitutions and party charters, 
no formal definition of the party's 
leadership role was ever attempted until 
Zhao’s report to the 13th party congress 
last October. 


The party's political leadership, - 
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ds and the illegal use 


Hee in the early 1960s to improve the 
welfare of the rural population, the 
Saemaul Undong network rapidly 
became an important vote-catching 
mechanism for Park’s Democratic Re- 
publican Party and later Chun’s ruling 
Democratic Justice Party (DJP). Many 
critics consider it has now outlived its in- 
tended usefulness. 

A retired lieutenant-colonel who 
worked in the Blue House under Park, 
Chun Kyong Hwan served as secretary- 
general of Saemaul between 1981 and 
1985 and then as chairman up until the 
time of his resignation in February last 
year when political demonstrations were 
moving towards their June climax. The 
power he wielded during those years and 
his penchant for riding roughshod over 
various ministries earned him many 
enemies in South Korea's bureaucracy. 

Indeed, controversy seems to follow 
him. In August 1986 he hurriedly left for 
the US after his name was linked to polit- 
ically connected gangland figures impli- 
cated in the grisly knife murders of four 
men in a Seoul nightclub. Although the 


| 

















Zhao wrote, “means that it formul 
political principles, points the politic 
direction, makes major policy decisioi 
[including those in the areas of internal 
and foreign affairs, the economy and 
defence], and recommends cadres for 
key A ol in organs of state power." — — 

he central committee has now 
exemplified this scheme by adoptin 
Zhao’s speech and name lists of cand 
dates for state and CPPCC posts — the 
first time the party’s role in selecting 
government leaders has been exercised 
openly and explicitly. 

On the surface, it appears that | 
Zhao’s plan for separating party and | 
state functions has strengthened the | E 
party's role. But Zhao's former pre- | - 
dominance as the architect of economic | 
reform did not stem from his premier- 
ship. His authority derived from — and 
his party and state posts merely express- | T 
ed — Deng's personal delegation of au- | 
thority, approved by other key party | - 
leaders. i1 

Candidates for state posts have al- | E 
ways been selected by the party but, in | - 
the past, the process was secret and in- 
formal. Now that the party has formally 
adopted name lists to be presented to 
the NPC and the CPPCC, the fiction 
that those bodies are autonomous en- 
tities has been dropped. In theory, how- . 
ever, the recommendations are not - 
binding. Making the present process of 
party control transparent and explicit 
has paradoxically expanded the NPC's 
and the state organs’ scope for real au- 
tonomy in future. 

Zhao has in no way reduced the 
p of the party, but by formally de- 
ining the party's leadership role and 
codifing the manner in which it is to be 
exercised, Zhao has begun to set limits 
to that role for the first time. ü 


officially explained purpose of his trip 
was to enrol in a rural-development 
course at Harvard University, he never 
went through with the course and even- 
tually slipped back into the country. 

Despite his brother's departure from | E. 
the Blue House, Chun had until recently | 
harboured political ambitions of his. 
own. He was dissuaded by the DJP from - 
having his name included among more |. 
than 1,400 prospective candidates for 
the National Assembly elections in April, 
and he is also said to have been talked out 
of standing as an independent in his 
hometown of Hapchon in South 
Kyongsang province. 

Anxious to form his own power base, 
Roh has used the candidate screening 
process to trim a number of Chun Doo . 
Hwan's prominent supporters, among 
them former DJP secretary-generals 
Kwon Ik Hyon and Kwon Jung Dal, and 
the ex-president's brother-in-law, Kim 
Sang Koo. In Chun Kyong Hwan’s case, 
Roh may have to go a lot further to con- 
vince people that old influences do not 
work any more. RI 
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Leaning on the superpowers 


Afghan peace talks hinge on a US-Soviet understanding 


By Ahmed Rashid in Geneva 


E ven as the US and the Soviet Union 
were taking steps towards detente 
and a possible superpower summit later 
this year, their two allies — Islamabad 
and Kabul — hardened their positions 
at the UN-sponsored Geneva peace 
talks on the Afghanistan conflict. By the 
end of the third week of the Geneva par- 
leys which began on 2 March, it ap- 
peared that the Afghan deadlock could 
be settled only through an understand- 
ing between US Secretary of State 
George Shultz and his Soviet counter- 


part Eduard Shevardnadze who were |! 


meeting in Washington on 22-23 March. 

While UN mediator Diego Cordovez 
was putting the finishing touches to the 
details of the already agreed parts of the 
Afghan negotiations, the key to the 


overall settlement depended on a “sym- — 


metrical” superpower agreement, in 
which the Soviets accept the US de- 
mand that Moscow cuts its military 
aid to Kabul, at the same time as 


Washington stops arming the anti- 


Kabul mujahideen guerillas. 


Symmetry — the new buzzword of | 
superpower detente, especially as it re- | 
lates to the Third World — is based on | 


the idea that neither side has an advan- 
tage over the other, or at least should 
not appear to have one, so that both 
leaders can sell a deal to their domestic 
constituencies. 

Last summer when a Soviet with- 


BURMA 


| 


drawal was on the cards, the US under 
secretary of state Michael Armacost 
was confronted with the angry leaders 
of the mujahideen groups in Islamabad. 
They told Armacost that a settlement at 
Geneva would leave the guerillas with- 
out any military aid from Washington, 
but the Soviets would be allowed to con- 
tinue arming the Kabul regime. Since 


Reagan welcomes Afghan fundamentalist Eshan Jan 





Resentment boils over 


Brawl turns into riot over failing economy 


By Paisal Sricharatchanya and Bertil Lintner in Bangkok 


A: apparently spontaneous outburst 
of violent, student-led disturbances 
in Rangoon in mid-March underscores 
resentment among Burmese intellectu- 
als and the urban elite over the coun- 
try's deteriorating economic conditions. 
By 19 March, the week-long unrest ap- 
peared to have been quelled but the 
Burmese capital remained tense and, 
said one visiting Western diplomat, 
"ominously quiet." 

Public disturbances are rare in 
Burma, where the regime of veteran 
strongman Ne Win keeps a rigid control 
of political dissidents. In this context, 
the latest troubles appeared unor- 
ganised, having welled. from pent-up 


frustrations. They were sufficiently seri- 
ous to prompt an indefinite postpone- 
ment of a scheduled visit to Rangoon by 
Thai army commander Gen. Chaovalit 
Yongchaiyut. 

Persistent but unconfirmed reports 
circulating in the Rangoon diplomatic 
community said up to 10 people were 
killed in street clashes with government 
troops and more than 500 arrested. If 
true, these are the worst incidents since 
the last major student unrest in 1974 


goon University campus to recover the 
body of UN secretary general U Thant, 
a Burmese for whom the students 
wanted to perform their own funeral 





when government troops stormed Ran- 


then, first wit 
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clear determination, the US administra- 


tion has elevated symmetry to be the 


major plank of its Afghan policy. 
Diplomatic sources said that though 
the Soviets accept the logic of sym- 
metry, it is a sensitive and ideologically 
tough decision for them to make. To ac- 


| cept an aid cut-off to Afghanistan — a 


sovereign state, ruled by a communist 
party and a close Soviet ally — would set 
a dangerous precedent for Moscow. 
The Soviet apprehension appears to be 
that such a move could be repeated in 
future peace settlements in Angola or 
Cambodia. Recently, Soviet leader 


Mikhail Gorbachov hinted to a visiting 
group of US senators that capitulation 


AP 


to this demand of symmetry 
would sharpen the knives of 
politburo hardliners, who think 
that US-Soviet detente has gone 
far enough. 

The Soviets argue that an 
aid cut-off to Kabul is n 
part of the Geneva accor 
and therefore is unacceptable. 
Ironically, it was Pakistan that 
led the way in trying to get the 
Americans and the Soviets off 
that hook, by incorporating 
symmetry into the Geneva 
accords. 

“The obligation [in the 
Geneva accords} to refrain 
from interference and inter- 
vention includes the obliga- 
tion to refrain from supplying 
arms and equipment for creating 

. disorder inside a state," Pakis- 
tan's acting foreign minister, 
Zain Noorani, told a press con- 
ference on 16 March. "It would 
be inconsistent with this princi- 


rites. Scores of demonstrators were be- 
lieved killed at the time. 

The recent troubles were ignited by 
seemingly minor incident on 12 Marcu 
involving a tea-house brawl between 
students of the prestigious Rangoon In- 
stitute of Technology (RIT) and neigh- 
bourhood youngsters near the campus, 
north of downtown Rangoon. Govern- 
ment security units quelled the fight, 
but under circumstances that are still 
not clear. The government subsequently 
announced that one RIT student died of 
gunshot wounds. An independent fore- 
ign source claimed more died. 


hat might have incensed students at 
WW RIT and at other campuses was that 
the government did not publicly disclose 
the death of Maung Phone Maw, 23, un- 
til several days later. The road leading 
to RIT was cordoned off by government 
troops on 14 March. Then, following a 
lull, on 17 March anti-government ral- 
lies broke out at Rangoon University 
and the Arts and Science University. 
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ple if one of the groups or factions in- 
side Afghanistan continued to receive 
foreign arms and the other [was] pre- 
cluded from receiving supplies,” he 
added. 
Noorani’s statement was the first 
hint at what can be agreed in Wash- 
ington. If Moscow. admits that the 
regime of President Najibullah is only a 
faction and controls 0% of Afghan 
territory, as N imself admit- 
ted to a Pakis er last year, 
'utting aid to 


ust complying 
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internationally r 
called the Durand 
cated by the Britis 
ghanistan has nevi 
Sources said ' 
controversy with 
Moscow and that Soviet special 
envoy in Geneva, Nikolai Kozyrev, was 
furious. As the Afghan regime struggles 
for survival, Moscow is finding it more 
and more difficult to control its surro- 
gate. There has been some apprehen- 
sion in Geneva that the Afghan delega- 
tion could just walk out of the talks with- 
out Soviet permission, if an agreement 
was reached to cut off Soviet aid to 
Kabul. ute ase 
Moscow responded on 17 March by 


The border, 


ed this new 
rance from 






On the same day, a government 
commission headed by Ba Maw, a mem- 
er of the Council of People's Justices 
«he judiciary), was set up to inquire 
into the cause of the RIT student's 
death. The commission has asked wit- 
nesses to come forward and testifv. It is 
scheduled to report its findings by 17 
April. 
Diplomatic and other sources re- 
ported that the worst incidents occurred 
on the afternoon of 18 March, when 
World War II tanks and armed troops 
were brought in to put down rioting in 
. downtown Rangoon by students and 
townspeople. According to a surpris- 
ingly detailed account in the Working 
People's Daily — one of two state-con- 
trolled English-language newspapers — 
the rioters burned a number of vehicles, 
set fire to the ground floor of a state- 
run cooperatives' shop and intercept- 
ed a fire engine that was going to the 
scene. 
"There was evidence of widespread 
looting. Street lamps were smashed,” 
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declaring that if there was no agreement 
at Geneva, it would unilaterally with- 
draw its troops anyway. Diplomats said 
the move was partly to call Pakistan’s 
bluff and force it to sign the accords, but 
also to bring Kabul into line. A Soviet 
withdrawal without an agreement 
would create no ceasefire and the Na- 
jibullah regime would be faced with a 
continuing civil war, without Soviet 
troops to back the Kabul authorities. 

However, the Soviet announcement 
reflected the growing unease in Moscow 
about the Geneva talks. Only a day ear- 
lier, a Soviet spokesman had said that 
any delay in signing an agreement 
would only defer a Soviet withdrawal — 
the implication being that withdrawal 
was inevitable. | 

Kabul's growing panic is also due to 
US assurances to Pakistan that any 
agreement by Washington on symmetry 
could also include a reference to Soviet 
help in forming a coalition government 
in Kabul, which has been another point 
of discord in the talks. Such a Soviet as- 
surance would allow Pakistan to sign the 
Geneva accords, by fulfilling the its de- 
mand that an interim coalition govern- 
ment including the mujahideen and the 
Afghan refugees be formed before the 
Soviet pullout. 

As the focus of Afghan talks shifted 
from Geneva to Washington, and the 
Afghan delegation became more bel- 
ligerent, UN mediator Cordovez was 
faced with the even more difficult task 
of carrying out a holding operation until 
the results of the Washington talks were 
known. If the superpowers accept the 
principle of symmetry, Pakistan would 
be willing to sign an Afghan peace 
agreement — but the wild card remains 
the Kabul regime. 





said one diplomat. Other witnesses re- 
ported clashes between stone-throwing 
rioters and riot police and soldiers who 
fired teargas at them. At least 10 
truckloads of rioters were seen being 
taken to Insein Jail. No formal curfew 
was declared, but government vehicles 


mounted with loud-speakers told 
people to stay home. 

Burma watchers said there had been 
signs of tension in Rangoon since last 
September's brief student riots which 
were prompted by a demonetisation of 
various currency notes (REVIEW, 17 
Sept. '87). Discontent is said to be still 
growing over how the economy of the 
richly-endowed country has plunged in 
recent vears. Last year, Burma sought 
and was granted least-developed coun- 
try status by the UN, thus recognising 
it as one of the 11 "poorest" nations 
in the Asia-Pacific region. The coun- 
try’s foreign exchange reserves have 
dropped from a high of US$253.7 mil- 
lion in 1980 to US$27.1 million last 
December. 





| pending negotiations to renew the 1978 


Nepalese industrial goods. Hari Ba- 


| leged administrative malpractices has 


| broader sweep against corruption and | 


| will be able to block any opposition bid 












Cabinet reshuffle brings 
in government critics 


By Kedar Man Singh in Kathmandu z 
N epal's Prime Minister Marich Man 
Singh Shrestha, in a major cabinet 
reshuffle, shunted aside six highly con- 
troversial ministers, and brought into. 
his 33-member cabinet two women and . 
the first Muslim minister in the predo-- 
minantly Hindu country, Mohammed . 
Mohsin, who took over the tourism- 
portfolio. ub 
In the new line-up, Shrestha also re- 
mains minister of defence and royal. 
alace affairs. His deputy Shailendra . 
<umar Upadhyaya retains the portfolio - 
of foreign affairs, though he lost land re- . 
form and management to newly ap- 
pointed cabinet member Padma Sun- 
dar. Panchayat (legislature) and Local 
Development Minister Pashupati Rana 
and Water Resources Minister Yadav 
Prasad both retained their portfolios. 

A significant re-entry to the cabinet 
as the minister for housing and physical 
development — a new ministry created 
by King Birendra — was Prakash 
Chandra Lohani. Parshu Narayan 
Chaudhari, a staunch supporter of 
India, was given the new portfolio of 
commerce, the key ministry involved in 


trade and transit treaties with India 
which give preferential access for 


hadur Basnet retained his portfolio 
of communications but lost public 
works and the transport ministry to 
Deepak Bohara. S 

Shrestha’s fight against widely ab |. 


lost six ministers their jobs. Dismissals |. 
include former ministers for forest and | 
soil conservation, Hem Bahadur Malla: . 
home affairs, Prakash Bahadur Singh; 
and tourism, Ramesh Nath Pandley. A 





gold and drug smuggling has seen 163 
civil servants dismissed, and 73 people 
arrested, including an army colonel. 
Analysts say the reshuffle has 
strengthened Shrestha's hand, and indi- 
cates that his government is likely to |. 
take a tougher stand against the opposi- |. 
tion, especially after his successful co- | 
opting into the cabinet of a number of | — 
older politicians, many of whom were |... 
critics, such as Bohara. Along with the 
support of the 28 parliamentary 
nominees of King Birenda, Shrestha 


to get the 60% support needed in the. 
140-member legislature to overturn his- 
policies. ! 
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Immigration lottery 


New law aims to lure professionals and entrepreneurs 


By Nayan Chanda in Washington 


Ac designed to entice more 
ur professionals to emi- 
grate to the US, the new Immigration 
and Nationality Act passed on 15 March 
by the US Senate may provide further 
impetus to the brain drain and flight of 
capital from less developed countries. 

The law, which still has to be passed 
by the US House of Representatives 
and signed in by President Reagan, 
would open new doors for profession- 
als and investors who can help the 
American economy, though it would 
drastically curtail “chain migration" of 
brothers and sisters of those 
who have established US citi- 
zenship. 

The most significant new 
element of the act, which sets 
the immigration level at 
590,000 a year, is the creation of 
a new category of “indepen- 
dent” immigrant who would be 
accepted on the basis of qualifi- 
cations and entrepreneurial 
ability rather than family ties. 
Under the current law, 90% of 
immigrants qualify because of 
family ties and only 10% are 
selected according to labour 
market needs. The new act 
would raise job-related “inde- 
pendent” immigration to 21% 
of the total intake. 

The current law admits 
54,000 for job-related reasons, 
half of whom are “professionals 
and persons of exceptional 
merit” — the other half are 
those able to perform skilled 
and unskilled jobs for which 
there is a shortage of employ- 


able and willing people in the US. The | 


new law would increase the number in 
both these categories by 600, and add 
two new categories allowing entry to the 
US based on job skills and the ability to 
invest. 

Under the first new category, 55,000 
educated and skilled professionals 
would be admitted each year according 
to a point system based on age, educa- 
tion, experience, English-language 
skills and occupational demand. Of a 
possible total of 95 points, 50 would be 
required to qualify to register. The first 
11,000 of the new category would be 
selected by lottery from those who score 
80 points or better, and the rest of the 
quota would be filled from the remain- 
ing eligible applicants, also chosen by 
lottery. The proof of a US job offer 
(labour certification) that is normally 
required for job-related immigrants 
would be waived for this category, 





The act also would establish an “em- 
ployment-creation” category under 
which up to 5,000 visas would be 
granted to individuals who invested at 


least US$1 million in a new commercial 


enterprise and created at least 10 jobs 
within six months of obtaining a visa. 
This investor provision of the bill 
proved controversial — some senators 
denounced it as “elitist” and designed to 
help “fat cats” buy their way into the 
US. As a result of the opposition, the 
originally dp meade investment amount 
was reduced from US$2 million to US$1 


Amerasians in Bangkok on route to the US. 


million, but the opponents of the provi- 
sion failed to have it scrapped. The sen- 
ate's judiciary committee report said 
that the bill's provision is intended to 
“infuse new capital into the country, not 








to provide immigrant visas to wealthy - 


individuals." Whatever the intention, 
the likely effect of the bill is to attract to 
the US entrepreneurs from developing 
or unstable countries. 

While the creation of the new inde- 
pendent category has not drawn any di- 
rect criticism, a variety of new immi- 
grant groups have condemned the dras- 
tic reduction in the so-called fifth-cate- 
gory visas allocated to brothers and sis- 
ters of US citizens. The groups say the 
cut goes against the traditional impor- 
tance attached to family reunion as the 
cornerstone of US immigration policy. 
Already prospective immigrants under 
this category in China, Hongkong, 
South Korea, the Philippines and India 


have to wait between five and 11 years. 
The reduction would only add to that 
backlog of applicants. 

(However, the availability of visas 
for the e and children of resident 
aliens will be increased from the current 
ceiling of 70,200 to 143,000. This is ex- 
pected to expedite the visa applications 
of spouses and children from countries 
such as the Philippines.) 

The co-sponsors of the bill, Republi- 
can Senator Alan Simpson and Demo- 
cratic Senator Edward Kennedy, lead- 
ers of the judiciary committee, rejected 
the criticism. They argued that the lion's 
share of the visas is still reserved for 
family members. Congressional sources 
said that the nationalinterest — particu- 
larly felt in shortages of certain skill 
groups, such as in engineering, linguis- 
tic training and nursing — dictated the 
creation of a special category. 

Another reason behind the move ap- 
pears to be a concern about an 
overwhelming tide of migratic 
from the Third World. TI 
judiciary committee report 
noted that currently 85% of US 
immigration comes from Latin 
America and Asia, and that 
there remain in these two re- 
gions many people who have 
immediate family ties with 
| those who have acquired US 

citizenship or permanent resi- 
dence. The creation of an inde- 
pendent category is expected to 
“redress the balance” by allow- 
ing more European immigrants 
into the US. 


» Jacqueline Rees writes from 
Canberra: Australia. took in 
113,309 immigrants in the 1986- 
87 fiscal year, of whom 9,037 
were skilled migrants; employ- 
er-nominated migrants 8,353; 
and business migrants 3,535. 
Arrivals of business migrant 
are expected to vastly increas 
in 1987-88 — the governmen: 
has tripled the Business Migration 
Scheme's promotion budget to A$1.2 
million (US$885,000). Business mig- 
rants have to invest A$500,000 in 
cash or A$150,000 in cash and other as- 
sets, and possess proven business exper- 
tise. 


» Ashley Ford writes from Vancouver: 
Canada admitted 149,384 immigrants 
last year, of whom 65,691 came from 
Asia — Hongkong alone supplied 
23,000 migrants. Under a points scheme 
introduced in the 1976 Immigration 
Act, would-be immigrants have to ob- 
tain a score of at least 70 points based on 
various factors such as education, lan- 
guage ability, age, occupation and 
"adaptability" to Canada. Asians are in- 
creasingly taking advantage of the in- 
vestor and business programmes which 
require immigrants to invest C$250,000 
(US$200,000) in Canada. 
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Fast. Staying Westin. 


Whoever said it's tough at the top 
obviously hasn't stayed Westin in 
Singapore. 

The Westin Stamford, tallest hotel in 
the world no less, with its megaview of the 
city clear across to the Straits of Malacca. 

And The Westin Plaza with its 
exceptionally spacious rooms and every 
state-of-the-art amenity for the business 
traveller. 

‘Iwo outstanding hotels side by side at 
the crossroads of the business and tourist 
districts. Both, in their own way, the 

eae height of luxury in Singapore. 
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Hont Kong Aow M La + Manil M Pi ! 
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TRAVELLER'S TALES 


€ | HOPE readers liked the rather off- 
beat cover we used last week of a multi- 
coloured pussy cat with questionable 
skills as a mouser, symbolising the Deng- 
ist dumping of dogma. Non-ideology 
is the fashion these days. I liked the car- 
toon about glasnost in the Soviet satiri- 
cal magazine Krokodil which depicted 
two Russian citizens in Red Square, one 
saying gloomily: “They tell us to use our 
cix eile but they don't tell us what to 

O. 


No danger of that in Taiwan, where | 


entrepreneurial 
Casey Hammond 
sign in Taichung, t 


talent is blooming. 
photographed a shop 
e owner of which is a 


man to watch: he’s busy breaking a 
monopoly established by Peking: 





Another humorous touch in Taiwan: 
Lily Lu photographed a mobile blood- 
collection bus near the Sun Yat-sen 
Memorial Hall, which punningly at- 
tracted potential donors: 





Salesmanship is just as strong in 
Pakistan, where Sunita Deshpande 
bought a pair of socks for her husband, 
which the manufacturer had done his in- 
adequate best to present as imported: 





ailand results 
in curious brand names too. Pakorn is a 
common name there, and I presume 
that the makers of a pair of children’s 
jeans, purchased by Yoko Kumamoto, 
simply elided the name to shorten it, but 
with a most inappropriate result. 
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But that is probably preferable to the 
pleasures of an escort service advertised 
in Bangkok this Week and spotted by 


Peter Seidlitz: 


Nice Thai & Foreign Girl 
‘For Any Occasion_ 


Escort Center 
service 






€ THAT is nothing to what is offered 

to the guests of Bangkok’s Erawan 
Hotel — if you have a member of the 
family with you: 


SPECIAL ACCESS FOR HOTEL 
GUESTS TO BRAHMA SHRINE 










For convenience of hotel guest wishing to 






worship highly-revered Brahma Deity, 






please proceed through the sidewalk along 






the main building and present your Hotel 






Welcome Card at the small gate nest to 
the Erawan Bakery, The guard at the 







shrine will allow you to enter and leave 





without leaving the hotel compound 







Flower, candle and incest are on sale 





inside the shrine 





at the rates established 





and shown at the shrine. 






€ VARIOUS 


notices 


admonitory 
greet the Traveller round the region. 
Some of them are quite chilling. Take 


the wording of this parking ticket, is- 
sued to driver John Curran by a Singa- 
pore hotel (as Curran remarks, he al- 
ways tries to stick to the regulations, but 
feels rather uneasy when required to 
adopt them as a lifetime creed): 


The acceptance of this ticket implies your total and unrestricted 
adhesion to the regulations governing the use of the parking 


We limit ourselves to letting you a parking space and we accept no 
responsability as trustee 





€ GUESTS checking into the Heping 
Gun hotel in Harbin, China (as did Paul 
Svejstrup Nielsen) are given a fairly 
frightening booklet entitled Service In- 
formation Notice to the Guests. 











Dereh Davies 


It starts off with the usual list of 
documents needed to register, and con- 
tinues: "Those who have infectious dis- 
ease, or with wife and children are not 
received," which is hardly encouraging 
to family life. It goes on: “Don’t ex- 
change your bed with others or let 
somebody live in the room. Please show 
your hetel card on your own initiative 
when you are returning to the Hotel. 
You are allowed to meet your guests in 
the lounge." 

After making it clear that “All dam- 
ages will be dilled to guests," the Notice 
really puts the wind up its clients: 
"Please set (take) off the sockets of 
water, electric lantern and television be- 
fore leaving the room or go to bed." 

€ STILL, such cold hospitality, with 
its Thurberish vision of electricity leak- 
ing out of plugless sockets, is positively 
warm compared with the welcome ex- 
tended to guests by a rooming house in 
Vancouvers Chinatown. Peggy Lai 
sends its very special set of regulations: 


TENANTS RULES 


__.NO NOISE. NO DRUNK NO TROUBLE. 
NO PET. NO LAUNDRY SERVICE 

__ITSMLEGAL IF YOUR FRIEND OWNS 
THE MAIN DOOR'S KEY. 

— NOT PERMIT TO ENTER OTHERS 
ROOM ESPECIALLY OWENER NOT 
PRESENT 

___ DO NOT SCREW AROUND AFTER 1O 
P.M. NO WANDERING 

— .MUST CLEAN THE BATHROOM & TOI- 
-LET AFTER USED. % DRUG 

. .EUERY THING OR COLOUR NEED TO 

| CHANGE MUST BEEN PERMITED BY 

| THE MANAGER TIRST. AND HAVE TO 
| RESET BEFORE MOVE QUT. 

| — #37 CHARGE EVERY TIME NEED T- 
-0 OPEN THE DOOR. 

— EVERY THING DAMAGE OR BEEN DIRTY 
INCLUDING CARPET WILL CHARGE A 
PEMALTY. 


— NO PILLOW NOR BIANKET SUAALY 


€ PASSENGERS on the Hongkong- 
Macau ferry are hardly treated like 
princes. Karl Eikenberry photographed 
the notice which greets them on board: 





























€ DISEMBARKING passengers 
could make straight for one of Hong- 
kong's most imposing central buildings, 
the Landmark, only to find that repair 
work in progress has severely limited its 
facilities: 


The reparation work is carrying 





out. Please use the toilet on 





floor. 





In 1987, Schiphol and Changi were again chosen as the ‘best airports in the 
world’ by three independent surveys. 

Philips compliments them on their well-earned achievement, and complements 
their excellent facilities with a wide range of high technology. 

For Schiphol Amsterdam, the airport authority has developed an ambitious 
U.S. $700 million expansion project. 

By the mid-90s Schiphol will be capable of an annual traffic throughput of up to 
25 million passengers and over 1 million tonnes of cargo. 

Philips is helping with energy-efficient terminal lighting, new-generation non- 
glare apron floodlighting and many other technical aspects of this massive project. 

We have also been commissioned to implement the first international CIDIN 
(Common ICAO Data Interchange Network) node as a modernization of the existing 
AEROPP message switching system for the worldwide Aeronautical Fixed Telecommug 
cations Network, AFTN. 
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> worlds best airports. 


For Singapore's Changi International Airport, we supplied its long.range 
ATC and airport surface detection radars, outdoor lighting and the public address systems 
in Terminal I, while the new Terminal II will be equipped with Philips technology to a 
combined value of some U.S. $ 15 million. 

This includes public address, CCTV and energy-efficient lighting as well as a 

nputerized Flight Information Display System (FIDS II) that will integrate the 

flow of data among the public, administration and operational areas of the terminal and 
display the right information, in the right format, at the right place. 

A Philips AEROPP system helps Singapore to play a key role as a regional 
AFTN node. 

From technical systems to professional services, Philips complements the needs 
of airports the world over. 
Philips. The sure sign of expertise worldwide. 
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The city of Krishna 
shimmers under the sea 


By Lincoln Kaye in Dwaraka, Gujarat 


S? clear is the Arabian Sea here off 
India’s westernmost tip that from 
the deck of the National Institute of 
Oceanography (NIO) divers’ ship Ved- 
havati, that one can clearly see the di- 
vers 10 m below. One jockeys an under- 
water TV camera into position, while 
another measures off a massive stone 
block with a black-and-white striped 
scaling rod. Now that the kelp is 
cleared, the masonry of the submerged 
fort wall is clearly discernible. It is about 
3,500 years old. 

S. R. Rao, one of the foremost 
archaeologists of post-independence 
India, has set the scientific community 
here abuzz by finding these ancient 
stones precisely where one should have 


expected them: under the sea just off 
the coast of the town that 


bears the name of Dwaraka, 
“golden” capital of the legen- 
dary god-king Krishna. 
Thousands of pilgrims 
throng here every year to 
worship the  blue-skinned 
deity. According to the epic 
poem Mahabarata, Dwaraka 
was inundated by a sudden 
rise in sea level just 36 years 
after it was founded. The 


flood was foretold by 
Krishna, who ordered its 
evacuation. 


If Rao's discovery is in- 
deed Krishna's Dwaraka and 
the Mahabarata is to be taken 
at its word, the lord of this 
city was uttering the sublime 
philosophy of the Bhagavad 
Gita at a time when the an- 
cient Britons were building 
Stonehenge and the licenti- 
ous king Shang Chou was 
staging orgies in the forests of Henan. 

From an archaeological standpoint, 
the undersea ruins represent a missing 
link in tfe pre-history of this sub-contin- 
ent which establishes a continuity of 
culture dating back more than 5,000 
years. That means that India, rather than 
China, may be the oldest surviving 
civilisation on earth today. 

Not that the Dwaraka ruins are by 
any means either the oldest or the most 
extensive relics to be found hereabouts. 
At the Indus river sites of Mohenjo- 
Daro and Harappa, whole cities have 
been unearthed that date back nearly 
five millenia. In Lothal, a few hundred 
kilometres east of here, Rao himself dis- 
covered remnants of a bustling seaport 
outpost of Indus valley civilisation. 
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Around Dwaraka the very dust you 
scuff up strolling along beaches and 
backroads contains recognisable pot- 
tery and bangles dating to 2000 BC. 

But the latest undersea find is more 
exciting to archaeologists than these 
older relics because it helps fill in a 
1,000-year "blank." Epics such as the 
Mahabarata, describing events gener- 
ally believed to have occurred around 
1500 BC, recount the clashes and in- 
trigues of courtly and opulent city-states 
scattered across northern India. Yet the 
physical evidence unearthed before 
now — just scattered potsherds and 
tools — would scarcely suggest such an 
evolved material culture. 

This discrepancy prompted earlier 
scholars to dismiss the epic accounts as 


Archaeologist S. R. Rao: searching for India's Atlantis. 





hyperbole written to glorify “kings” that 
amounted to mere tribal chieftains and 
“cities” that were scarcely more than 
nomad camps. According to this ver- 


sion, the Aryan clans whose exploits are | 


detailed in the Mahabarata were origin- 
ally no more than Central Asian 
marauders who despoiled the Indus val- 
ley cities and ushered in a millenium- 
long pastoral “dark age” before the ad- 
vent of Buddha and the first historic 


| kings of India around 500 BC. 


As for the high civilisation of 


Mohenjo-Daro, Harappa and Lothal, | 


according to conventional wisdom, it 
went the same way as its contem- 
poraries in ancient Egypt, Babylon, 
Sumeria and Mesopotamia: great cul- 
tures now utterly extinct. That latest 








Dwaraka discoveries, though, suggest 
that India's dark age may not have been 
so dark after all. 

Over the past five years, the NIO 
team has come upon traces of streets 
and palaces, temples, fortifications and 
docks scattered along more than 30 km 
of coast, both onshore and off. In sheer 
scale, the far-flung ruins would suggest, 
Krishna's Dwaraka seems to have been 
not just a town but a full-fledged city 
state with multiple settlements. The ad- 
ministrative capital alone, according to 
the Mahabarata, required land reclama- 
tion of 12 Yojanas (about 32 km?). 

Nor are the NIO finds limited to 
massive architecture — artifacts, too, 
have been unearthed, ranging from ex- 
quisitely carved seals to half-tonne 
stone anchors. Knifeblades, pottery 
fragments and beads are so common 
that they clutter the desk drawers 
Rao's office. The Dwaraka site is simp _ 
too rich in artifacts to rely on haphazard 
gleaning by divers. So the NIO team 
suctions up seabed sands onto the dive- 
ship deck for sifting. Among the more 
notable finds so far: a conch- 
shell seal whose animal-motif 
ornamentation suggests Bah- 
raini influence te potsherd 
bearing inscriptions that 
seem to combine phonetic 
symbols of Indus valley and 
Semitic origin. 


Aqu new-found plethora 
of physical evidence for 
Mahabarata-era urban cul- 
ture prompts a fundamental 
reassessment of the relation- 
ship between the Hara 
pan culture, its “aborigina 
neighbours and its Vedic suc- 
cessors. It also injects a new 
note of historicity into schol- 
arly interpretations of th: 
mythic Krishna: if the god- 


- 
,* 


king actually trod these 
Streets and built these 
UNCONKAYE | walls, then he cannot be 


dismissed as a composite 
hodgepodge of tribal or cult deities. 

And what are we to make of the 
Mahabarata’s account of Dwaraka’s in- 
nundation by the sea? What could have 
caused such a cataclysm? Could it have 
been as abrupt as it is described, cover- 
ing the whole city to the tips of its golden 
spires within a period of a week? How 
could it have been predicted in time to 
allow the citizens to evacuate? 

In response to such questions, Rao 
and his colleagues can only point to 
Suggestive coincidences, rather than 
conclusive answers. Off the Gujarat 
coast, seabed-sandstone rocks found as 
deep as 60 m show evidence of having 
been exposed at high tide as recently as 
10,000 years ago — the merest eyeblink, 
in terms of geologic time. 
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Digging under the present-day pil- 
grimage shrine of Dwarakadesh here, 
archaeologists find the layered ruins of 
successive cities interlarded with layers 
of seabed sand, suggesting that the site 
has been submerged and reclaimed 
more than once. As for what could 
cause the sudden immersion of these 
coastal sites, Rao rules out factors like 
earthquakes or a cave-in of the seabed, 
since such events would leave traces of 
rock-shearing and building collapse, 
none of which is in evidence. 

A likelier explanation, he says, is a 


rise in the level of the sea — a phenome- | 


non which is known to have occurred at 
about that time (1500 BC) in Bahrain. a 
few thousand kilometres away from 
Dwaraka along the Arabian Sea littoral. 
But Rao remains in the dark about what 
would account for the abruptness of the 
rise and how it could have been forecast. 
He is intrigued by the hypothesis of a 
colleague, theoretical geophysicist J. G. 
egi, that the cycles of human civilisa- 
uon are in phase with those of sea-level 
changes as well as planetary and lunar 
conjunctions. The cycles run to about 
550 years, which would neatly account 
for the layering of ruins at the 
Dwarakadesh site. If they happen to 
coincide with cataclysmic geologic 
events of the sort suggested in the 
Mahabarata, so much the better for 
Rao’s claim that his undersea find is 





Krishna’s capital. But Negi’s work is | 


based on statistical inference, not cause- 
and-effect linkages. 

Mahabarata-era divines might well 
have been capable of very accurate as- 
trological calculations. But modern 
science would be at a loss to explain — 
much less predict — a sudden sea-level 
increase in terms of astral con- 
vergences. Were Krishna and his con- 
temporaries in possession of lore that is 
lost to us now? 

At least they were aware of earlier, 
‘anished, cities on the site of their 
Dwaraka, literary evidence suggests. 
The Puranas (early historic texts) relate 
how Krishna and his brother Balarama 
were nonplussed when a pair of giants 
turned up at their court claiming to be 
the king and princess of Kusasthali, 
a precursor of the Mahabarata-era 
Dwaraka. King Raivata had brought his 
daughter Revati to the god Brahma to 
arrange a marriage, but was so en- 
tranced by the music that he dozed off in 
the god’s waiting room for 500 years. 

By the time he got back to earth, his 
city had disappeared and had been 
supplanted by Dwaraka, the legend re- 
lates, and the human race had di- 
minished to lilliputian proportions. The 
story ends with Balarama solving the 
ancient king’s dilemma by shrinking the 
princess down to more manageable di- 
mensions and marrying her. Rao and his 
NIO team, then, are not the first deni- 
zens of Dwaraka to encompass the 
giants of the past with the technology of 
the present. Oo 
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Kachin State: World War Il remembered. 
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Opium and memories of war 
linger on the Ledo Road 


By Bertil Lintner on the Ledo Road 


he Ledo Road, in the classic tradi- 
tion of military highways, cuts for 
most of its length straight through the 
thick forest of the Hukawng Valley in 


| western Kachin State. There is hardly a 








bend in sight on the plains. Only the first 
100 or so miles of the road zig-zags its 
way up from the railhead of Ledo in 
Assam in the west — which gave the 
road its popular name — over the steep 
Patkai range, and down to Shing- 
bwiyang in the Hukawng Valley on the 





other side of the watershed which forms | 


the international frontier. 

The idea of a road from India across 
northern Burma was first conceived 
by American Gen. Joseph ‘Vinegar 
Joe’ Stilwell after the Japanese had oc- 
cupied most of Burma by December 
1942. It was no longer possible to ferry 
in supplies via Rangoon and through 
Burma to the Nationalist Chinese forces 
who were fighting the Japanese in Yun- 
nan. The old Burma Road from Lashio 
to Kyukok on the Sino-Burmese border 
had been cut, and Stilwell thought the 
solution lay in a new road from the 
Allied bases in India, through the 
Hukawng Valley to Myitkyina — the 
administrative centre of the Kachin 
Hills — and down to Bhamo and Nam- 
kham where the new road would link up 
with the old Burma Road to Wanting 
across the border in China, opposite 
Kyukok. 

This road-building project was possi- 


bly one of the most ambitious ever un- | 


dertaken in Southeast Asia. First went 
Stilwell's American-trained Chinese di- 
visions, driving the Japanese before 
them. On either side, in flanking move- 











ments, Chinese and American patrols 
provided security for the road construc- 
tion teams. On the heels of the Chinese 
divisions came the trail-blazers, mark- 
ing out the line with axes for the ar- 
mour-plated bulldozers that followed. 
Last came the main labour force who 
blasted the road, metalled it and con- 


| structed steel bridges across the in- 


numerable streams and rivers in the 
Hukawng Valley. 

The labour force was also one of the 
most mixed in the history of road con- 
struction anywhere in the world. 
"Chinese, Chins, Kachins, Indians, 
Nepalese, Nagas, Garos slashed, 
hauled and piled,” Lieut-Col Frank 
Owen recollected in his book The 
Campaign in Burma. “Negroes drove 
machines. Black, brown, yellow and 
white men toiled shoulder-deep in the 
streams, belt-deep in red mud. In one 
camp 2,000 labourers spoke 200 differ- 


| ent dialects.” 


It was the British Empire, with 
American backing, which struck back 
against the Japanese. Town after town 


| was conquered, and even Myitkvina fell 


on 3 August 1944, after a 78-day-long 
siege by the Allies. Stilwell's dream 
came true, and barely two years after he 
had accepted responsibility for building 
the road from Ledo, it joined the Burma 
Road and became a new, laterite high- 
way stretching from Assam to Kunming 
in China, a total of 650 miles. 

The Ledo Road today is not what it 
once was. Stilwell built a 30-ft wide, 
double-tracked, metalled, trenched, 
banked and bridged all-weather road 
down which flowed weapon-carriers, 


Aa 


guns and tanks. The Indians still main- 
tain their portion of the road — from 
Ledo Ai to the border pass at Pangsau in 
the Patkai Range — but on the Burmese 
side, large stretches of it have returned 
to jungle. 

Most of the road is, like infrastruc- 
ture elsewhere in Burma, neglected and 
falling apart. Jungle creepers and grass 
have taken up almost half of the road 
and today two vehicles cannot pass one 
another unless one of the them swerves 
into the encroaching vegetation. 

Convoys of 50-60 lorries make two or 
three trips a year from Mogaung on the 
ee railway, 85 miles 
westwards through the Hukawng Valley 
to the garrison town of Tanai by the 
upper reaches of the Chindwin river. 
From there, smaller vehicles can use 
the road during the dry season up to 
Shingbwiyang and sometimes, if the 
weather is good, to Namyung in the 
Naga Hills, 35 miles from the S inae 
Pass. The road ends at Namyung. with 
only a footpath to the Indian border. 

The necessity of moving in convoys 
today is prompted not by the presence 
of any Japanese troops, but because of 
frequent ambushes launched by rebels 
of the Kachin Independence Army 
(KIA) who operate in the area. The 
KIA has been fighting for autonomy 
within a Burmese Union since 1961 and 
it, in effect, controls most of the Kachin 
area today. The Ledo Road and the 
small towns along it are about all the 


present Burmese Government can 
claim in western Kachin State. 

I reached the Ledo Road after a long 
and arduous trek through the swamps 
and jungles between it and the 
Chindwin river in the west. Some 200 
KIA guerillas provided security. I was 
incapacitated by an infected leech bite 
during the part of the journey when we 
crossed the Ledo Road so I was on 
elephant-back. There were no signs of 
government troops in the vicinity, 
though the nearest Burmese army out- 
post — at Tingkawk — was only a few 
miles away. We stopped at a small vil- 
lage along the road and had fresh, bot- 
tled fruit juice which bore the appro- 
priate label “Ledo Orange." 

It was as if time had stood still. Many 
local villagers had not seen a white face 
since the last war, and old men fre- 
pey asked about the whereabouts of 

ergeant-major Jones, Private Wilson 
or that American fellow, John some- 
thing. Nearly every male above the age 
of 50 seemed to have served with the 
US-raised Kachin Rangers, or the 
British-organised Kachin Levies. Both 
were guerilla units made up of local 
Kachin tribesmen who fought behind 
Japanese lines in the 1940s, alongside 
the Allied forces. 

The younger Kachins today talk with 
pride about their grandfathers, fathers 
and uncles who fought together with 
the Americans, with Field-Marshal Sir 
William Slim’s 14th Army, the 28th 





West African Division, or the legendary 
Chindits, who were raised by one of the 
war's most remarkable men, British 
Maj.-Gen. Orde Wingate. 

Charles M. Simpson, a retired US 
Army officer, writes in his book /nside 
the Green Berets that the Kachin Rang- 
ers alone ultimately numbered about 
11,000 men who "kept the Japanese 
under surveillance, raided, ambushed 
and harassed without cease." The high 
command in the CBI (China-Burma- 
India) theatre credited almost 90% of 
its intelligence reports to these Kachin 
tribesmen, and 85% of the 10th Air 
Force's targets. 


A" to Simpson, Stilwell once 
asked the leader of a successful 
Kachin Ranger Unit how they could be 
so sure of the large and exact number of 
Japanese killed in a single battle. The 
Kachin opened a bamboo tube and 
dumped a pile of dry ears on the table: 
"Divide by two," he told Stilwel 
Simpson wryly comments that “it woulu 
seem that the Kachin kill figures were 
based on sound mathematics. Their own 
casualties were remarkably light: only 
22 Americans and 184 Kachins killed.” 
Although the practice of severing 
ears has been brought to a halt, the le- 
gacy of World War II is still evident in 
todays KIA. There are company 
sergeant-majors, platoon sergeants, and 
being highlanders, it is hardly sur- 
prising that the Kachins felt close to 
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The miracle-worker 


Cardinal Sin and the Miracle of Asia by Felix B. Bautista. Vera- 


Reyes Inc., Manila. No price given. 


I! Spee nae Cardinal Jaime Sin had 
not made a broadcast on 22 February 
1986 urging Manila’s citizenry to rally to 
the city’s military camps in support of 
a surprise revolt, Ferdinand Marcos 
would surely still be ruling the Philip- 
E today. The prelate's call to his 

ock was one that ensured his place in 
Philippine history. 

Before that particular moment of 
glory, Sin had succeeded in irking many 
of his countrymen by behaving like a 
politician. He was seen by some as being 
too friendly with the Marcoses because 
he celebrated Mass for them on special 
occasions and attended functions at 
Malacanang Palace ("after all," he 
reasoned, “they are my parishion- 
ers"). 

His statements to the press, even 
after Benigno Aquino was assassinated, 
did not turn fully censorious about the 
Marcos regime until the country began 
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simmering dangerously, 
prior to that grand erup- 
tion of defiance which 
drove Marcos and his 
gang out of the country. 

The cardinal’s per- 
sonality is one that has 
been termed, at various 
times, as delightful, op- 
portunistic, exasperating 
and charismatic. One of 
his main claims to fame, 
of course, rests on his 
being the only church 
dignitary with the highly improbable 
name of Sin, which derives from his 
Chinese ancestry. What has reinforced 
the cardinal's image of unconventional- 
ity has been what Filipinos like to call 
his "actuations," acts often in keeping 
with the drollness of his name. 

Veteran Filipino journalist Felix B. 
Bautista, the cardinal's biographer, rec- 


Sin: uncon ventional. 





ords the foreign press’ 
reaction of incredulity 
and amusement when 
Sin was elevated to the 
Sacred College of Cardi- 
nals in Rome. He quote: 
a joke that made the 
rounds in Manila at the 
time about Marcos ap- 
proving his henchman 
Gen. Fabian Ver's hit list 
and declaring that after 
Sin's liquidation, "peo- 
ple will find he was just a 
mortal sin." 

Bautista used to edit 
the now-defunct week- 
ly newspaper, Veritas, 
which operated with the 
backing of the Roman 
Catholic Church. The 
cardinal’s longtime as- 
sociate and close friend, Bautista is 
known to be his speechwriter, so when 
he quotes at great length the speeches 
which the archbishop gave at home and 
abroad, Bautista presumably is quoting 
himself. 

Sin's origins are interesting in that 
they mirror the classic pattern set by 
countless other Chinese migrants to the 
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the Scots. One morn- 
ing in a KIA camp 
in western Kachin 
State, we could hear 
bagpipes sounding 
forth Scotland the | 
Brave and  Amaz- | 
ing Grace. Sheep's || 
stomachs are in short. 
supply; the Kachin“ 
bagpipes today are. 
made of car tyre inner 
tubes, covered with lo- 
cally woven 
cloth, 9 © 7 

Partly because of their distinguished 
martial tradition, the Kachins today 
maintain the. strongest and best or- 
ganised ethnic resistance army. 


However, not all memories from - 


World War I and the Allied powers are 
pleasant. The British policy was to pa 
for services from the local people witi 
opium. This was done on a limited scale, 

tthe arrival of the US forces im- 
diately changed that. 

Ian Fellowes-Gordon, another 
British officer who served in northern 
Burma during World War II, wrote an 
excellent account of the fighting, enti- 
tled The Amiable Assassins. He remem- 
bers how. US Air Force aircraft flew in 
large quantities of opium from India 

| and distributed it “with typical effi- 
ciency, in ample, generous doses. 
Whereas in the [British-organised] 
Northern Kachin Levies, the kani [or 


Philippines. Sin's father left his native 
province of Amoy (Xiamen) when he 
was in his 30s to settle in Manila where 
he eked out a living as a junk dealer. He 
later moved to a small town in the 
province of Aklan on Panay Island 
where he set up a small business which 
quickly prospered, establishing him 
as a respected member of the com- 
tunity. 

Having married a local girl who 
made him convert to Catholicism, he 
produced 16 children. According to his 
son Jaime, Sin senior was not pleased at 
having one of his offspring enter the 
priesthood. Jaime says of his father: 
"Being Chinese, he was a business- 
minded and materialistic person." It 

| was his mother who helped him fulfil his 
| vocation. 


B autista's book, subtitled The Mira- 
cle of Asia, paints an endearing por- 
trait of the prelate which sometimes ver- 
ges on the maudlin. It also glosses over 
the fact that the cardinal was taken in by 


Marcos’ dep aioe charismatic leader- 
ship and by Imelda who is described as 


having “an interior beauty that was re- 
flected in her many good deeds for the 
poor.” Like other books that have ap- 
peared about the 1986 uprising in Mani- 
la, Bautista’s book reconstructs those 
four exciting days in February, high- 


‘tartan | TheLedo Road: rebels stop a convoy. 


opium] was given only to villagers in ex- 
change for labour and food, the Ameri- 
cans were now paying a number of their 
levies with it. The men were entitled to 
draw pay in cash or in opium and could 
also buy the drug in liberal quantities. 
As a result, it was starting to circulate as 
currency and it seemed as if, rather than 
being able to cut down the use of it, we 
[the British] would have to step up 
ours." 

Opium as a currency, and opium ad- 
diction, are perhaps the two worst 
legacies of World War II in the Kachin 
Hills. More people, as a result, began to 
grow it locally when the US Air Force's 
aircraft no longer brought in supplies 
from India. Tax on the opium provides 
some income for the rebels today, 
albeit negligible compared to the vast 
amounts Burmese army officers collect 
in bribes and tea money to allow transit. 


lighting Sin's role in the event. Like all 
those Filipinos who credit supernatural 
forces with having helped overthrow 
Marcos, Bautista spares no hyperbole 
in describing the factors that contri- 
buted to the success of that revolt. 

Because the line between church and 
state in the Philippines is a fuzzy one, it 
is interesting to read of Sin's role in per- 
suading Salvador ‘Doy’ Laurel to drop 
his plan to run for president to become 
Corazon Aquino's running mate. Sin re- 
calls the event by describing how a 
tear ran down Laurel's cheek when 
he acceded to the archbishop's en- 
treaty to form a united front with 
Aquino. 

Not long ago, Sin again effected a 
kind of reconciliation between Aquino 
and Laurel when he got the two together 
at his palace a year after Laurel quit the 
cabinet in disgust. In his usual light- 
hearted way, Sin described his media- 
tion as "a marriage encounter between 
two estranged officials." However, a 
Manila newspaper columnist reported 
that some bishops were not entirely de- 
lighted by Sin's politicking and asked 
why "the nation's most senior execu- 
tives allow their spats to be settled by a 

rince of the church." What, he asked, 
as become of the separation of church 
and state? 

Those who wish he would curtail his 
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puzzled. > ba 
become outright anti 
American as a result. 


“Those Yanks didnt 
care as long as it was ` 
only we Kachins who - 

now | 


suffered. But 
when their own kids have become ad- 








loaded Dakota aircraft that ca 
India, and he recollects with a big sm 
"The opium was very good, no com- 
plaints about that. I almost became ad- 
dicted myself." Pos 

Despite a feeling of being aban- 
doned by their erstwhile Western com- 
rades-in-arms, the Kachins fight on with 
a mixture of pride, bitterness and cour- 
age. A third generation of Kachins has 
grown up to continue the tradition of 
their grandfathers and fathers; it is a war 
that never seems to end. 








public pronouncements belong to the 





big smile: ; : 


ultra-rightist Catholic element as well - 


as the religious militants. Ordinary 
Filipinos themselves were not amused 
when the cardinal thundered, after the 
fatal sinking of two ships last year in 
which more than 3,000 people perished, 
that the tragedy was God’s way of 
punishing the country. “Somebody has 
to pay for our sins,” said Sin. “In the 
Philippines, we have our national sins 








— sins of people who are dishonest and - je 


corrupt." Such statements do not en- 


dear him to his people. cpm 






Readers of Bautista's biography will | - 





conclude that the archbishop is a | | 
thoroughly human person with his heart | . 


in the right place. But having aroused | _ 
some pes ire on several occasions, |. 
have to rethink his role as pious |. 


he wil 









pontificator and risque raconteur, so as | - 


not to be totally out of line with issues 
facing his troubled country. 


During the recent festivities marking 


the second anniversary of the "people 
power revolution," the cardinal deliver- 


ed a homily once again over nationwide | 
radio, exhorting Filipinos to unite once | 
more. Whether his fractious flock will | 
take heed this time looks doubtful. The | 
miracle which he and many others say- 
occurred two years ago looks like one 


that will not be replicated. 
— isabel Taylor Escoda 
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Confucian cachet 


Taking Japan Seriously: A Confucian Perspective on Leading Social Issues 
by Ronald Dore. The Athlone Press, London. US$37.20. 


his book is a tale of two Ronald 
Dores; Dore the Japanologist, eager 
to share his insights into why Japan 
has become the most resilient economy 
in the modern world, and Dore the so- 
cial thinker, one of the sharpest | 


academic minds in Britain, pausing to 
reflect on some of the major social is- 
sues of the late 20th century. Unfortun- 
ately, the book, based largely on arti- 
cles published elsewhere and for differ- 
ing purposes, does rough justice to both 
and is a disappointing sequel to the 


author's superb Flexible  Rigidities 
(REVIEW , 7 May '87). 
Dore turns the orthodox con- 


vergence theory about Japan on its 
head. Instead of Japan becoming in- 
creasingly like the advanced industrial 
economies of the West, the Western in- 
dustrial economies are moving more to- 
wards the Japanese model of capitalism. 
In Dore's view Japan has just adapted to 
the technological and organisational 
challenges of the late 20th century, 
hence the need to take it seriously. 

The reasons for this success, all of 
which are familiar, include an accept- 
ance of the role of government in devis- 
ing industrial policy; the virtual institu- 
tion of annual pay increases in the 
"spring offensive" which helps takes 
the inflationary sting out of pay negotia- 
tions staggered over the year, as in Bri- 
tain; the life-time employment of flexi- 
ble, skilled workers in companies which 
emphasise consensus rather than con- 
frontation; a hierarchy of enterprises in 
which the most efficient companies at- 
tract the best workers and pay the best 
wages; and a strict meritocracy, especial- 
ly in the educational system where in- 
stitutions at all levels are ranked accord- 
ing to the ability of their students. 

Moreover, Japanese corporations 
. flourish in an environment which stress- 
es fairness and compromise, unbur- 
dened, as in the case of Britain, with the 
vestiges of an elite upper-class culture 
which has consistently despised produc- 
tion and whose shadow still casts a pall 
over the economy — the smart jobs are 
 inthe City, or at least were until last Oc- 
- tober, the naff ones in industry. 

Dore offers a number of specific pro- 
posals about how to achieve fairness in 
social and economic structures. These 
take their cue from Japanese practice 
but some have antecedents in British 
mid-century corporatist practice. They 
include a loan-insurance fund for em- 
ployee training; genuine enterprise 
democracy with full worker participa- 
tion; and new rules on takeovers to in- 
hibit the use of much-needed capital for 
plant investment in takeover speculation. 
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What chances any of these have of 
implementaion and how workable they 
would be in practice is open to debate, 
but in the late 1980s, especially in the 
aftermath of the stockmarket collapse, 
the tinsel of the simplistic free-market 
approach to the economy has lost its 
shine, quicker and more irreversibly 
than many would have imagined possi- 
ble. Intervention, if it ever really was 
absent, is making a comeback. 

As the stockmarkets were melting in 
October, Wall Street reassured itself 
that the US cavalry, in the shape of the 
Federal Reserve Board, was coming 
over the hills to the rescue, and the 
British Government's privatisation of 
British Petroleum could only get off the 
ground after the government guaran- 
teed that it would buy back the shares 
if the price fell below a set level; as 
one Labour Party wag put it, the first 
privatisation with a measure of re- 
nationalisation built in. 


Ox cannot take issue with Dore for 
offering prescriptions. Something 
has long been rotten about the state of 
British industry and it is essential that 
serious debate rather than ideological 
Obsession returns to centre stage. It is 
more germane, however, to take issue 
with the view of Japan with which we 
are presented in the book and asked to 
take seriously. 

The innocent reader could come 
away from this book with the impres- 
sion that the Japanese have indeed un- 
corked the genie of how to manage an 
advanced industrial economy success- 


Tokyo property prices have created a social divide. 
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ting pressure from the stronger side, 
is a wholly unenviable one and sure 


to provoke tensions as Japanese 
corporations move overseas and 
try to reproduce similar relation- 
ships. 


The concern for setting standards 
and devising tests to measure them 
often leads to unnecessary, irrelevant 
ritual in which how you do something 
rather than what you do, or even 
whether it is worth doing, is the overrid- 
ing concern. Enterprise unions may be 
important in developing notions of 
shared community in the firm but they 
have done nothing to push for a redis- 
tribution of the profits from the yei © 
appreciation swilling around the Tok 
stockmarket or sunk into land specula- 
tion at home and abroad, to give the 
workers more spending power, a sine 
qua non for expansion of the domestic 
economy. 

And in the field of education is Japan 
really such a meritocracy? The days 
when a bright farmer's son from a local, 
provincial high school could sail into 
Tokyo University have long since pass- 
ed. More than 50% of freshmen at 
Tokyo University graduate from private 
high schools whilg more than 5096 of 
undergraduates at Oxford are products 
of state schools. 

Finally, what of the price of land 
which in Tokyo has risen by an average 
of more than 80% in the past couple of 
years, putting a house way beyond the 
means of the average person and creat- 
ing a new class of instant rich, the high 
price of food, the generally poor range 
available (except in expensive shops), and 
the distribution system which makes i 
cheaper to buy many Japanese product. 
overseas? All these phenomena pull so 
hard against the interests of the con- 
sumer. Are they too not lessons from 
Japan, ones about unfairness and how 
not to structure your social, economic 
and political relations? 

But then from the late 19th century, 
the Japanese have made a success of 
modernisation not simply by learning 
from the West but by selective learning 
about what they imagine to be the 
strengths of the West. Of course, it is 
now absolutely vital for the West to 
repay the compliment. But in so doing 
we should not exclude from the debate 
the negative aspects of Japanese society 
lest the Japanese convince themselves 
even more than now that the sum of 
their economy and society is greater 
than the parts, and we should resist the 
temptation to dress up the positive ones 
in the garb of lessons from Japan. 

~~ Derek Massarella 





2000 c BY/MARCH 1988 FAR EASTERN ECONOMIC REVIEW. D 





bit ifn SN SE AA TASTE Ne Mere at ne ipai a e a aae ADAE A ip Ea EANA AAA rer aA A AAAA A AA A A — — m : — e 


MINE Portae rire erdt AT mA Hc des pe ttti py RAP AM Zeta a EPH tA LMI S o arde tA RNID PN At emen enti LNIUWLA 









RE <3] A member of the Jardine Matheson Group 





% to record level —— 
s per share up 40% 
He ong Kong and Australia, 77 new retail outlets opened 

In UK, 2596 of Kwik Save acquired 

|n Taiwan, new supermarket business established 

Shareholders' funds increased by 15696 

US$200 millio ion of Convertible Cumulative Preference Shares issued 
Investment properties i in Australia and eee sold for more than HK$1,000 million 
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| The Branch Register of Noe in Hong Kong wail be cosed from 25th to 29th Apri 1988 TEM to: cnl those | 
| shareholders entitled to the proposed final dividend of HK 12 cents per ordinary share which will subject to approval at | 
the Annual General Meeting to be held on 1st June 1988, be payable on 6th June 1988. 
A preferential dividend on the Convertible Cumulative Preference Shares at the rate of 6496 per annum will be | 
payable on 29th April 1988 in respect of the period from the date of issue of such shares to 30th April 1988. 


- enna beater i ————€——————— REPRE: 


Dairy Farm international Holdings Ltd 
{incorporated in Bermuda with limited liability) 
33rd Floor, Windsor House, Causeway Bay, Hong Kong 
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By Anthony Rowley in London 


que emergence of East Asia's newly 
industrialised countries (NICs) 
| upon the international economic stage 
| and their burgeoning current-account 
surpluses will be a focus of atten- 
tion at the annual ministerial meet- 
ing of the Paris-based Organisation for 
Economic Cooperation and Develop- 
ment (OECD) in May. 

Calls are likely to be heard for the 
| NICs — South Korea, Taiwan, Hong- 
. kong and Singapore — to be brought 
into an international dialogue on the 
| global surpluses and deficits to which 
| they now contribute so heavily. The 
forum for such an enlarged dialogue 


could be a new “Pacific OECD,” which | 


Japan, in particular, is pressing for. 
Around the time of the OECD 
ministers’ meeting in Paris, the Pacific 
Economic Cooperation Conference 
(PECC) — formed in 1980 from a joint 
initiative by then Japanese and Austra- 
lian premiers Masayoshi Ohira and 


Malcolm Fraser — will also be meeting. 


in Osaka. The concept of a Pacific 
OECD and the question of the NICs' 
surpluses will almost certainly figure at 
the meeting. 

Sources at the OECD, where Japan 
is the only leading Asian nation to be 
represented, feel there is need for a new 
forum in which Western countries can 
have a dialogue with the East Asian 


NICs. The PECC provides only an in- | 


formal network with no official sec- 
retariat and it falls well short of the kind 
of practical forum for discussion which 
the OECD provides for its 24 member 
countries. 

The current-account surpluses of 
Taiwan and South Korea alone now 
exceed the combined surpluses of the 
OECD's principal European members. 
The total surpluses of the four NICs 


are expected by some at the OECD to | 


surpass the size of Japan’s surplus by 
1989. Given this, the feeling among 
OECD members is they can no longer 
afford to leave East Asia outside of in- 
ternational economic debate. 

As one OECD official put it: “The 
question is, what part should these 
countries play in global economic ad- 
justment?” Another source suggested 
that the NIC surpluses would become a 
subject of increasing international con- 
troversy and would probably figure in 
the current Uruguay Round of the Gen- 


2 ee Agreement on Tariffs and Trade 


(Gatt). | 
J dar has been pressing hard for the 
establishment of some sort of Pacific 
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OECD. This could be expected to em- 
brace not only the East Asian NICs, but 
also China and the countries of South- 
east Asia and the Indian Subcontinent. 
It might also provide a forum for bring- 
ing Latin America’s NICs into the inter- 
national debate. 

Shifting the debate to a Pacific forum 
could also be expected to widen it to 
focus on the wider causes of the East 


Asian NICs’ surpluses rather than on | 


the need for exchange-rate adjustment 
— which the US, in particular, has 
pushed in bilateral and mutlilateral dis- 
cussions. 

The OECD’s most recent Economic 
Outlook devoted a good deal of atten- 
tion to the position of the NICs 


ASIAN NICS BOOST THEIR 


SHARE OF WORLD TRADE 
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(REVIEW, 14 Jan.). But thinking on this 
issue has continued to develop since the 
publication of that report. This thinking 
suggests that the NICs will attract in- 
creasing international, and especially 
European, attention as Japan’s current- 
account surpluses continue to decline — 
while those of Taiwan and South Korea 
are now thought unlikely to diminish 
significantly. 

Projections show the combined cur- 
rent-account surpluses of the NICs fall- 
ing only slightly by 1989 — to just under 
US$30 billion, or still very close to the 
forecast level for 1988. According to 
OECD figures, in 1987 Taiwan had a 
surplus of just over US$20 billion and 
South Korea ran a 1987 surplus of 
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Calls for Asian NICs to join in world economic reform 


OECD looks eas 
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US$9.4 billion. Both countries will 
continue to represent by far the lion's 
share of total surpluses. 

At the same time, the combined 
surpluses of the OECD’s 19 European 
members (which include the coun- 
tries of the EC, the European Free 
Trade Area and also Turkey) are ex- 
pected to fall from about US$20 billion 
in 1988 to perhaps US$18 billion in 
1989. Because of projected substantial 
deficits in Britain and elsewhere, the 
EC's combined surplus will fall to about 
half of that in the East Asian NI 
by 1989, 

There is increasing two-way trade 
between the NICs and Europe as the 
NICs seek market diversification away 
from a US which is striving 
to reduce its deficits. The 
four Asian NICs account for 
about 25% of the total US 
deficit and that proportion 
may rise as the overall 
US deficit falls, OECD 
economists suggest. 










B: such issues be- 
come emotive and pos- 
sibly lead to calls for more 
protectionist moves against 
the Asian NICs — such as 
the planned removal of 
duty-free trade concessions 
to the four by the US and 
from South Korea by the 
EC — the OECD officials 
would like to see them mor^ 
rationally debated. 

On the one hand, they 
are anxious to ensure that 
Western member countries 
see the NIC surpluses as a 
function of excess savings 
"s over investment in these 
countries rather than as a simple matter 
of misaligned exchange rates. 

If the NICs are compelled to ap- 
preciate their currencies against those 
of principal trading partners, the fear in 
the 'OECD is that they will then pre- 
serve their surpluses by cutting back im- 
ports just as Latin American NICs have 
done, to the detriment of world demand. 

The OECD seems inclined to believe 
that NIC surpluses are ingrained in re- 
spective national psyches as much as 
in their economic structure. Taiwan is 
unsure of its political future, as is Hong- 
kong — and South Korea ud pied 
with paying off a burden of foreign debt. 
Singapore, too, has its own insecurities. 
It is felt that by bringing the NICs into a 
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more formal policy dialogue through 
such means as a Pacific OECD, they 


| ght be persuaded to take offsetting 





Q- Ky actions. 


For instance, domestic savings in 


. Taiwan and South Korea, in particular, 


have surged since the export booms of 
1983/84 and 1986/87 and the consequent 
surge in their GNPs. But both countries 
have maintained a broadly neutral fiscal 
stance instead of using public spending 
to counter private savings. As a result, 
overall investment levels in both have 
fallen relative to their GNPs. 

OECD economists will be watching 
the next South Korean budget — the 
first by the new government — with par- 
ticular interest in this regard. At least 
another year of high surplus is expected 
before the political process translates 
into higher government spending. 

The view in the OECD on Taiwan 
would be that a programme of social- 
infrastructure modernisation to offset 
its current-account surplus is badly 
needed. The surplus, though believed 
++ have peaked now as a proportion of 

iNP, will nevertheless remain very 
iarge for several years. 

Ín the case of Hongkong, where the 
OECD caused controversy by imputing 
a current-account surplus of US$1.6 bil- 
lion to the territory in 
1986, the Paris organisa- 
tion's view is that inflation 
will inevitably bring about 
an appreciation of the real 
exchange rate despite the 
fixing of the nominal rate 
to the US dollar. That will 
have the effect of reduc- 
ing surpluses, though the 
rate of decline is uncer- 
tain. 

Honkong has argued to 
the OECD that though the 
territory omits investment 
income and personal trans- 
fers from its balance-of- 
payments figures, these 
would iy lee a substan- 
tial outflow in terms of 
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such things as remittances 
to mainland China and 
expatriate payments for 
education of children 
overseas. The OECD ap- 
pears to have found these 
arguments plausible. It 
also appears to have 
accepted the view that 
upward pressure on 
the Hongkong dollar 
comes from speculation 
rather than from the (im- 
puted) 
surplus. 

The OECD, too, sees 
Singapore's current-ac- 
count surplus (of US$500 
million in 1986) as being 
inextricably linked with 
the high level of govern- 
ment savings and the re- 
public’s desire to be a capital exporter 
rather than a capital importer. In any 
case, the surplus is too small to get ex- 
cited about. 


ECD economists are undecided 

whether the NIC surpluses, espe- 
cially those of Taiwan and South Korea, 
are now endemic or whether they will 
decline and even disappear as national 
savings habits revert to more modest 
levels. 

The economists note that, until 1975, 
Japan was not dependent upon exports 
and that, with the current boost in 
domestic demand, Japan may now be 
reverting to its pre-1975 situation. 
(Japanese exports still account for only 
14% of GNP compared with ratios twice 
that in Europe, though the US ratio is 
only 7%.) The East Asian NICs may 
follow the same pattern in time, it is 
suggested. 

The fact that the NICs’ export boom 
has coincided with an import boom in 
is not overlooked either. 
Although OECD figures show imports 
to be rising still despite the dollar's 
weakness — something which is feed- 
ing into continued buoyancy of NIC 


| economies — this situation cannot be 


expected to persist forever. O 


MARLANE GUELDEN 


Singapore container wharf: international attention. 
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current-account | 


| claim a 13-year tax he 
| come, dividend and w | ps 
| duty-free imports of equipmentandraw | _ 
and a variety of. | 

other generous concessions. Missions | - 
from the Fiji Trade and Investment | | 
| Board (FTIB) are touring Australia and 
| New Zealand to sell the concept and will 
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modest recovery 






By Robert Keith-Re 


ports a minimum of 9 





o overing in- 





materials, components ar 


soon be putting their sales pitch to 


| Asian investors. 


Since launching the scheme at the 


| end of last year, the government claims 


to have received 20 proposals. Of these, 


three have been approved and 17 are | x 
being processed. But the response is | - 


perhaps not as gratifying as the govern- | 
ment likes to make out. B 

According to the FTIB, all the appli- | 
cations are from garment manufactur- 
ers, mainly from Australia and New 
Zealand, wanting to set up shop to pro- 
duce for their home markets. By mak- 
ing garments in Fiji and ensuring that 
they have at least 50% local content, 
Australian and New Zealand com- 
panies can undercut Asian competitors. 
The garments can be shipped back to 
home markets, thanks to special trade 
preferences Australia and New Zealand 
give Pacific-island countries. 

The value of planned investments 
range from about US$1 million down to 
US$170,000. In the past three or four 
years, garment exports to Australia 
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have jumped from nothing to about 
US$2 million. As a result of the tax-free 
arrangements, the Fijian authorities 
. have visions of a garment industry grow- 
ing to employ thousands of people and 
earning tens of millions of dollars 
annually. However, these dreams are 
threatened by an angry reaction in New 
Zealand, where trade unions are saying 
they will not stand by and watch at least 
- 10,000 people put out of work by the de- 
- sertion to Fiji of a number of New Zea- 
. land garment makers. 
. Privately, local and foreign business- 
men predict that no matter what conces- 
. Sions are offered, there will be few re- 
. Spectable takers until there is an assur- 
ance of continuing political stability. 
: They believe this will not be assured 
- until the country is equipped with a con- 
stitution that gives a fair deal to Indians, 
who form about 47% of the population, 
as well as to Fijians. 
. . With a new constitution at least two 
years away, Fiji will have to rely on its 
old standbys of sugar, gold, tourism, 
timber and tuna. Fortunately, most of 
these are doing reasonably well. Last 

! FINANCIAL TIMES ., Year, sugar earned 
a record US$147 
million, despite the 
coups. It will do 
| about the same 
next year, and 
US$205 million is 
| the 1989 forecast. 

Exports of pine 
chips to Japan and 
sawn pine to Aus- 
tralia have just 
begun and are 
looking good. The 
tuna cannery’s 
only problem is 
getting enough 
fish. About 100 
gold-prospecting 
licences are current and the mines’ de- 
partment expects that by the mid-1990s, 
there will be three gold mines, not just 
one, with gold exports hitting US$60 
million. 

However, the No. 2 industry, tour- 
ism, is going badly, but not particu- 
larly because of the adverse publicity 
caused by the coups. That is now most- 
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national airlines prefer to fill their air- 
craft with long-haul passengers. They 
find it more profitable to avoid Fiji, 
or make Fiji-bound reservations a low 
priority. 

In January only 13,000 visitors ar- 
rived in Fiji, compared to 22,000 in Jan- 
uary 1987, and hotel bookings to July 
are poor. What Fiji needs badly is a US 
replacement for Continental Airlines, 





lems with Australia about operating the 
Fiji-Sydney sector in the way the airline 
wanted. The government and the indus- 
try are trying desperately to woo a US 
airline to Nadi Airport, but so far seem 
to have had no luck. 
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Taiwan budgets for growth through greater domestic spending 


By Jonathan Moore in Taipei 


he Taiwan Government, known in 

the past for frugal, balanced-budget 
spending, is pursuing economic growth 
this year through increased public in- 
vestment and a record deficit to offset 
an expected decline in exports. 

The fiscal 1989 budget (beginning on 
1 July), approved by the Executive 
Yuan on 10 March and sent to the Legis- 
lative Yuan for approval, calls for cen- 
tral government spending of NT$568 
billion (US$19.8 billion), a 17.9% rise 
over current-year spending of NT$482 
billion. 

A NT$138.9 billion gap is to be filled 
by a combination of NT$100 billion of 
new bond issues (Taiwan's largest to 
date) plus other borrowings and surplus 
from the previous year. The deficit will 
expand by 85%, according to the new 
schedule. 

Many local economists and bankers 
consider the latest spending plans an 
overdue move. The general direction 
parallels the government's recent steps 
towards economic liberalisation and 
away from export-oriented, mercan- 
tilist economic policies. 
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"Before, the government em- 
phasised much more on the monetary 
side and ignored the budget deficit,” 
said Su Han-ming, the chief economist 
at the International Commercial Bank 
of China. “They have already changed 
their attitude about deficit financing,” 
he said. “It actually started last year.” 

With the NT dollar appreciating 40% 
since late 1985, and market-opening 
measures in the form of widespread 
tariff cuts by now firmly undercutting 
the competitiveness of Taiwan man- 
ufacturers, policymakers have good 
reason for fiscal activism. 

Taiwan’s strength as an exporter h 
caused its foreign reserves to grow 
near US$76 billion and money-supply 
growth to soar at 38% in 1987. A na- 
tional savings rate also projected at a 
high 38% for the 1987-1988 spending 
year has Taiwan's accumulated capital 
idling while investment stagnates. 

But Taiwan's trade surplus (at 
US$19 billion in 1987, slightly less than 
the new budget) is certain to shrink as 
overseas protectionism and the threat of 
a recession in Taiwan's main market, 





A look at the books 


Taiwan legislators are shown central bank data on foreign reserves 


wenty-five  curi- 

ous lawmakers 
from both the rulin 
Kuomintang (KMT 
and. the opposition 
Democratic. Progres- 
sive Parties (DPP) 
descendedon the Cen- 
tral Bank of China 
last week to see for 
themselves where Tai- 
wan's money is kept. 

The privilege fol- 
lowed weeks of cla- 
mouring within the 
Legislative Yuan and 
also in the press for a 
full, public account- | 
ing of where Taiwan's | Chu: not satisfied. 
foreign reserves — | | 
now nearly US$76 billion — are held. 
Chang Chi-cheng, the governor of the 
central bank, finally moved to dampen 
rumours that the money might be in pri- 
vate hands by allowing the deputies 
their first look at the books. 

Most came away from the encounter 
on 16 March satisfied that the money is 
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safe for the moment. But they com- 
plained that the central bank, while dis- 
closing information about the location 
of the reserves — all in the name of the 
Central Bank of China — revealed little 
about how the reserves were managed 
— the key point of the inquiry. 

The issue is a hot political topic in 
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the US, add their burden to Taiwan's 
trade concessions to impact export 
growth. Already in calendar 1987, im- 
ports climbed 43% while exports grew 
34.5%. The budget forecasts a paltry 
6.15% export growth in fiscal 1989. But 
that shrinkage is a painful adjustment as 
total exports in 1987 accounted for 5796 
of GNP. The result: growth in 1988-89 
targeted at 7.66%, down from this 
year’s 9.3%. ocina, 

A key channel for expanding public 
investment is to inject spending into its 
ongoing 14 major development pro- 
jects, which include electric-power de- 
velopment, highway construction, tele- 
communications modernisation, and 
railway and harbour expansion. The al- 
location for these projects will rise by 
20% , to NT$ 113 billion. in the hope that 
a rise in private investment will follow. 

















B ut such apparently expansionary 
measures are misleading, say 

jnomists who call the spending 

. gets ambitious. Sluggish land acquisi- 
tion and bureaucracy have created time 
lags in such capital projects, and thus in 
spending schedules as well. Last year, 
Taiwan's early budget forecasts for pub- 
lic construction predicted a rise in 
spending of 18%, to NT$111 billion. 
he actual figure was far less. 

The budget's stepping up of public- 
project spending also marks an impor- 
tant change in government priorities to- 
wards improving the quality of life on 


Taiwan because it recalls the KMT's 
embarrassing historical links to the au- 
thoritarian and secretive wartime gov- 
ernment and its controversial financial 
practices of the 1930s and 1940s. One 
focus of the questioning is the present- 
day role of a key institutional relic from 
the war years, the Bank of Canton of 
California. 
The bank is said to have helped the 
ationalist government hide its money 
ui the US in 1949, when it retreated 
from the mainland to Taiwan. At that 
time, the bank was controlled by T. V. 
Soong, a former finance minister of the 
KMT government, and a brother of 
Madame Chiang Kai-shek. 


R umours persist that the bank also 
had a hand in shifting legal control 
of Taiwan’s foreign assets during the 
period of Taiwan’s derecognition by the 
US in 1978 to keep the money safe from 
a possible claim by the newly recognised 
regime on the mainland. 

The questioners discovered that only 
US$90 million is now placed with the 
Bank of Canton. But they worry that 
with a single-party government in 
charge of the central bank, the possibil- 
ity for the money to again be privately 
controlled still exists. 

“The documents they showed us can- 
not be evidence of where the money has 
been in the past," said Chu Kao-cheng, 


EASTERN ECONOMIC REVIEW e 31 MARCH 1988 








the island. Spending 
on education, science 
and culture will rise 
by 25.6%, and social 
welfare will increase 
by 1976. Spending on 
pollution-control 
equipment will also 
rise. 

Defence spend- 
ing, by comparison, 
will grow by a still 
healthy, but smaller, 
1676. The proportion 
of the budget outlay 
for defence will actu- 
ally decrease slightly, 
from 34% to 33.796. 

In another move 
that should stimulate 
domestic consump- 
tion, government 
employees will re- 
ceive pay raises of 
about 8%. The in- 
crease will add 
NT$18 billion to the : 
bill. 

Planners expect 
their efforts to pay 
off in a shift in the 
concentration of cap- 
ital from savings to investment. Domes- 
tic capital formation is forecast to rise 
slightly from this budget year to next, 
from 21% to 23%, and the savings rate 
to drop to 36.4%. 


i Education, science 
and culture 


Social security 


Taxes and monopoly 
profits 


Fees, fines and 


a DPP legislator, who attended the 
meeting. "The operation of the central 
bank should be reorganised so that the 
foreign reserves are not controlled only 
by the KMT." 

Other questions unanswered by the 
legislators’ visit centre around reports 
that the Central Bank of China secretly 
took control of shares of the Canton 
Bank in the 1970s and whether it con- 
tinues to influence the bank. In 1985, H. 


P. Chia, a former director of the central | 


bank's foreign-reserves department, 
took over as head the Bank of Canton, 
confirming suspicions of continuing 
close links between the two. 

The Bank of Canton of California, 
was founded in 1937 in San Francisco, 
where its headquarters is today. It was 
controlled from 1949 until 1969 by 
members of the Soong and Kung 
families, who were connected by mar- 
riage to the Chiang family and who held 
high-level posts in the KMT govern- 
ment during the Chinese civil war. 
Two of the bank's seven current direc- 
tors are surnamed Kung and Soong. 

The bank and the Taiwan Govern- 
ment deny a continuing connection. 
They say the bank is now held privately 
by 40 or so stockholders in the US. The 
bank's small, one-man office in Taipei 
would seem to confirm the govern- 
ment's denial that the bank has a con- 
tinuing business relationship with it. 
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TAIWAN BOOSTS SPENDING 


(Central government budget, fiscal 1989) 


Fiscal 
1989 


Bonds and borrowing | 





Economists said. 
crease in defici ding, i 
would not be a}  becau 

modity prices ar 'w and money- 
supply growth is declining. A 
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separate entity 
from Security Pa nk of Canton 
in Hongkong, ha U$$927 mil- 


lion at the end of fiscal 1987 in June, and 
had deposits of US$771 million. Bank- 
ers here point out that the small size of 
the bank is completely inappropriate for 
handling the foreign reserves of a nation. 
They add that this applied even 10 years 
ago when the reserves were a fraction of 
current levels. 

The central bank has come under fire 
for its conservative handling of the re- 
serves as well, 73% of which are in US 
dollars. The central bank said that in 
1987 it had paper losses of more than - 
NT$372.4 billion (US$13 billion), - 
mainly due to the 19.5% depreciation of 
the US dollar against the NT dollar. 

Information given by the central 
bank to satisfy the questioners indicates 
that 42% of the foreign-reserve hold- 
ings is deposited in banks in the US, and 
the rest in Britain, West Germany, 
France, Switzerland, Japan, and Singa- 
pore. Specific information detailing the 
amounts at different banks was not pro- 
vided. Of the reserves, 50.3% is in sec- 
urities, 46.9% in time deposits and the 
rest is in demand deposits, the central | 
bank said. E 

Besides the US-dollar holdings, the | 
currency breakdown is 16% in 
Deutschemarks, 9% in Yen and 2% in. 
other currencies. — Jonathan Moore 
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Stake in the future 


South Korea's venture-capital firms blossom 


By Mark Clifford in Seoul 


Son Korea’s venture-capital busi- 
ness, bolstered by plentiful funds 
and an easing of government restric- 
tions, is beginning to blossom. But the in- 
dustry faces an identity crisis. While one 
venture-capital company is imitating a 
US-style approach, most such com- 
panies risk being little more than a 
glorified aid programme for small busi- 
ness. 

Until two years ago, there were only 
four so-called venture-capital firms. 
Their mandate was to help small com- 
panies adapt foreign technology, rather 
than invest in riskier ventures. 

"[South] Korean venture capitalists 
are not investing in new technologies, 
but copying relatively high technologies 
from other countries,” says Lee Boo 
Jin, managing director of Korea 
Technology Advancement Corp., the 
country's oldest venture-capital outfit 
and an offshoot of the Korea Institute of 
Economics and Technology. 

Companies are typically financed 
with debt rather than equity. Moreover, 
there is little pressure on a fledgling 
to go public and allow the venture 
capitalist to turn a profit. Of the more 
than 600 firms financed since 1981 by 
the Korea Technology Development 
Corp. (KTDC), the country's largest 
venture-capital institution, only three 
have gone public. 

"We make loans and equity invest- 
ments only for technology develop- 
ment," says Shim Hang Seup, acting di- 
rector of KTDC, which was set up with 
backing from the Federation of Korean 
Industries. “We are a technology deve- 
lopment-financing institution. The 
financing instrument is not that impor- 
tant. The important thing is to deve- 
lop small and medium industries’ 
technological development." KTDC, 
in fact, wants to get into the leasing and 
factoring businesses. 

Changes are afoot in the venture- 
capital business, however. Two laws 
which went into effect last year have 
spurred 19 new venture-capital com- 
panies to open their doors. The laws are 
quite favourable for venture capitalists, 
with the government taking the first hit 
in case of a bankruptcy. Moreover, the 
government has been pouring Won 15- 
20 billion (US$19.7-26.3 million) annually 
into venture-capital firms since 1986. 

The new venture-capital companies 
are restricted to financing with equity or 
convertible bonds only. Up to the end of 
February, the start-up venture-capital 
companies had committed Won 41.8 
billion to 242 separate projects. 

The new crop of venture-capital 


52 


firms have been started by security com- 
panies, individual companies and local 
chambers of commerce. Because many 
of them have been started outside of the 
traditional industrial centres of Seoul 
and Pusan, they dovetail nicely with the 
government's strategy of encouraging 
more balanced economic development. 

At least one firm is determined to 
break the pattern of simply playing 
nursemaid to technology-based start-up 
companies. Korea Development In- 
vestment Corp. (KDIC) wants to play a 
role closer to that of the hard-nosed 
“vulture capitalists” in the West. For a 
start, the firm's portfolio is 7076 equity 
and 30% debt. 

KDIC also demands a seat on the 
board of each company it invests in and 
a commitment that the company will be 
taken public after a specified length of 
time. If the company does not go public, 
the entrepreneur must buy out KDIC's 





A KTDC-backed semiconductor export 


share at a premium. "We are the only 
ones in [South] Korea who are venture 
capitalists in the true sense," says Yun 
Yeo Gyeong, executive vice-president 
of KDIC. 


KS plans to pioneer the first limit- 
ed partnership open to foreign in- 
vestors this year. The fund, set to total 
around Won 15-16 billion, will be split 
evenly between foreign and domestic 
investors. Some of KDIC's current 


shareholders are expected to sign up for 


the partnership, which aims at giving in- 
vestors US$4.50 back for every US$1 
they put in after 10 years. KDIC is also 
trying to act as a broker setting up joint 
manufacturing ventures between foreign 
and domestic companies. 


Current KDIC shareholders range | 


from the World Bank's International Fi- 
nance Corp. and the Asian Develop- 
ment Bank to financial-services com- 
panies such as Primerica (formerly 





American Can), the Rockefeller Foun- 
dation, Nomura affiliate Japanese As- 
sociated Finance Co. and Daiwa af- 
filiate Nihon Investment Finance 
Co. 

South Korea’s venture capitalists 
have not yet had an Apple Computer - 
scale successs to embolden them. But 
KDIC chairman Kim Yong Ok reckons 
that its holding in Trigem computer, an 
IBM personal-computer clone manu- 
facturer, will increase six times by the 
time the firm goes public in 1989. 

It is not hard to figure why most ven- 
ture capitalists are more cautious than 
KDIC’s Kim and Yun. As South Korea 
has developed, helping start-up com- 
panies acquire technology and nurtur- 
ing their growth has rightly taken prim- 
acy over the venture capitalists’ desire 
for a big return. 

Venture capital has been seen as an 
extension of the financial sector, which 
has meant that many of those in the 
business have a commercial-banki 
background, rather than an enti 
preneurial or merchant one. The finan- 
cial sector continues to be tightly con- 
trolled and there has been no incentive 
for venture-capital companies to be in- 
novative or aggressive. 

Moreover, "traditional" South Ko- 
rean entrepreneurs typically 
want to maintain corporate 
control, so they favour debt 
over equity. That has meant 
tough slogging for KDIC, which 
wants a hefty equity stake, a 
board seat, and a promise to go 
public. “At the beginning it 
was a problem,” says Kim. 
“But now they’re starting to 
understand that we're not go- 
ing to take over their company." 

There seems to be more 
money than deals, an anomaly 
in South Korea's credit-starved 
small-business world. KTDC, 
for example, launched a Won? 
billion limited partnership las 
year, but has only committed a third oi 
the funds to date. | 

Venture capitalists, for their part, 
have no simple way to cash out their 
holdings. The over-the-counter market 
for small companies is just in its infancy. 
While trading on the unlisted market 
began early in 1987, activity has been 
slow. 

Proposed reforms, notably allowing 
local securities houses to buy unlisted 
securities for their own account rather 
than simply brokering them, could give 
the unlisted market a boost later this 
year. 

The emphasis on technology trans- 
fers and adaptation was good business 
in the past. But given the chronic need 
for funding in credit-starved South 
Korea and the country's need to deve- 
lop more technology-based joint ven- 
tures, it might be a good idea if more 
local entrepreneurs and venture capi- 
talists broadened their horizons. g 
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To Europe via FRA. 
And your ship takes off. 


You know exactly what it costs to ship your 
freight to Europe. You know how long it 
takes too! Well if we could, we'd build 
ships with wings. But of course, as you well 
know, it doesn't work quite like that. So 
what we have in mind for you — and a lot of 
other folk who have difficulties in getting 
their goods to Europe in good time — is à 
freight system combining sea and air. And 


using universal containers, for fast inter- 
changeability and easy transportation. 





FRA: Savings are calculated in time 


Simply take the ship to the Gulf for 
example and greet the plane to FRA. You 
won't have to work too long at ittoseethat 
the time-saving FRA freight way to Europe 
is also money-making. 

Please contact Flughafen Frankfurt Main 
AG, D-6000 Frankfurt/Main 75, Telex 
414959. 

Or our representative in Hongkong 
Mr. Paul Eidens, c/o ITSG, Telephone 
5 -89213 21, Telex 83737 


Flughafen 


Frankfurt Main AG 
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hour global capability, a pres- 
ence in every important for- 
eign exchange center. It calls 
for fast, competitive and confi- 
dential quotes in any of the 
. -. world's important currencies. 
|. It demands skillful risk man- 
agement services, the ability 
tot se forwards, options and 
ot tools to hedge client 
positions. It calls for technique, 
and sometimes, innovation. 





Deutsche Bank AG 

Tokyo Branch 

ARK Mori Building 23F 

12-32, Akasaka, }-chorne 

Minato-ku, Tokyo 107 
Tei: (3) 588-19 71 


Ges, Deutsche Bank AG 

X . Head Office 

ooi Táunusanlage 12 

T 'PO.Box100801 
"6000 Frankfurt am Main 1 
so Tel (69) 7150- 0 


1 Collins Street 


Tel i. (3) 654 1277 
15 Castlereagh Street 


Tel.: (2) 238 80 00 
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Deutsche Bank Australia Ltd. Deutsche Bank (Asia) AG 
Singapore Branch 

50 Raffles Place 

Singapore 0104 

Maxwell Road PO. Box 3941 
Singapore 8059 

Tel: 224 46 77 TeL: (5) 8430400 





Deutsche Bank is 
leader in foreign - 
because day in an 
our experience ge 
done. K 
For foreign. excl 




















banks. 
Contact the Deut 
office nearest you. 





ink L 





Deutsche Bank (Asia) AG Other Deutsche Bank (Asia 
Hong Kong Branch branches in: Bangkok, . 
New VVorld Tower Bombay. Colombe, Jakarta, 
Karachi, Kuala Lumpur, 
Lahore, Macau; Manila, - 
Pusan, Seoul. Taipei im E 


16-18 Queen's Road C. 
G.PO. Box 3193 
Hong Kong 


PRC LevOADRRSDAS) 
CHINA NATIONAL CHEMICALS IMPORT & 
EXPORT CORPORATION LIAONING BRANCH 
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THA : SINOCHEMIR DALIAN 
TIN : 86365 CHEMD CN 
Add: 139 STALIN ROAD, DALIAN, CHINA. 


Cable: SINOCHEMIR DALIAN 
Telex: 86365 CHEMD CN 
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Person to contact: Han Feng 












We offer buyers with all kinds of 
garments for men, women and children. 
They are made of choice materials ranging 
from woolen and cotton fabrics to 
wool/polyester, cotton/polyester and 
ramie/polyester blended fabrics. 

Besides, we also undertake processing 
with our materials or yours according to 
samples or designs provided, compensa- 
tion trade, co-production as well as joint 
venture. 

If you are interested in any of the 
above, please contact us at once. 


PRHBRELOADRRSRRALA 
CHINA NATIONAL 
TEXTILES IMP./ EXP. CORP. 


LIAONING GARMENTS BRANCH 


Add: 6 Wuwu Road. Dalian. Liaoning. China 
Cable: “GARMENTS” DALIAN 
Telex: 86452 LDGMT CN 


VITAMIN C 


(ASCORBIC ACID) 





Vitamin C ‘Ascorbic acid) is used for preven: 
tion and treatment of scurvy and has curative 
effects against infectious diseases, drug poison 
ing, mainutrition, liver complaints as well as 
hemorrhage from the nose lungs, kidney, ute 
and other organs caused by hemorrh: 
diathesis 

Since. 1970s after being discovered that it 
has a preventive effect against cold, coronary 
heart disease and carcinogen, the annual con- 
sumption of vitamin C has been increasing by 
7-896. Today, it is also being widely used in food 
and beverage industries 

We have been exporting Vitamin C for over 
20 years, whose quality conforms to the stan- 
dards of BP 1980/USP 1920 editions Packed in 
cardboard barrels of 25kgs each, it is being ex. 
ported to over 40 countries and regions in 
Europe America, Asia and Oceania and is well 
received by customers 

Telex for further details and source from us 


THIAMINE 
HCL (VITAMIN Bi) 


Thiamine HCL (Vitamin B) is a white 
crystalline powder — mainly used for treatment 
of diseases caused by deficiency of vitamin B: 
such as neuritis, anorexia dyspepsy, etc 

We have been exporting Vitamin B: for over 


10 years, whose quality conforms to the stan- 
dards of BP 1980 edition. It commands ready 
sales in more than 20 countries and regions, and 
Is well received by customers 

Your inquiries and orders are welcome 


COEBS EP SOEHHUOASBX $979 
CHINA NATIONAL 
MEDICINES & HEALTH 
PRODUCTS IMP. / EXP. CORP. 


LIAONING BRANCH 


Add: 150. Northeast Road. Dalian. China 
Cable: "*MEHECO" DALIAN 
Tel; 337299 337316 
Telex: 86279 MEHEC CN 
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Playing to lose 





Hongkong toy-makers slide into the red 


By Cari Goldstein in Hongkong 

To onset of the corporate-report- 
ing season in Hongkong is providing 

the hard numbers to prove what the ter- 

ritory’s toy industry already knew: 1987 

was a tough year. 

Most of the big toy-makers in Hong- 
kong lost money. Playmates Holdings 
had gross operating losses of HK$35 
million (US}$4.5 million) for the full 
year, while Applied Electronics re- 
vealed a net loss of HKS18 million for 
the second half of 1987. Another big 
company, General Electronics, had ear- 
lier reported net losses of HK$146 mil- 
lion for the six months ended in Sep- 

nber. 

. Universal Matchbox Group, the 
Hongkong-based firm which expanded 
through acquisitions to become a lead- 
ing international toy-maker (it was 
listed on the New York Stock Exchange 
in 1986), reported losses of US$36 mil- 
lion on sales of US$209 million for 1987. 

The grim results were the conse- 
quence of sluggish demand in the all-im- 
portant US retail market, together with 
many local firms’ heavy exposure to the 
beleaguered US toy company Worlds of 
Wonder. But above all else, the results 
highlighted the vulnerability of Hong- 
kong toy manufacturers to downturns in 
the industry’s boom-and-bust cycles. 

In the US, the world’s largest market 
for toys, the business has long been dri- 
ven by so-called “megahits,” hot-selling 
items, like Cabbage Patch Dolls or 
Teddy Ruxpin talking bears, that may 
for a time capture the imagination of 
millions of people. 

But last year, the industry suffered 

‘om the lack of a seller of that mag- 
uitude. To make things worse, consum- 
ers showed a marked disinclination to 
pay US$100 and more for the myriad of 
talking dolls and other hi-tech products 
on which the big US toy-makers had 
staked heavy research and development 
and promotional budgets. The result 
was that a "back-to-basics" strategy has 
become the new conventional wisdom 
for the coming year. 

Among  Hongkong's toy com- 
panies, only Universal Matchbox and, 
to a lesser extent, Playmates Hold- 
ings, have succeeded in designing and 
marketing their own toy lines. This is 
a distinction that carries mixed bless- 
ings. Both companies were hit badly 
last year, as expensively introduced 
products failed to catch fire with US 
consumers. Playmates' hi-tech talking 
"ill" doll received scant market re- 
sponse; Matchbox neglected its 
trademark diecast metal cars and was 
forced to recall its “Voltron Trans- 
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formers” because of lead in the paint. 

The rest of Hongkong’s toy-makers 
have been content to remain original 
equipment manufacture (OEM) pro- 
ducers — that is, subcontractors making 
electronic and plastic toys — for Has- 
bro, Mattel, Coleco and other US com- 
panies. 

As the heavy losses suffered last year 
by many manufacturers attest, how- 
ever, an OEM strategy hardly guaran- 
tees a profit. OEM producers in effect 
become hostage to their customers’ for- 
tunes. When Worlds of Wonder ab- 
ruptly filed for protection under Chap- 
ter 11 of US bankruptcy laws in De- 
cember, Hongkong companies were left 
with at least HK$360 million in proba- 
bly unrecoverable debts from the once- 
high-flying firm. 

Worlds of Wonder, which was only 
formed in 1985, subsequently an- 
nounced that it had lost US$129 million 
in the quarter ended 31 December. The 
result only emphasised the unlikelihood 
of Hongkong creditors ever recovering 
a significant portion of the debts owed 
by the US firm or its local subsidiary, 
Sourcing International. 


T? are one of Hongkong's leading 
export earners. In 1987, the terri- 
torys 2,005 toy factories shipped 
HK$10.9 billion-worth of toys and 
dolls. Thus the health of the industry 
unavoidably has a major impact on the 
Hongkong economy. 


World. HKS10.7 billion (+ 10%) 
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REVIEWDIAGRAM by Andy Tang 





Last year’s export performance 
however, pointed up the danger Hon 
kong faces. Demand from the crucial 
US market faltered. In the first 10 
months of 1987, exports of toys, dolls, 
and games to the US actually fell by 2%. 
from the previous year. . 

Since the US market takes about half 
of Hongkong’s total exports in these 
categories, the drop — which was a con- 
tinuation of a trend that began in 1986. 
— set alarm bells ringing in the industry. 

As a result, local toy manufacturers 
have launched a high-priority search for 
new markets. Many companies are 
looking covetously at the huge Japanese 
market, which is second in size only to 
the US. But non-tariff and other import 
barriers make it a hard market to crack. 

Still, the statistics show that progress - 
is being made, albeit from a small base. - 
Hongkong's exports of toys, dolls, and . 
games to Japan increased by 94% in 
January-through-October of 198 
pared to the same period of 198€ 
came on top of a 72% rise in 198€ 
the previous year. = 

Some companies are turn 
tention to other Asian mar 
ing China, Taiwan, and | 
Universal Matchbox, w 
manufacturing joint. 
hai, says it is selling 
output of diecast m 
domestic market. — 

"Despite the low 
there's a genera 
children whose- 
spend money on 
chairman of th 






























Taiwan and So 
hope, given their h 


high tariffs which effective- - 
ly keep competitors pro- 
ducts off the shelves of local 
stores. 

Asean nations, with the | 
exception of wealthy Singa- 

‘pore, lack both sufficient | 
evels of disposable incomes — 
and the proper sort of con- 
sumer culture to make them 
a highly attractive market in 
the near future. 

Hongkong’s toy-makers 
have benefited greatly by 
their ready access to China’s 
massive pool of cheap la- 
bour. At least 50% of all 
production contracted to 
the territory's toy manufac- 
turers is. actually carried - 
out in China — mostly in 
Guangdong province, but | 
also in Shanghai and else- - 
where (REVIEW, 17 Dec. | 
'87). ü 





Closed laboratories 


à |: is Japan-bashing season in Washington again. The differ- 
 Wence is that, this year, the new target for the policymakers’ 
sledgehammers is not trade but Japanese technology. 

Washington is upset that the US is rapidly losing its com- 
petitive edge in technology, traditionally a US strong point. 
The Japanese are catching up fast in some areas, drawing 
level in others and, in a few cases, actually taking the lead. 
Nowhere is this more apparent than in microchips. The US 
finds itself increasingly dependent on Japanese chips to drive 
its latest computers and control its advanced weapons sys- 
tems, a dependence that makes it profoundly nervous. 

Now, Americans are glancing over their shoulders, won- 
dering where the next Japanese technological challenge will 
come from. The likely areas are biotechnology, new materials 
and artificial-intelligence software. In all three, the US is still 
the front-runner. But science policymakers in Washington 
(and their allies in the departments of Commerce and De- 
fence) are asking themselves how they can prevent Japan from 
catching up in those areas, too. 
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it is all the more troubling for Washington because 
Japanese scientists and engineers have virtually free access to 
US universities, where much of the leading-edge research in 
those areas is done. But US scientists cannot get inside cor- 
porate labs which generate most of Japan's research. 

"Free ride! Unfair!” cries an emotional White House. To 
level the playing field, Japan must be made to pay for more 
basic research, and to accept more foreigners in its research 
institutions. To achieve these ends, the administration is cur- 
rently attempting to renegotiate a previously obscure bilateral 
agreement on science and technology cooperation. 

Should the negotiations break down, the administration is 
threatening to invoke a statute which would allow it to slam 
the door on further Japanese access. Such threats are just one 
facet of *techno-nationalism," a new and increasingly serious 
effort by the US to make it more difficult for foreigners, in 
particular the Japanese, to take advantage of US research. 

Although the Japanese find some of the White House's 
specific demands hard to accept, they are all for the substance 
of the revamped agreement, since it asks them to do what they 
were trying to do anyway. Japan's bureaucracy is current- 
ly too inflexible to accept large numbers of foreign 


Science is the new battle ground for US-Japanese tensions 


By Bob Johnstone in Tokyo 


































Meee Amgen, a small US 
MEM biotechnology com- 
pany, is trying to pre- 
vent Chugai Phar- 
maceutical Co., a 
| large Japanese drug 
company, from sell- 
ing a genetically en- 
gineered hormone which is used to treat 
anaemia and which both firms make. In 
February, Amgen asked the US Gov- 
ernment’s International Trade Com- 
mission to bar Chugar's product, claim- 
ing that the Japanese were mounting an 
"effort to penetrate and ultimately 
dominate the nascent US biotechnology 
industry," which the company describes 
in its complaint as "young and fragile." 

Amgen's appeal to Washington for 
protection attempts to exploit the rise of 
what Prof. Robert Reich of Harvard 
=. | University calls “techno-nationalism.” 
— |. This he defines as “a new effort by the 
US to keep the fruits of American 
technology in the US, and to make it 
more difficult for foreign nations, in 
particular the Japanese, to take advan- 
tage of American technology.” 

As an instance of techno-na- 
tionalism, Reich cites the attempt in 
1986 by Fujitsu to take over the ailing 
US chipmaker, Fairchild. Since much of 
Fairchild’s production goes to defence 
4 contractors, Fujitsu's bid was deemed to 
| beathreat to national security. Political 
| pressure was brought to bear, forcing 
— the Japanese company to withdraw. 
Although the abortive takeover at- 

tempt remains the most dramatic exam- 





| ple of techno-nationalism, there have | 

| been plenty of others. A few recent 

| examples include: 

| » The exclusion of foreign nationals 

| from a conference on the new “high- 

| temperature" superconductors in Wash- 

| ington last July on the instructions 

| of William Graham, President Reagan's 

| Science adviser. | 

| » The rejection of an attempt by the 

| governmental Research Development 

Corp. of Japan to fund some basic re- 

| search at Rockefeller University in New 

| York City in August, amid accusations | 

| that the Japanese were trying to use | 

| Rockefeller as a “listening post.” | 

| » The rescinding of the admission of | 
Tsuneo Sakai, an employee of Fuji 

| Photo Film, to Rochester University | 
last September after pressure was | 
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| JAPAN'S TECHNOLOGICAL TRADE —1986 






Source: Japan Science and Technology White Paper, 1 987. = 


brought to bear by Fujr's rival, Kodak, 
one of the university's principal be- 
nefactors. 

"All over America," Reich noted in 
The Atlantic Monthly last year, "there is 
growing worry that the Japanese are 
running off with our technology." 

The figures show that, while not 
exactly running off with it, Japan con- 
tinues to import far more technology 
from the US than it exports. In 1985 (the 
latest year for which figures are availa- 
ble), the Japanese paid the US Y210 bil- 
lion (US$1.65 billion) for technolog" 
almost four times the amount the U 
paid Japan. 

Linkage is increasingly made be- 
tween the imbalance in technology 
flowing one way and the imbalance in 
trade flowing the other. ^American re- 

"——— «search and technology 
. have undergirded the 


B Japanese economic 
| miracle," thundered 


| William Norris, former 
E chairman of Control 
E Data Corp., in the Los 
B Angeles Times in Feb- 
B ruary, "and boomerang- 
B ed in the form of a huge 
g merchandise deficit 
| with Japan." 
| Norris’ company 
makes  supercomput- 
ers, an area of techno- 
logy trade where the 
Japanese have become 
| too competitive for 
sui comfort. In October, 
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push harder. 


The Japanese know that much of the problem in the 
past has been not so much closed doors as US arrogance. 
Few American scientists have been interested in coming 
to Japan, because they believed there was little worth 


coming for. 


to turn those ideas swiftly into products. 


the Massachusetts Institute of 
Technology (MIT) was forced to drop 
plans to buy a Japanese NEC machine 
when defence officials, in another in- 
stance of techno-nationalism, objected 
that non-US technology should not be 
used for US Government-funded re- 
search. 

The most sensitive area of all is 
microchips, where the US Defence Sci- 
ence Advisory Board reckons that the 
Japanese are ahead in 13 technologies, 
even in seven, and behind in only five. 
Reich estimates that the US Defence 
Department gets 40% of its chips from 
Japan, and the proportion is increasing. 
This dependence worries many 


Americans. Still more worrying is the 


undisputed Japanese lead in opto-elec- 

tronic devices. Because light travels 

much faster than electricity, optical sys- 

tams are tipped as future replacements 
yw electronic ones. 

But how has this loss of American 
technological pre-eminence happened? 
And how can it be prevented from hap- 

ening again in "young and fragile" 
lelds such as biotechnology, advanced 
materials and artificial intelligence, all 
widely expected to become multi-bil- 
lion-dollar industries in the future, and 
all fields in which the Japanese have 
been investing heavily? 

Washington reckons the answer to 
the first question is that the Japanese 
have taken unfair advantage of the 
openness of the US research system. 
Thousands of Japanese scientists and 
engineers attend US universities, where 
most of the US' basic research — much 
of it government-funded — is done. 

But the US has no similar window on 
the best Japanese research, because 
8096 of it is done by the private sector. 
The White House wants to compensate | 
for this fundamental asymmetry be- 
tween the two systems. 
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searchers. It needs reform — plus more money — and 
history shows that pressure from outside is a most effec- 
tive way of ensuring that it gets both. That is why some 
Japanese scientists are actually encouraging the US to 


With the loss of US competitiveness, this perception 
is now beginning to change. As they seek ways of regain- 
ing that competitiveness, there are two lessons that the 
US stands to learn from the Japanese: how to go about 
finding (as opposed to generating) new ideas, and how 


The irony of the current situation is that, though in 
the short term the Japanese are in for an extremely un- 
comfortable time as the technology issue becomes in- 
creasingly politicised and Washington begins to lash 
out, in the long term they have much to gain. Opening | 
Japanese laboratories to foreigners must ultimately benefit 
Japan. Equally, in the event that the US were to kick Japanese 
scientists out, the winners would be the Japanese companies 
yich would immediately rush to recruit them. 


tend. 


Using the renegotiation of the previ- 
ously obscure US-Japan Agreement on 
Science and Technology Cooperation as 
a vehicle, the administration is trying to 
win access for US companies to 
pu private-sector research. Since 

JS negotiators cannot ask for this 
explicitly, however, they have targeted 
the government-industry joint-research 
projects orchestrated by the Ministry of 
International Trade and Industry (Miti) 
as their point of entry. 

Miti appears willing to cooperate. "If 
you ask me whether system-wise Japan 
excludes foreign companies [from par- 
ticipating in projects], " says Kenji 
Inaba, director of Miti's International 
Research and Development Coopera- 
tion Division, "the answer is no. 


A moot point is whether foreign firms 
are actually willing to partici- 
pate in Miti's projects. In response to 
A recent invitation from the ministry 
to join a new s e initia- 
tive, more than 50 Japanese companies, 
but not a single foreign firm, signed up. 
An even more difficult question is 
whether Miti’s projects are still a viable 
way of promoting technological deve- 
lopment. In the past, they have been ef- 
fective when aimed at a clear target, for 
example, the VLSI (very large-scale in- 
tegrated chip) project, which ran from 
1976-79. But Japanese industry has 
grown up now; it does not need Miti to 
tell it what to develop. 
The White House wants the 
Japanese to put more money into basic 
research, to make a contribution to 


- Symmetrical a access: -page 60 


A Toshiba engineer at the company’s research centre. 


Either way, the result will be a stron: 
search system. This, in turn, is bou 
industry more competitive — prec 
fect of what the techno-nationalis 


` Scientific flow obstacles: page! 62 2 
-Galai Japan-bashers: page 62 




















pool of new 
te with Ja- 
t also wants 
ily interna- 
the Japanese 
lion anyway — 


what it calls * 
knowledge" c 


this basic resear 
tional and open 
are going in thi : | 
witness Mitis Human Frontier Science 
Programme, which gets under way in 
April with ¥470 mi lion in grants for 
foreign scientists. to do blue-sky re- 
search — they are keen to try and com- 
ply with the US demands. Their motiva- 
tion in doing so is, as. usual, pragmatic. 

For one thing, though the Japanese 
dispute US clair that they do virtually 
no basic research, they know that they 
still lag the US in many fields. Indeed, 
the results of a poll of Japanese scien- 
tists published in the latest governmen- 
tal white paper on science and technol- 
ogy put Japan ahead of the US in only 
four areas of research — opto-elec- 
tronics plus three production and pro- 
cessing fields ("mechatronics," VSLIs 
and high-precision work). 

The Japanese also know that the 
secret of US scientific. success has 
been its extreme openness to foreign 
scientists (the American physics com- 
munity, for example, was based largely 
on European refugee scientists). They 
want to open their system to allow more 
foreigners to come to Japan. 

One problem in doing this is the 
rigidity of the bureaucratic structure. 
All national university professors and 
employees at national laboratories are 
civil servants, and fiscal austerity has 
prevented such institutions creating 
new jobs. The rules have recently been 
changed to allow foreigners in, but so 
far only a handful have arrived. 

Now, the big problem is persuading 
more foreigners to follow their exam- 
| ple. Unfortunately, Japanese univer- 
sities tend to be rather shabby-looking 
| places, dilapidated on the outside and 












































dingy within, and salaries for academics 
are low by US standards. Add to that 
the difficulty of finding what Western- 
ers consider adequate housing, and the 
result is that not many foreign scientists 
have been willing to come. 

What the system needs is further de- 
regulation and much more cash. Indus- 
try has plenty of the latter, and indeed, 
is spending more of it each year in uni- 
 versities, but Japanese professors are 
finicky about too-close links with indus- 
try — they would rather see their gov- 
ernment foot the bill. 

When it comes to making changes in 


ENIM Washington's attempt 
MEM to bully Tokyo into 
opening up its re- 
search took the 
Japanese completely 
j by surprise. 
The Japanese had 
| MN | always regarded the 
vehicle the White House is using to push 
| its demands — the US-Japan Agree- 
| ment on Scientific and Technological 
Cooperation, one of many agreements 
between the two countries on such mat- 
(| ters — as merely a piece of diplomatic 

. omiyage, the sort of small gift one head 
. Of state offers another when he arrives 
on a visit. Thus, they were quite unpre- 
pared for the agreement's sudden ap- 
pearance late last year bang in the mid- 
dle of the bilateral agenda. 

The original agreement was a slim 
document, "limited in scope and short 
on detail," as Sen. Jay Rockefeller of 
West Virginia described it when the com- 
mittee he chairs — the Senate's Science, 
Technology and Space Subcommittee 
— met to discuss its renewal in October. 
Administration officials promised the 
committee that they would try to 
broaden the agreement's scope and in- 
crease its detail. 

So far they have failed to make good 
their promise. The renewed agreement 
was scheduled to be signed by President 
Reagan and Prime Minister Noboru 
Takeshita during the latter's visit to 
Washington in January, but the two 
sides could not agree in time. 

5o far, there have been six rounds of 
abortive talks, the most recent in 
Washington in late March, and the 
agreement has been temporarily ex- 
tended a further two times. 

Why all the fuss over what Justin 
Bloom, a former US science attaché to 
Japan, describes as *a bad agreement to 
start with, negotiated under great pres- 
sure from the US, to extract from the 
Japanese financial support for US re- 
search and development [R & D] pro- 
grammes?" 
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Growth of the theory of 
'symmetrical access' 











the Japanese system, nothing works quite 
like a bit of foreign pressure, or gai-atsu 
as the Japanese call it. Which is why 
Japanese reformers are actually encour- 
aging the Americans to tighten the screws 
further. "To my mind," says Hiroshi 
Inose, chairman of the OECD's Com- 
mittee on Science & Technology Policy, 
"US pressure is very convenient if it 
helps us to improve our weaknesses." 
The Ministry of Education, Science 
and Culture and the Science & Technol- 
ogy Agency have already been able to 
put US pressure to good use. They have 
each managed to squeeze out of the 


| Signed in 1980 by president Carter 
| and prime minister Masayoshi Ohira, 
| the agreement has remained essentially 
| inactive ever since. Since other pro- 
| tocols (notably the US-Japan Commit- 
| tee on Scientific Cooperation, which 
| has operated since 1961) adequately 
| meet the need for bilateral exchanges, 
| there was plenty of justification for let- 
| ting the agreement lapse when it came 
| to the end of its term. 
The White House, however, had 
other ideas. The feeling in Washington 
is that there is an unacceptable imba- 
| lance in the flow of ideas and people be- 
| tween the US and Japan. 
| This imbalance would have to be rec- 
tified, and the White House decided 
that the best way to go about this would 
be to broaden the Carter-Ohira agree- 
ment. Previously, the agreement had 
covered only inter-governmental re- 
| search exchanges; now, its scope would 
| be extended to encompass joint gov- 
ernment-industry projects and, through 
them, the Japanese private sector. 





| 
| 
| 
| 


| Miti: limited power. 
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Ministry of Finance 100 nev 
(total cost: Y6.5 billion) to enable 
young foreign scientists to visit Japan. 

But, even with gai-atsu, changing the 
system will take time, and it is hard to 
imagine Japan ever being anywhere 
near as open as the US. 


he techno-nationalists’ patience 

with Japan is running out. As it does 
so, and as the issue becomes increasing- 
ly politicised, the likelihood is that their 
efforts to protect US technology will in- 
crease. 

But protection, as Reich points out, 


The ground for this approach had 
been prepared by a series of informal 
meetings between the US National 
Academy of Sciences and its Japanese 
counterparts. From these emerged the 
concept of “symmetrical access.” 

In an interview with the US 
magazine Science last year, it 
academy's president, Frank Press, su. 
med up the concept of symmetrical ac- 
cess: "We want to trade access to the 
Massachusetts Institute of Technology 
[MIT] for similar work at Fujitsu." 

Some Americans do not follow 
Press' logic. Just because US univer- 
sities are open to foreign students, they 
argue, does not mean to say that 
Japanese proprietary industrial re- 
search should be open to US scientists 
and engineers. 

Interestingly enough, however, the 
Japanese are not against symmetrical 
access in principle. A 1986 survey by the 
NSF of some 270 Japanese companies 
revealed that many of them were quite 
eager to have foreign researchers in 
their laboratories; academics were pre- 
ferred, but more than 30% said they 
would accept scientists from industry. 

This move towards "internationali- 
sation," the theme of the Japanese Gov- 
ernment’s science and technology whit- 
paper this year, is not philanthropica 
Companies recognise that foreign re- 
searchers in their labs, as the NSF's 
survey concludes, "are a potential re- 
source in the search for new knowledge." 

In practice, however, Japanese 
negotiators do not want the term “sym- 
metrical access" embedded in a legal 
document such as the Science and 
Technology Cooperation Agreement. 
"Its awfully ambiguous," says their 


leader, Masamichi Ishikawa, adding 
that its inclusion would “invite 
confrontation” in the future. 

The basic problem, a second 


negotiator, Kenji Inaba of Miti’s Inter- 
national R & D Cooperation Division 
explains, is that not even Miti can com- 
pel Dames to comply with the agree- 
ment if they do not want to, 
Orchestrating the negotiations on 
the US side is the White House's Office 
of Science and Technology Policy 
(OSTP), led by Deborah Wince, the of- 
fice's assistant director for international 
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|- is easier said than done; For technology 


. funded research? . 





| Department of Defence. 


| tnat have brought pro- 





— the Office of the US Trade 


is already an inextricably international 
activity. A third of MIT's students are 
not American: a quarter of the faculty 
are not American-born, and many re- 
tain their original nationality. Would 
protectionist legislation. exclude them 
from pape mg in government- 
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‘Swiss and a German (for which eae 


won last year's Nobel physics prize 
qualify as American technology? Or 
how about research sponsored by Du 
Pont's venture-capital fund in Japan? 
Even Amgen has a Japanese part- 
ner: the beermaker Kirin. Small outfits 
like Amgen need cash and the expertise 
| to scale up their products into industrial 
| quantities. Would protectionist laws de- 
prive such firms of suitable partners? 
Reich concludes that, even if it could 
be done, “it is not in America’s interest 
to bar foreigners from the fruits of our 


company’s Zurich laboratories by a | research and development.” Technol- 


But, at 


affairs. the 
OSTP's invitation, the 
US team also includes 








several members trom the 
Commerce Department, 





Representative and the 


is their demands 


gress to a 
halt. 

"What the executive 
branch is trying to do,” 
Bloom believes, "is to use 
the negotiations .. -as a 
vehicle for asking for alot 
of things that are nor- 
mally part of trade negoti- 
ations, and that's where 
the Japanese have baulk- 
ed.” One of these things is. 
the protection of. intellec- 
tual property. | 


grinding 


p Es US, mindful of pos- 
sible Japanese partici- 
ation in the proposed 
S$6 billion "supercon- 
ducting — supercollider" 
p and other US- 
'ased programmes, wants 
ny patents arising from 
, int work to be handled 
under the US system 
(which differs from the 
Japanese and European 
systems in that a patent's 
contents are not pub- 
lished before the patent is 
granted). The Japanese 
position is that a unified | 
international system for 
handling patents is desir- 
able, but that the issue of 
intellectual property is 
one which should be ad- 
dressed separately. 

The most contentious issue dividing 
the two sides concerns the freedom to 
n. the results of joint research. 

his issue seems to have arisen as a re- 
sult of US worries over security in the 
wake of last year's Toshiba Machine 
case (in which the Japanese company il- 
legally transferred technology to the 
Soviet Union). 
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Source: Japan Science and Technology White Paper 1987. 


REVIEWDIAGRAM by Andy Tang 


Freedom to publish is one respect in | 


which Japan is actually more open than 
the US, since virtually no Japanese re- 
search is funded by the military, 
whereas up to 40% of US research is. 
The Japanese adamantly refuse to give 
up this freedom. 
The US Defence Department is in- 


| sisting that there is a need to prevent 
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STATE OF THE COMPETITION 


_ == (Comparison between Japanese | 





zi Japan is somewhat ahead of US 


i Japan has a definite edge over US 


ogy. ‘he says, is not like. 


| for another five years or so,” 


modity which can be. hoarded; its value 
lies in what people do with it. The real 
problem is not that Japanese companies: 
are taking unfair advantage of Ameri- 
can ideas; it is that American com- 
panies are not as good at turning ideas 
into products that people want to 
buy. S 
That is the ch 

faces. Forcing 
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odis that rela- 
een will de- 
urther. Already 
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ide as a result of 
Americans see 
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-Japanese right 
> putting Band 
wmo what's really a 
rhaging problem 
m if pe don't take 
" says a senior 
"In this 
ane people who 

ally focus on 
d economic issues 
mgress are just 
now beginning to look at 

[science and technology]. 

and that is a time bomb 
. for Japan.” 

For the immediate fu- 
ture, it is likely 
the Japanese strategy will 
be to keep extending the 


of the year, when a new 
US administration takes 
office in 
stonewalling, warns the 
US negotiator, would be 
^a very unwise thing, 
because the deal that — 
we are] offering them 
is far less onerous than 
the one they could get 
down the road as this — 
issue gets worse — and it 
will.” 

The Japanese appear to recognise 
this, but take a long-term view. "This. 
[friction over technology] could go on 
says a. 
senior Japanese Government science - 
official. He predicts that Congress will- 
probably pass a couple of techno- 
nationalistic bills, but he adds, "we're 
ready for that." — Bob Johnstone . 



















tia em rrr der AM yamma errata 


that]. 
agreement until the end |. 
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Techno-nationalists 
assert that there is a 
“major imbalance in 
the flow of new know- 
ledge and technology 
from the US to 
B Japan.” One of the 
a ia major reasons for that 
imbalance, and the conduit through 
_ Which the knowledge flows, they say, 
. are the thousands of Japanese scientists 
 andengineers working at laboratories in 
. US universities and federal institutes. 
. By contrast, a mere handful of Ameri- 
can researchers work in Japan. 
. . This, they argue, is unfair and must 
change. "The Japanese are going to 
-have to recognise that they can't expect 
-to have their best people training in the 
. US, then coming back to Japan to work 
‘| in industry labs . . . and not provide 
_ |. equal opportunities for foreigners to do 
. .| the same in Japan," says Mitchell Wal- 
| [p lerstein, director of the US National 
| Academy of Sciences’ Office of 
Japanese Affairs. “If they can't find 
— | ways to do that, then they are going to 
j have to live with the consequences.” 
|... One example of these consequences, 
. | a White House science policymaker 
| .]- predicts, will be that “pretty soon some 
| | of our politicians are going to make the 
.] connection and say, ‘we don't want 
_ | these people here’.” At least one politi- 
| cian, Sen. Jay Rockefeller of West Vir- 
-— |-ginia, has already made the connection: 
4 “Young people learning technology," 
.. p he. has said, “are tomorrow's trade 
v | Statistics." | 
oS Rockefeller, together with Republi- 
| can presidential contender Sen. Robert 
.. | Dole, was the sponsor of a legal instru- 
— | ment that could be used to kick the 
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| Obstacles to the 
| free-flow of scientists 





eagan administration 
‘yo that could jolt the 


and the sale of anti-ship 





Japanese out. Known as the Federal 
Technology and Transfer Act and pass- 
ed by Congress in 1986, it empowers di- 
rectors of federal laboratories to deny 
access to foreigners whose countries 
have no agreement for reciprocal access 
with the US. 

Described by Justin Bloom, a former 
US science attaché to Japan, as “an ab- 
solutely ridiculous piece of legislation” 
(because it could require the negotia- 
tion of hundreds or even thousands of 


new bilateral agreements), *. . . enacted | 


by people who know nothing about 
science and technology, or about 
technology cooperation or exchanges," 
the statute is nonetheless on the books, 
directed at Japan, and, in the view of 
one commentator, "there are a lot of 
people [in the US] who would like to 
invoke it." 


The act has reportedly already been | 


used once, against a Japanese re- 
searcher at Lawrence Livermore na- 
tional laboratory. “What can happen” 
in the future, warns the White House of- 
ficial, “is that [the act] will be more 
rigorously used.” 

In fact, says Rockefeller, it is by no 
means clear how many of the Japanese 
at US institutes actually are there to 
learn technology. Indeed, it is not even 
clear how many of them there are. Wal- 


lerstein reckons that 7,000 is about | 


right, but he admits that this is an “anec- 
dotal estimate.” 
What is certain, though, is that there 


are more Japanese scientists — 343 of | 


them in 1987 — working at the National 
Institutes of Health (NIH) in Bethesda, 
Maryland, than at any other US insti- 
tute. Even more irritating, from the 
techno-nationalists’ point of view, is 
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that most of their salaries are paid by the. 


US Government. 

Why are they there? According to 
Dr J oseph Rall, a deputy director at the 
NIH, it is because “we try to get the best 
people, wherever they come from, and 
there happen to be quite a few good 
Japanese people who want to work here.” 

The reason that there are so many of 
them is that cutbacks by successive ad- 
ministrations in the number of federal 
employees at national laboratories has 
left the NIH short-handed. The institute 
is glad to get highly qualified people — 
most of them PhDs — who are prepared 
to work for a relative pittance (salaries 
start at around US$20,000). 

Although undoubtedly the Japanese 
learn much from their experience, Rall 
dismisses the argument that the NIH 
trains. foreigners to go back to their 
countries and compete with the US: “In 
the first place, they're largely trained 
when they come here, and [in the sec- 
ond] there are no particular secrets 


| the NIH .. . everything's public." 


or do all the Japanese go back to 
Japan. The best of them the NIH 
tries, in Rall's words, to steal: "We've 
had several first-class Japanese that we've 
stolen on our staff for 10 to 12 years.” 

The largest number of Japanese 
scientists who come to the US each year 
do so at the invitation of the National 
Science Foundation (NSF), the US 
agency responsible for the support of 
basic research. In 1986, the NSF paid 
for around 400 Japanese university re- 
searchers to come and work at univer- 
sities all over the US. 

Here again, though obviously the 
visitors benefit greatly from this expo- 
sure, the exchange is by no means one- 
sided. As Samuel Coleman, a director 
of the Japan Centre at the University of 
North Carolina, points out: “Lay 

eople take a look at the numbers of 
apanese in our midst and assume that 


teet menn 
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| they somehow parachuted in uninvited. 


Well, they were selected through a com- 
petitive process by Americans who are 
discriminating specialists, and who find 
them very productive partners." 

None of the Japanese sponsored by 
the NSF, and very few of those who 
work at the NIH, are company employ- 
ees. Most of the 200-odd visitors at the 
second most popular institute for 
Japanese, MIT, are. But here, too, the 
notion that they come just to sop up 
American ideas is not easy to support. 

Many attend for just one year, which 
by common consent is not long enough 


to offer. MIT defends itself ae Pontis 
out that a window works both ways. 

In a recent issue of the Japan Eco- 
nomic Institute Report, | Eleanor 
Westney, associate director of MIT's 
Japan programme, commented: “The 
fact that we have a lot of Japanese en- 
gineers here means that if you really 
want to find out what's going on in many 
areas of Japanese science and technol- 
ogy, MIT is the best place to do it . 
Working side by side with students in 
the university... isa relatively i inexpen- 
sive way to learn how the J apanese view 
technical problems, how they do re- 
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say that they do not want to clo 


doors of the US research system to the 


Japanese. But, in return for continued 
access to the US, they demand that 
Japan should make a major effort to 
open the doors of its research system. 
"The word is out in the [Western] 
scientific community," a senior official 
in the Write House $ PE of punc 





arriers that have 


search . 
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to carry out any substantial research. At 
least as important from the companies’ 
point of view is the exposure their em- 
ployees get at MIT to American style 
and culture, and the opportunity to 
make connections which will stand them 
in good stead during their careers, And, 
as at the NIH, MIT is able to keep the 
brightest for itself, for example, the 

mer of last year's Nobel prize for 

dicine, Susumu Tonegawa. 

` Techno-nationalists attack MIT for 
giving the Japanese a window on the 
| best that US science and ay has 


represent a 


tion would be 
in the foot,” 
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.. poses a dücinma for the M administration. I Its refinsal to 


o act t tugh could only strengthen Congressional resolve to 
push for a protectionist trade bill. A presidential veto against 
the omnibus trade bill could be used by the Democratic Party 
Iz ise the Republicans. It was clearly: the Reagan admin- 
: istration 's desire to show firmness in trade policy that led it to 
. graduate four Asian newly industrialising countries from the 
Generalised System of Preferences (GSP), though there was 
Congressional demand for it. — — 
A On the other hand, the administration i is concerned that if 
. Japan-bashing is allowed to be carried too far, it could not 
- only have long-term consequences for the US economy and 
< security but it could cloud the prospects for a Republican vic- 
_. tory at the polls. “If Jim Baker can keep the trade deficit in 
manageable proportion and avoid recession till November 
| he is home-free," says one Congressional analyst. 
adds: “When Baker is asked to take sanctions against 
e has one eye cocked on what the Japanese would do 
bond market.” (Baker is supporting Republican 
Bush’s candidacy.) Japan has been financing a large 
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` But she adds that, though in 
her opinion the Japanese in the US 
“tremendous resource,’ 
Americans “seem uninterested in tap- 
ping their expertise.” 


R all reckons that restricting Japanese 
access to US facilities and informa- 
“shooting ourselves 
pointing out that “one of 
the great reasons for the scientific suc- 
cess of the US has been our extreme 
openness to foreign nationals.” 

Even hawks in the administration 


(US researchers in Japan) 
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issertions? Ac- 
lace, head of the 
nge programme: 
requests by US 


How valid ài 
cording to Charle 


Gem iet in thew 
bee “We have many mor 


investigators wh to do some work 
in Japan than we Can support at the pre- 
sent time.” The foundation can only 


fund about 20 projects a year. 

Bob Lewis, a young American scien- 
tist working for the governmental Re- 
search Development Corp. of Japan, 
reckons that the Japanese “are really 
bending over backwards to n things 
up and allow participation." He has re- 
cently been involved in the production 
by the Japanese Government's Science 
& Technology Agency of a video de- 
signed to show ui that they can 
live successfully in Jay 

Lewis claims that t k D had "full ac- 
cess" to any of the facilities he wanted to 
visit. At the Japanese Government's na- 
tional laboratories in Tsukuba near 
where he works, he says that there is 

















and a dian of f Japanese b bond PETEA coulda sent | 
mors through the US economy. | | 
The caution of the administration notwithstanding 
of Japan in Congress are not ready to relent ! 
and Senate are drafting legislation that would 
president to impose sanctions against Toshiba | 
verted sensitive submarine technology o the 
The Congress is also opposing a propos 
ment for the supply of plutonium to Japan. Rece 
strong objections of the administration, a House subcommi 
tee passed a bill prohibiting the sale of a state-of-the. 
Aegis weapons system designed to destroy incoming anti-shi 
missiles — on the grounds that Japan cannot be trusted ; 
protect the sensitive technology. iet 
Jt remains to be seen whether the full committee or th 
House agrees to prevent the sale of Aegis — costing 1 ! 
million a system — but this controversy, like the a 
ban Toshiba products, underlines the degree to wh 
tion and prejudice have come to cloud US-Japan 
The new dispute over DUROIUY access can n only; feed the pr: 
judice. HEC 





| age of the US financial system, Hong- 


t needs of countries whose currencies are 


be more like 500 additional place 
The prediction is coming true. lr 
January, the Japanese Ministry of Edu- 
cation, Science & Culture announced 
that from October it would be offering 
100 new fellowships for young, post- 
doctoral foreign scientists. Of this, 50 
are to come from the US, and the rest 
from Western Europe. The 50 Ameri- 
cans are to be selected by the NSF (25), 
Japanese professors (20) and the NIH 
(five). 

A similar programme, details of 


“no sign of closure at all — Fve had total 
. freedom to go and talk to researchers, 
and ask them details about their re- 
sults. The only place you see signs 
. of closure is on the company side," 
< which, as a former company researcher 
himself, Lewis finds "totally reason- 
able." 

< But even companies are beginning to 
open their doors to foreign researchers. 
In the past, even big Japanese firms did 
not go much beyond tokenism in hiring 
non-Japanese staff. But a 1986 NSF sur- 
vey of some 250 Japanese corporate-re- 
search centres was surprised to discover 
that more than 60% of them were 
^amenable to receiving foreigners in 
their laboratories." 

... Based on this finding, the survey pre- 
dicted that in "three to five years from 
now, there will probably be 150 to 200 
more places for foreigners in Japanese 
industrial laboratories than there are 
today. If you add to that the places that 
will be opening up in the public sector — 
at Japanese Government laboratoriesand | 
universities — the number will probably 





offered by the Science & Technology 
fellowships for foreign scientists to work 


Electro-Technical Laboratory, argu- 
ably the best research facility in Japan), 
again evenly split between the US and 
Western Europe. 

The question now is, in offering all 
these opportunities, have the Japanese 
called the Americans’ bluff? Richard 
samuels, director of MIT's Japan pro- 
| gramme, thinks so: "We don't have 200 
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which have yet to be worked out, will be | 
Agency. In addition, Miti is offering 10 | 


in its institutes (which include the elite | 
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rush to go to J apan to 





and even if we did, 





do their re- 
search." | 


Wallace concedes that the founda- 


tion will probably not be able to find 
enough suitable candidates for this 
year, but hopes to be able to meet the 
goal by 1989. He says that since the 
Japanese fellowships were formally an- 
nounced at a meeting of the American 
Association for the Advancement of 
Science in Boston in February, he has 
received at least 60 inquiries. 


thers are less optimistic. Bloom says 

that "the simple fact is that if Japan 
was wide open there would be few addi- 
tional Americans who would go to 
Japan to work in Japanese universities." 
Not just universities, either: Alan 
Engel, a consultant who is helping to re- 
cruit scientists for Japanese Govern- 
ment — sponsored research projects, re- 
ports that out of the first 15 responder 
to job advertisements in US publi 
tions, 14 were not American-born. 
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[THE 5TH COLUMN 


- | Arise Sir Alan Greenspan, 
_ | Monetary Lord of Hongkong 


ongkong needs a new political stra- 





former US defence secretary Caspar 
Weinberger for extraordinary service to 
Britain during the Falklands War, US 
public officials are often strong 
Anglophiles and thus susceptible to 
royal persuasion. 

Whitehall would probably be con- 


tegy to manage its exchange-rate 
link with the US dollar. Under the cur- 
rent system, Hongkong is effectively the 
13th Federal Reserve District of the US 
but exercises no influence over the con- 
duct of US monetary policy. Moreover, 
the US Treasury has been highly critical 
of the currency peg, arguing that it 
causes Hongkong to import too much 
US monetary policy and not enough US 
goods. 
. Most of the debate about alterna- 
tives to the current exchange-rate sys- | 
tem has focused on conventional mone- 
tary reforms, such as repegging to a 
higher rate, returning to a free float, or | 
creating a central bank in Hongkong it- 
self. But there is a potential fourth op- 
tion. Instead of being a passive append- 


ment of monetary diplomacy. 


serve Board chairman Alan Greenspan 
in recognition of his role as the territ- 


stroke make him highly cognisant of the 
fact that his monetary rule extends over 
far more realms and territories than 
merely the US’ 12 Federal Reserve Dis- 
tricts. In fact, several of those addi- 
tional territories are also among Her 
Majesty's other dominions, including 
Bermuda, the Bahamas, Belize, Gre- 
nada, St Kitts-Nevis, Antigua and Bar- 
bados. 

Nor should Hongkong's efforts to 


Reserve policy more responsive to the | 


linked to the US dollar. 

How could a small British territory 
on the south coast of China hope to 
make itself heard in the hallowed cham- 
. bers of the US central bank? | 
| Ordinarily, it would be difficult, but 
. Hongkong enjoys a special advantage 

not available to Liberia, Panama and 
other countries in the dollar currency 
zone. As was recently demonstrated by 
|. Buckingham Palace's decision to knight 


kong should attempt to make Federal 
i 
| 





David Hale is chief economist at the 
eee Kemper Financial Services 
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tent to use the Queen's patronage only | |... 
to promote British military interests, |. 
but with prodding from Hongkong, her |- 
favours also could become an instru- |: 


The governor of Hongkong should ^ 
ask the Queen to knight Federal Re- |- 


| 
| 
| 
| 
| 
| 
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export American monetary policy stop 
with this knighthood. It should adver- 
tise its status as a monetary mistress of 
the Federal Reserve by printing a new 
series of banknotes celebrating the re- 
lationship. At least one note should 
carry a picture of Sir Alan seated among 
the other governors and district presi- 
dents in the great parlour where policy 
is formulated. 

Another might display a global map 
of the Federal Reserve system encom- 
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ory's de facto central banker. By confer- | 
ring such an honour, she would at a ~~ 


passing its monetary satellites in the 
western Pacific, the Caribbean, and Af- 
rica. If Hongkong’s efforts to flatter the 
board stir bureaucratic envy at the US 
Treasury, it might even be prudent to 
issue a banknote displaying the US 
Treasury on one side and a picture of 
Treasury Secretary James Baker on the 
other. 

Hongkong also could score a major 
olitical coup in the US Congress by of- 
fering to pay a service charge or rental 
fee to the Federal Reserve for the im- 
portation of US monetary policy. At 
present, all of the US’ presidential candi- 
dates are talking about the danger of 


"imperial over-stretch" and the need for - 
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Two major problems remain. One is 
that, whereas spending time at a US in- 
stitute is virtually de rigeur for an am- 
bitious young Japanese scientist, his US 
counterpart risks missing out on the 
grants available in the competitive US 


research environment by coming to 
Japan, still regarded by many US scient- 
ists as an academic backwater. 

The other problem is language. 
More than 4576 of the companies in the 
NSF survey said that they wanted 
foreigners coming to their laboratories 
to speak enough Japanese for daily con- 
versation. But should they not also be 
capable of the much more demanding 
skill of reading Japanese, too? After all, 
a much-repeated accusation on the 
American side is that the Japanese 
"hide" their really hot results by pub- 
lishing them only in their own language. 

Learning to read Japanese, accord- 
ing to Prof. George Hall, an Irishman 
who in 1983 became the first foreign 


| »fessor to become a full-time faculty 
mber of a Japanese national univer- 


sity (Kvoto), would be "a total waste of 





Japan. 





time . . . because all the good basic 
science that I'm aware of is published in 
English." 

apanese scientists are just as status- 
conscious as the rest of their compat- 
riots. One of the best ways for them to 
acquire status is to have a paper pub- 
lished in an international journal. 

But the real problem is not that pa- 
pers are not in English, says Hiroshi 
Inose, until a year ago dean of engineer- 
ing at Tokyo University, but getting 
foreigners to read them. 

During his time at Tokyo, he was in- 
volved with two academic journals 
which were published both in Japanese 
and English. But, whereas the former 
had tens of thousands of subscribers, as 
far as the latter were concerned, “no- 
body wanted to subscribe." This, says 
Inose, "clearly indicates a lack of in- 
terest on the part of the US." 

Ultimately, it is this lack of interest, 
rather than any structural barriers, that 
is the root cause for the imbalance in the 
flow of ideas between the US and 
— Bob Johnstone 








reenspan: lording it over Hongkong? 


greater “burden sharing” by the coun- 
try’s allies in paying for Western de- 
fence. 

While it would be politically impossi- 
ble for Hongkong to pay the US a mili- 
tary allowance, it could win many 
friends by promoting the concept of 
"central bank burden sharing" through 
an annual subsidy to the Fed's operating 
budget. Once established, the principle 
could become an important instrument 
of monetary diplomacy for other coun- 
tries whose currencies are linked to the 
US dollar. 

Although the ground rules for inter- 
national monetary diplomacy are 
changing rapidly, there is a danger that 
some US Congressmen will oppose 
Hongkong's efforts to seduce the Fed- 
eral Reserve with fancy honours and 
burden-sharing fees. But the fact is such 
bribes would be relatively small 
potatoes compared to the huge cash 
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contributions now being poured 
into the Republican Party’s re- 
election campaign by the central 
banks of Japan, Taiwan, and 
other countries alarmed about 
US economic decline under Pre- 
sident Reagan. 

In 1987, foreign central 
surge of US interest rates and 
prolong the Reagan boom by 
buying more than US$100 bil- 
lion of US debt. In the first two 
months of 1988, they helped to 
flatten the US yield curve and 
revive the mortgage market by 
diverting an unprecedented 
quantity of their dollar reserves 
into long-maturity securities. 

In an upside-down financial 
replay of the Opium Wars of the 
19th century, Asia's central banks have 
been aggressively subsidising the 
American people’s unhealthy consump- 
tion habits in order to reduce the danger 
of an election-year recession which 
might give a boost to Democratic candi- 
dates preaching economic nationalism. 
No one has yet called George Bush the 
Manchurian candidate of 1988, but he 
is emerging as the effective beneficiary 
of Asia’s effort to prop up the US 
economy with heavy doses of financial 
valium. 

If the central banks of Asia can be al- 
lowed to elect George Bush president, 
how can Congress object to the Queen 
conferring upon Greenspan new titles 
which will more fully reflect the global 
scope of his responsibilities: Knight of 
the Garter, Monetary Lord of Her 
Majesty's Other Realms and Ter- 
ritories, and Defender of the Hongkong 
Dollar. IR 
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In any case, Jap 
special measure 

The TSE ma : 
Takeuchi implied, but none of them had 
much to do with what had happened in 
October. The US has produced no 
fewer than seven official reports on the 
crash and a final examination is cur- 
rently under study by the Reagan ad- 
ministration. In contrast, Japan has not 
held a single official inquiry. 

The reasons for this confidence were 
clear from Takeuchi's interpretation of 
the diagnoses offered by the different 
US agencies into the events of October. 
Three issues stood out from his reading 
of these US reports: an analysis of the 
causes of the collapse on Wall Street; 
the question of how to manage the three 
separate securities markets in cash, fu- 
tures and options; and whether a "cir- 
cuit-breaker" is required to prevent a 
stockmarket panic feeding on itself. 

In Takeuchi's opinion, all the reports 
agreed that economic problems in the 
US were the underlying factor behind 
the debacle. On the second question, he 
said that the different organisations 
which had probed the affair were split 
on whether an agency such as the US 


e its problems, 














Federal Reserve should exercise overall |. 


responsibility for all markets. Opinion 


was equally divided, he suggested, on ~ 


the advisability of the introduction of 
limits on stock-price movements. 

Whatever they decide in the US, he 
said, will not have a big impact in Japan. 
As to the causes of the crash, this de- 
pends on whether the economy is prop- 
erly managed, which anyway is not a 
matter for the TSE. 

As for circuit-breakers, the TSE al- 
ready has a system of daily price limits 
which automatically come into effect at 
a certain point. The only other issue of 
relevance to Japan was the matter 
of computerised programme trading 
which wil only make headway after 
the establishment of a stock-futures 
— Nigel Holloway 
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By Nigel Holloway in Tokyo 
Jis intervention in the foreign- 
V exchange markets to check the de- 
--eline in the US dollar against the yen has 
. almost certainly been larger than is re- 
- vealed by the figures of official reserves. 
~The actual statistics published by the 
- Bank of Japan (BoJ, the central bank) 
. and the IMF show a dramatic increase in 
Japan's holdings of foreign currency last 
A year as the government in Tokyo des- 
.. perately tried to prop up the dollar. But 
` they do not reveal the whole story. 
According to the IMF, whose figures 
. are very slightly different from those 
of the BoJ, Japan's total reserves 
- (excluding gold) rose by 92% last year 
- to US$81 billion and continued to climb 
-< sharply to US$82.9 billion in January. 
Out of the increase in reserves of 
|. US$40.6 billion since the end of 1986, 
| roughly 5% came from interest income, 
j. with the rest derived from currency in- 
‘|. tervention. 
m A top official at the Finance Ministry 
. .| explained to the REVIEW that Japan's 
! official reserves, by definition, only 
comprise short-term assets (that is, cash 
and government securities with a matur- 
~ ity of up to one year). All other officially 
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Documenting intervention 


: Statistics reveal Japan's dramatic support for the US dollar 
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held foreign assets are contained in a 
separate ledger. The two combined 
form what is called the foreign-ex- 
change special account, which is man- 
aged by a department of the ministry's 
International Finance Bureau. 

The total amount of foreign assets is 
a closely guarded secret, the official 
said, in order to disguise the full extent 
of government intervention in the 
foreign-currency market. If the total fig- 
ure were known, speculators would 
have a much better idea of a country's 
exchange-rate policy, which might un- 
dermine a crucial instrument of macro- 
economic management. The official 
said that the US is the only significant 
country which reveals, on a quarterly 
basis, the full amount of its foreign-ex- 
change intervention. 

Perhaps the only way to hazard a 
guess at official intervention would be 
to record on a daily basis the views of a 
selection of foreign-exchange dealers 
around the world as to the amount they 
reckoned each central bank had bought 
and sold of each important currency. 
The outgoing president of the Swiss Na- 
tional Bank, Pierre Languetin, stated 








On the road at last 


Malaysia's North-South Highway contract goes ahead 


By Nick Seaward in Kuala Lumpur 


I: a hastily convened ceremony on 18 
March, the Malaysian Government 
awarded United Engineers (Malaysia) 
— or UE — a firm contract to complete 
and operate the country's 820-km North- 
| South Highway. Asaresult, preliminary 
|. work can finally go ahead after 15 months 
| ofdelayssince the letter of intent for the 
| privatisation of the highway was first 
awarded to UE in December 1986. 
| Signing for the government, Works 
Minister Datuk S. Samy Vellu said that 
actual construction by UE would begin 
in eight months at the latest. However, 
UE sources said that work on the pro- 
ject "will begin significantly earlier." 
. Last year, Samy told parliament that 
UE was ultimately owned by the main 
. party in Malaysia's National Front gov- 
ernment. 
| The company has earmarked three 
stretches of the highway, totalling some 
80 km, to be awarded almost im- 




























mediately to sub-contractors. Most will 
be Malaysian, providing some relief for 
the beleaguered construction sector. 

In addition to the 512 km of road that 
will either have to be built from scratch 
or radically upgraded by UE, the con- 
tract also covers 79 km currently under 
construction by the Malaysian Highway 
Authority (LLM), and 230 km of com- 
pleted expressway on which LLM is al- 
ready levying tolls. 

Although the text of the contract has 
yet to be made public, it is understood 
that the government agreed to guaran- 
tee the lenders to the project repayment 
of all loans in the event of renationalisa- 
tion of the highway within the 30-year 
concession period. In return, UE 
agreed to the inclusion of a clause allowing 
for termination of the contract by the 
government in the event of any un- 
specified “default” by UE. 

It was 





| 
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negotiations over these | lo 





uary 
thec 





in 


amounted to a total of US$140 billion. — 


A large part of this figure was proba- 
bly the result of intervention by central 
banks in the European Monetary Sys- 
tem. Taiwan’s official reserves also rose 
by US$30 billion last year, much of it the 
result of official purchases of US dollars 
in a bid to halt the appreciation of the 
local currency. But net purchases by the 
BoJ comprised a big proportion of that 
total, since the yen-dollar exchange rate 
was the chief target of speculative attack 
for much of 1987. 

The question is whether Japan's in- 
tervention amounted to considerably 
more than the net increase in its pub- 
lished foreign reserves. The authorities 
in Tokyo may have invested large sums 
in instruments with longer maturities 
simply to disguise the full amount of its 
net purchases of foreign currencies. Al- 
ternatively, it may have invested in 
longer-term assets to earn more 
terest. The finance official would 1 
reveal the total amount of interven- 
tion, but implied that the latter was un- 
likely. 


Acme to the official, the sole pur- 
pose of the government’s special 
foreign-exchange account is to stabilise 
the value of the yen, buying the cur- 
rency on signs of weakness and selling, 
as is usual these days, when it becomes 
too strong. Since the middle of 1985, the 
yen-dollar rate has become something 


— n 


clauses that prevented both sides from 
signing the contract earlier, even 
though the last remaining legal obsta- 
cles to them doing so had been removed 
by a Supreme Court decision on 15 Jan- 
uary. The court lifted an injunction re- 
lating to a charge that award of the con- 
tract to UE by the cabinet involved 
conflict of interest (REVIEW, 28 Jan.). 
It is also understood that there was a 
last-minute disagreement over the traf- 
fic-volume guarantee. According to 
sources, it was only with some reluc- 
tance that the government honoured its 
earlier undertaking to accept indepen- 
dent forecasts drawn up by British con- 
sultants Rendel, Palmer and Tritton 
(RPT) as the basis for the guarantee. 


U- this guarantee, the govern- 
w ment will provide UE with standby 
loans at 8% if traffic on the proposed 
highway falls below an average of 15% 
of the RPT forecasts. UE will also 
receive a total of M$1.65 billion 
(US$639.5 million) in loans from 
the government, paid in 10 unequal 
instalments upon completion of cer- 
tain stages. Interest on these loans 
will also be pitched at 8%, over a 
eriod of 15 years. By the time all 
ans have matured, UE reckons it will 
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a national obsession. Almost all 

an's official reserves and longer- 

term foreign assets are denominated in 
US dollars. 

The official said that “a very small 
portion" of the latter is in 
Deutschemarks and “a negligible" 
amount is held in sterling. Significant 
sums were denominated in sterling in 
the late 1970s, when the pound was 
weak, but this has fallen in recent years. 
The government of Japan holds no 
other foreign currencies to speak of, 
apart from 24 million oz of gold, a fi- 








have paid back M$5.5 billion in all. 


In addition to the government loans 
and 10% equity which the contractors 
will have to inject into the company, UE 
estimates that it will have to raise a further 
M$2.45 million in commercial loans. 

The job of raising the finance has 

en given to British merchant bank 

organ Grenfell, which will coordinate 
the task out of its London office. Origi- 
nally it was envisaged that most of the 
loans would come from foreign banks. 
But, according to UE sources, it now 
looks as if about half of the first-phase 
financing will be available from Malay- 
sian banks, denominated in ringgit. This 
will be especially attractive to UE as the 
government refused its earlier request 
for a standby-loan facility against fore- 
ign-exchange risks. | 

The first phase will be crucial to UE, 
as it has to get the most profitable sec- 
tions of the highway constructed as 
quickly as possible to provide cashflow 
for the completion of the remainder at a 
more leisurely pace. The government 
has relieved some of the pressure by ex- 
tending the construction period to 


seven years from five. But the govern- 
ment has also restricted the toll rate on 
completed sections to 5 M cents a km — 
instead of the 6 cents a km previously 
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gure which has not changed for several 
years. 

Japan has three objectives in decid- 
ing where to put its money. It must be 
liquid, with low risk and offer a reasona- 
ble return. The official said that the 
money is “mainly” invested in US 
Treasury bonds. But a significant 
amount seems to be held in three-year 
US Treasury notes, with a large propor- 
tion of the US$82.9 billion official re- 
serves held in US Treasury bills. There 
are no non-government investments. 
The value of this investment has, of 


agreed — and it has in- 
sisted on this rate to 
the end of 1992. 

According to 
Samy, the toll rate 
after 1992 will be de- 
termined by the gov- 
ernment. However, it 
is believed that UE 
will be permitted to 
raise the toll rate to 7.5 
cents a km for a period 
of three years, after 
which tolls will rise ac- 
cording to the domes- 
tic inflation rate. 

First, UE has to 
form the concession 
company to collect the 
tolls. This process is 
expected to be com- 
pleted within a few 
weeks and will initially 
be 100% owned by 
UE. Eventually, how- 
ever, this stake will be 
diluted as the main 
contractors employed 
to build the highway 
will be required to ac- 
quire equity in the con- 
cession company. 





| 





there is not much Japan can do about 
that. 

Has the Tokyo government tried to 
offset the decline in the yen value of its 
foreign assets by shifting the portfolio 
into higher-vielding instruments with 
longer maturities? "We have almost no 
such consideration," the official said, 
since the reserves are meant to be used 
to intervene in-the foreign-currency 
markets, not to make a profit. 

The bureauer ongly denied that 
the Japanese a s were big buy- 
ers of US Trea: onds in order to 
prop up the U: ment securities 
market. Such : on might any- 
way put downw; ure on US in- 
terest rates an O the renewed 
weakness of the ollar. Informed 
sources outsid anese Govern- 
ment suggeste net purchases of 
US Treasury ne bonds by the 
Tokyo authori the past year 
have not been} large. 































The governr crecy over its 
foreign-exchang gement was 
raised in the b mmittee of the 


ton 12 March. 
mber of the 
nment") party, 


upper house of 
Takayoshi Wad 
Komei (or “clean 
wanted to know w ipan did not re- 
veal the full scale of its intervention in 
the foreign exchanges when the US 
did. The Finance Minister, Kiichi 
Miyazawa, replied that this would 
merely show the government’s hand to 
speculators. | p 
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course, fallen with the US dollar. But | 














| 9 MIDNIGHT on 31 March is not just 
| the end of Japan's financial year. It is 
. also the triple-witching hour, a moment 
| of reckoning for banks, stockbrokers 
and insurance companies. Three sor- 
ceresses have cast their spell on the mar- 
kets. The first and most powerful is the 
official abolition of maruyu tax-exempt 
savings accounts. The second is a rule 
that insurance firms must write down 
| the value of their foreign assets if the 
| yen has appreciated by 15% or more 
since the beginning of the fiscal year. 
The third brings the expectation that 
Japanese banks will increase their pro- 
visions for possible losses arising from 
|. bad loans to developing countries. 

Considered logically, the second and 
third witches should tend to work 
| against the good offices of the first. But, 

in fact, they are all magical ingredients 
thrown into that bubbling cauldron call- 
ed the Tokyo Stock Exchange (TSE). 
And the spell works differently depend- 
ing on who partakes of the brew. 

The removal of tax exemptions on 
nearly all the € 300 trillion (US$2.36 
trillion) of savings accounts should glad- 
den the hearts of every punter, broker 
and fund manager. The stockmarket 
has almost certainly risen in anticipation 
that some of that booty will find its way 
into the stockmarket. The Nikkei index 
closed on 22 March at 25,842.75 points, 
only 3% below its all-time high reached 
just before the October collapse. Turn- 
over has returned to pre-crash levels. If 
share trading continues at the same furi- 
ous rate in the next six months, it will 
help to cut the expected declines in 
brokers' profits. 

The boost that maruyu abolition 
gives to the stockmarket may prove 
more hallucinogenic than real. Assets 
held in the various types of savings ac- 
counts currently yield anything from 
0.2-3.2% . These will soon be subject to 
a 20% withholding tax, which sounds like 
a lot, but when the yield is already so 
small, the new levy may not prompt a 
large-scale switch into equities. The re- 
turn on Japanese shares over the past 
year has been 2076, so perhaps the big- 
ger story is that so much money has re- 
mained tied up in low-yielding deposits. 

This reasoning may be a little too 
perfect. The end of March will be an 
ideal opportunity for the millions of 
family finance ministers to do a bit of 
spring cleaning of accounts and to con- 
sider afresh whether to put more money 
into higher-yielding instruments like in- 
vestment trusts and equity-linked insur- 
ance policies. Whatever happens, com- 
petition for the saved yen is going to in- 
tensify. That will increase the funding 
costs of the banks and force brokers to 
Offer a better service to small investors. 








€ A NET increase in costs for the 
banks ought to make the end of maruyu 
a source of double toil and trouble for 
their share prices, but the opposite has 
happened. The Nikkei bank index has 
outperformed the index as a whole by 
3.976 since the beginning of the year, no 
mean feat when the former makes up 
about a quarter of the market capitalisa- 
tion of the TSE. 

The strong surge in bank shares 
seems to have little to do with funda- 
mentals. If it had, these counters would 
have moved up in December, when bet- 
ter-than-expected profits were reported 
for the six months to September. The Fi- 
nance Ministry's study on deregulation 
in the same month should also have 
been a bullish factor for the city banks 
because it presages the end of trust 


TSE dealer: a heady brew. 


banks' monopoly of fund management. 
Again, prices did not move. 

Now comes the prospect that special 
reserves against the Japanese banks' de- 
veloping-country loans will be doubled 
to 10% of outstandings, a provision that 
would be incorporated in accounts for 
the current fiscal year. The guideline 
was handed to the banks on 11 March. 
Banks will, of course, realise gains from 
hidden assets to offset all or some of the 

rovisions, but the change should at 
east prompt some nervous sales of bank 
shares. But there is no sign of this hap- 
pening. Even Bank of osi with the 
heaviest exposure to Third- World debt- 
ors of all the city banks, has seen its 
share price rise by 24% since the end of 
last year, only slightly below the in- 


| 
| 





crease for the banking industry as a | 


whole. 

Why are banking shares ignoring 
these poor prospects? According to 
analysts at stockbroker S. G. Warburg, 
prices are rising in anticipation of afresh 








round of convertible-bond issues this 
year. These financings will be made in 
order to boost the ratio of banks’ pri- 
mary capital to assets to conform with 
proposed international guidelines. A 
premium over the conversion price of 
the previous financing is obviously de- 
sirable from the viewpoint of the issuer 
and the broker. 

In Japan, “controlling” (that is, 
ramping) the share price is an art. War- 
burg suggests that the banks will be re- 
luctant to see excessive premiums, be- 
cause the higher the margin the more 
difficult it is next time round to achieve 
the same feat. For the moment, hold 
tight and enjoy the ride — until the is- 
sues are completed. 

e THE Nikkei non-life insurar 
index has performed even more imprvo- 
sively than the banks’ barometer, gain- 
ing 40% since its low point in mid-Nov- 
ember. These gains have been made 
even though that they face possibly 
huge foreign-exchange losses on their 
investment overseas. The firms are in 
the same boat as the (unquoted) life-in- 
surance companies: if the yen ap- 
preciates by 15% or more in a fiscal 
year, they must write down the value of 
their non-listed, foreign-currency sec- 
urities by 15% . This would come into ef- 
fect if the yen were to average 
¥126.85:US$1 for the entire month of 
March. 

How to avoid this fate? Simply pro 
up the dollar until the danger is passed. 
Currency traders say the insurers have 
been actively buying dollars to bring this 
about. In the first half of this month, the 
exchange rate averaged ¥128.17:US$1, 
which means it must exceed an average 
of ¥ 125.27 for the second half of Marc 
to prevent the write-down. If they mai 
age the feat, a senior executive in one of 
the largest life-insurance companies 
said the losses of his firm and fellow lif- 
ers would be less than ¥1 trillion this fi- 
nancial year, a better performance than 
in 1986 when they lost ¥1.4 trillion. 
Listed securities have to be revalued for 
any change in the exchange rate. For- 
tunately for the insurers, US Treasury 
bonds are not included. 

Even if they succeed in minimising 
their losses, the battering they have re- 
ceived overseas has made them think 
twice about taking more punishment. 
Net portfolio investment in foreign 
equities and bonds by Japan actually fell 
by 10% to US$90 billion last year and 
for securities alone by 22% to US$73 
billion. Unless the US reduces its appe- 
tite for foreign (i.e. Japanese) capital by 
cutting its budget deficit, yields there 
will have to rise to attract investors from 
overseas. We are not out of the en- 
chanted forest yet. 
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from the US in 1987. But that figure 
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E onu economy is beginning to 
cool off as the early effects of an ex- 
port slowdown have made their mark. 
Growth that hit 11.5% for all of 1987 is 
scheduled to slide below 776 this year, 
according to government estimates. 
Fourth-quarter GNP growth in 1987 
was already down to 7.476. 

Behind the decline is the fact 
Taiwan's dominant export sector is fi- 
nally feeling the effects of the rampant 
NT dollar appreciation against the 
greenback. This has coincided with in- 
creased trade openings at home and 
rowing protectionism abroad. Since 
ate 1985, the local currency has risen 








. over 40% against the US dollar. In 1987, 


the NT dollar appreciated 24.3% from 


|. N'T$35.50:US$1 to NT$28.55:US$1. 
|. Taiwan's own efforts to correct im- 


‘uaances by opening markets have also 
contributed. Tariff cuts on more than 


4,800 importitemsinthe last year have 


increased competition for local manu- 
facturers and given overseas traders 
a better chance in Taiwan's markets. 

The results are clear. While 
Taiwan's total trade climbed last 
year by 38% to US$88 billion, im- 
ports have steadily gained on ex- 
ports, growing by 43% in 1987, while 
exports grew 34.5%. Even in NT- 





dollar terms, imports gained by 20% — | 4o 8i 
and exports by 13.2%. | 
Despite these factors, however, | 3.50] 
| 


Taiwan’s overall trade surplus still 
soared 21.8% to US$19 billion, as 
lower oil prices helped tenacious ex- 
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(Taiwan's export and import figures, Aug. 1987-Feb. 1988) 
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is certain to come down substantially 
this year as the current trend continues. 
The surplus with the US for January and 
February this year is US$1.6 billion, 
down 29% from a year ago. Last year's 
US$2.3 billion level was an increase of 
25% over 1986. 
This correction has shown its most 
romising effect in the last two months 
in the slowing of the NT dollar's ap- 
preciation, and political pressure from 
the US on Taiwan to further revalue its 
currency has eased. The NT dollar 
has actually depreciated slightly since 
December, holding to 
NT$28.53:US$1 and NT$28.63:US$1. 
Besides concessions on trade bar- 
riers and currency, Taiwan has girded it- 
self for future US pressure by trying to 
to lessen its dependence on the US mar- 
ket for exports. In the first two months 
of this year it sent 41.876 of its exports 


| THE GAP NARROWS | 
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porters hold on to overseas markets. | 2.5%. 2 J . g : 
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Taiwan sold US$16 billion worth | 
more goods to the US than it bought 
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Y 34b | ¥ 1271 43.7 
(US$267.1m) | (US$10b) | M 
P3.45b | —22 n.a. 
(US$164.3m) 
22.01€ 
| (202) 
| 4338 | S$670.7m | +16 5% 
| (US$333m) | (2.596) 
Malaysia | M$35.6m +153.3 | M$524.6m +62.4 2¢ 
Mining (US$14m) (US$205.7m) (1¢) 
industrial H31 Dec. | A$24.3m —547 | A$1.79b +148.7 5e Net 
Equity (US$17.8m) (US$1.3b) (same) | (up 


Rs 640m 


(US$49.2m) | 


between | 


Source: Ministry of Finance. J 


| First publicly issued results. Gold output fell 2.9% while silver 
production nearly doubled. 


Profit for current fiscal year estimated at ** 70b. Fiscal yea 
to change to calendar year. 


Company said 1986 results re-stated to correct figures from : 
Engineering Equipment Inc. 


investment properties 9696 let. Some new office lettings : 
now exceed late-1981 property-boom levels. l 


| Marine and property group said lower interest rates and! 
better business environment buoyed results. | 


World's largest tin company said better metal price boosted: 
results. MMC may increase 15.3% stake in Sime Darby. 


+14 Rs25 | Pharmaceutical company proposed one-for-two bonus, its | 
(same) | firstever. 













to the US, compared with 4676 1 
year. CUR 
And as domestic demand for eco- 
nomic and financial liberalisation ii 
creases, Taiwan's mood for diversifyin 
export markets has progressed to the 
point that legislators now openly debate 
allowing direct trade with China. Open- 
ings to East European nations are un- - 
der way. | 
The slowing of the NT dollar's rise 

has also had its monetary effects on 
Taiwan's economy, as speculators have 
turned away from the NT dollar as a 
solid bet for short-term appreciation. 
Resulting capital outflows (the curren- 

cies of choice for hot money now are the | - 
Hongkong dollar and the South Korean E 
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, won) have reduced Taiwan's massive 
| foreign reserves. Re figures show 
| they have shrunk fi igh of nearly 
US$77 billion to. xillion. 

The relaxing ré on the is- 
land's foreign re b ici 
| for money-supj 

for the firs 
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But whil noney-supply 
growth shoul ut a dent in 
the excess in Tarwan’s 


he poor outlook 
ely to keep invest- 

evel of gross fixed- 
capital formation, as a percentage of 


| 
- banking syste | 
| ! mation, as 
GNP, is forecast to fall to 16.9% for 


M for exports 
ment down. 


the first quarter of this year. The na- 
tional-savings rate has fallen to a 
projected 32% of GNP in the first 
quarter, from 42% in the last three 
months of 1987, but even a slightly 
expansionary budget is not expected 
to significantly loosen the grip of pri- 
vate savings on capital. 

— Jonathan Moore 
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Previous 3 months -US$0.48b --US$0.71b +US$0.63b ~-US$1.27b *US$0 ^US$18.98b 
Year earlier | ~US$0.22b —US$3.0b +US$0.53b ~US$1.58b +US$O +U5$20.12b 
4 Exports (7) Ps 
oe Latest 3 months US$7.45b US$13.41b US$13.77b . Ming ids 
% change previous 3 months *142 +35.8 +2.9 
% change year earlier +133 +40.4 +32.3 EG A o 
imports (8) | a c | 
Latest 3 months US$7.48b | US$14.65b US$13.62b US$4.45b US$3.14b(9) U5$43.89b(6) 
% change previous 3 months +69 + 38.4 +69 +3.9 *46 C +74 
-.; S& change year earlier +9.9 + 16.7 +37.9 * 18.1 +23.0 +39.0 
Consumer Prices i - 
Base | July 80-June 81 = 100 | Sept. € 1986-100 |Oct. 84-Sept. 85 = 100(2) 1960= 100 Apr. 77-Maàr. 78:1 00 | 1985-100 
Latest 3 months index average i 172.9 7.96 112.4 752.7 298.28 . 100.8 
i (Oct.-Dec.) teat oa ) (Nov.-Jan.) (Dec.-Feb.) (Oct.-Dec.) m SM ) 
% change previous 3 months +17 —0.1 +14 +24 +3.4 
% change year earlier *7.1 | +2.0 +6.7 +94 +88 108 
Money Supply (3) | | 
Latest A$125.23b(10) | Rmb 775.48b HK$325.63b Rs 1.611(10) Rps 29.99t M377 73 
Dec.) (Sept.) (Jan.) (Feb.) (July) (Jan.) 
% change previous month +47 * 7.5001) *47 -0.8 42.5 412 i 
% change year earlier +16.3 +31.2 +30.8 +17.2 | +24.4 £119 
MALAYSIA — | PHILIPPINES | — SINGAPORE SOUTH KOREA TAIWAN THAILAND — 
‘economic Growth % (real) (1) 
1987 5.05 8.8 6.6 
1988 5.5-6.5 5-6 6.8-7 
international Reserves (5) 
Latest US$7.44b US$0.77b US$14.02b US$4.20b 
(Dec.) (Jan.) (Aug.) (Jan) 
US$6.03b US$1.82b US$12.91b US$3.01b 
Trade Balance (total merchandise) — | AMA 
Latest 3 months * er 79b(4) -US$0.15b -US$0.73b 4 US$2.55b(5) —-US$0,5« 
Oct.-Dec. (Oct.-Dec.) (Aug.-Oct.) (Oct.-Dec.) (Oct.-Dec.) 
Previous 3 months 4 US$0.57b —US$0.33b ~US$1.10b +US$1.68b +t ~USS0.40b 
Year earlier * US$0.45b -US$0.01b ~US$0.87b +US$2.03b +US$4.13b ~US$0.32b 
Exports (7) | , 
Latest 3 months US$4.24b(4) | US$1.62b US$7.83b US$13.80b(5) US$13.75b us$3.56b 
% change previous 3 months 49.3 | +8.7 +12.9 +11.6 --§.0 +476 
% change year earlier *34.9 *30.7 * 36.1 *37.5 +27.0 +534 
‘Imports (& | 
Latest 3 months US$3.45bi(4) US$1.77b US$8.56b US$11.25b(6) US$10.47b US$4. 10b 
% change previous 3 months x47 -2.8 * 6.6 -5.3 +10,0 +49,8 
% change year earlier +29.4 +44.6 +29.2 +40.5 +56.0 +55.1 
Consumer Prices 
Base 1980=100 1978= 100 June 82-May 83 = 100 1980 =: 100 1981 = 100 1976= 100 
Latest 3 months index average 127.5 387.2 103.3 151.9 ; 205.8 
(Oct.-Dec.) (Dec.-Feb.) (Oct.-Dec.) (Oct.-Dec.) 
% change previous 3 months i 40.1 42.8 41.5 410 
% change year earlier +0.3 +8.3 *5.1 43.2 
Money Supply (3) 
Latest M$55.2b R156.11b Won 39.70t Baht 808.866 
I (Sept) (Dec.) (Feb.) (Dec.) 
% change previous month +0.4 19.9 +0.5 +39 
% change year eartier +6.3 + 14.6 +16.8 419.8 









{2) Consumer Priceindex A (3) M2 or currency plu 
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(11) % change over past 3 months 





























(4) Peninsular Malaysia only — (5) IMF definition of reserves . 
. Source: Official statistics 
































-.| by new government-sponsored mutual 


| | low. Textile shares fell on government 








Back on the way up 





“ASIAN markets ended the period to 21 Mar. mostly stronger. Taiwan was the lead bourse, up 7.7%, while 


the Philippines and Bombay lost ground. 


TAIPEI: Prices surged past the 3,500- 
-point mark after a period of consolida- 
tion as institutions picked up oversold 
issues in paper, textiles and cement. 
Encouraging US trade figures boosted 
investor confidence. Average daily 
turnover was NT$14.63b (US$510m). 
Shihlin Paper rose to NT$91.50, up 
13%, while Taiwan Styrene Monomer 
was up 12.6% to NT$178. 


MANILA: Prices declined in another 
dull period. The Manila Composite 
Index lost 8.98 points to finish at 
744.28, while average turnover fell 
nearly 20% to P37.04m (US$1.8m). 
san Miguel-B bucked the trend, rising 
< 3.6% to P151, while Atlas-B inched up 
| 1.176 to P24. Among losers, A. 
. Soriano fell 16.7% to 24.25 after a 
. rights issue. 





- BOMBAY: Shares fell on profit-taking 








funds and without support from the 
Unit Trust of India, blue-chips would 
have fallen even further. Turnover was 


refusal to raise prices for some synthetic 
fibre intermediates. SKF Bearings 
shed Rs 50 (US$3.80) to Rs 1,210, Tata 


Engineering rose Rs 15 to Rs 385. 


SINGAPORE: Strong turnover buoyed 
sentiment, though prices ended mixed. 
Interest was centred on Singaporean 
quality stocks and Malaysian specula- 
tives. Shipping punt NOL and property 
stock DBS Land attracted attention, 
up 7 S cents (3 US cents) to $$1.47 and 
8 S cents to $$1.10, respectively. Vol- 
ume averaged a respectable 31.4m 
shares a day, valued at $$55.6m. 


-|. KUALA LUMPUR: Bulls came back in | 
. force, attracted by better corporate re- | 
sults and the signing of the M$3.4 b | 
(US$1.3b) North-South Highway con- | 
tract. Construction stock IJM leaped | 
26 M cents to M$2.20 while NST put on | 
46 M cents after its associate Sistem | 
Televisyen Malaysia’s share issue was | 
60 times oversubscribed. Daily volume | 
was 15.6m shares, valued at M$25.9m. 


| BANGKOK: After starting off cauti- 
| ously, shares regained a bullish tone. 
Heavy trade in the Charoen Pokphand 
group dominated turnover. Gainers 
were mostly those issues with upcom- 
ing dividends and rumoured capital in- 
creases, and losers were dominated by 
counters going ex-dividend or ex- 
rights. The SET index rose 15.64 points 
to end at 400.31. 








HONGKONG: After rising briefly on 
the strength of better-than-expected 
US trade figures, Hongkong ended the 
period lower as the market consoli- 
dated. Airline stock Cathay Pacific 
closed at HK$7.10 (91 US cents) — 
down 5 HK cents — after reporting a 
72% gain in profit to HK$2.12b. The 
Hang Seng index finished at 2,602.80, 
up 18.12 points. 


TOKYO: Shares continued to rise in a 
holiday-shortened period, encouraged 
by a slightly firmer US dollar and ex- 
pectations of continued funds entering 
the stockmarket. Daily turnover was a 
heavy 1.4b worth ¥1.3tr (US$10.2b). 
Large-capital shares and blue-chip 
electricals captured attention with Nip- 
pon Steel up ¥19 to ¥473 and Mat- 
sushita rising ¥ 150 to Y2,680, 


AUSTRALIA: Firmer commodity prices 
returned enthusiasm to the market, 
driving the All-Ordinaries through 
the 1,400-point barrier on record vol- 
ume for the year. Trade totalled 
891.4m shares worth A$1.26b 
(US$929.9m) as local and foreign 
buyers jumped into stocks on the per- 
ception that local bourses were out of 
line with world markets. 


NEW ZEALAND: Heavy buying, much 
of it off-market, pushed the Barclays 
Index through 2,000 to its highest level 
since 12 Dec. A fallin interest rates and 
buying activity by Brierley Investments 
and Fletcher Challenge buoyed prices. 
Brierley closed at NZ$1.37 (92 US 
cents), up 2 NZ cents, after dropping 
sharply on 16 Mar. on half-vear results. 
Volume was 111.6m shares. 


SEOUL: The market advanced 
strongly on the strength of financial 
shares. Banks rose 11.8% and short- 
term finance companies were up 8.6% _ 
on rumours that a long-awaited indus- 
try restructuring was in the wings. 
Other sectors, however, were mostly 
treading water. Volume averaged 7.3m 
shares daily, with daily turnover of 
Won 125.3b (US$164.9m). 


NEW YORK: New York prices rose to 
their highest level since the global 
October stockmarket crash at mid- 
week, and then edged higher during 
the year’s first “triple witching” 
hour, before finishing sharply lower 
on 21 Mar. Takeover stocks were 
prominent. The Dow Jones Industrial 
index ended the period at 2,067.14, 
up 17.07 points. l 
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"They're spread across Australia. ME 
In over 1250 computer-linked branches 
of the Commonwealth Bank, Australia's 
leading bank. 
They can help you in every area of your 
business. 
Investments, mineral development and 
processing, tourism, the finance and rural 
sectors: wherever your interests lie. 


But first, talk to our local specialists who 
will advise you on all documentary, finance, 
and foreign exchange requirements. 


‘COMMONWEALTH BANK 






OF AUSTRALIA. 
Sydney, Tei 61 WG 711 Telex 120845. London, Tel 44 (01) 6000822, Telex &RSBE4. Frankfurt, Tel 49 1069 200 166, Telex 175097284. New York, Tel 1 (27 8489200, Telex 177656. Chicago, Tel 1 (312: 8763906; Telex 4070062. sa 
i v | Los Angeles, Tel 12131 6884702, Telex 4720573. Tokyo, Tel 81/03) 213 2311, Telex: 28167. Singapore. Tel (65) 224 3877, Telex R520920. Hong Kong, Tel 852 (5) 22 1093, Telex 60486. i 














We'd like to introduce a new weekly newsletter titled “ASIAN MARKETS MONITOR", 
intended for serious investors whether an individual or institution. AMM will provide 
you with timely, reliable news and information you need to invest confidently with 
the greater chance of success. 


Concise Coverage of Asia's Markets 


Every week AMM will provide concise, comprehensive coverage and analysis of 
Asia’s fast paced markets. Just the kind of timely information you must have regu- 
larly to assess your current portfolio and make informed, accurate decisions on new 
investments. 


AMM Helps Eliminate The Uncertainty 


While the AMM can't guarantee you success and profit, it can and will help you im- 
am cri measurably to eliminate much of the risk and uncertainty you would otherwise be 
penes Eu emus 7| exposed to. In short, you will be better prepared to make more targeted and in- 
i L4 formed investment decisions both now and in the future. 


4 eed FERS irati ot t ago! ammont brit eeh p Sera 
i ea i iP Erbe a sermon i ARGUS. 














A A Heritage Second to None E 
The AMM is prepared and brought to you by the publishers of the Far Eastern Economic Review, for over forty years the rec- 
ognised authority on Asia’s political, economic and financial affairs. All the insight and experience of our Co ompany stands be- 


hind the AMM, making it, from the start, a highly authoritative and independent source of market information. 
A Compulsory Investment 


Atan annual subscription price of only US$599 the AMM is no doubt the least costly investment you will make this year. It will 
also certainly prove to be the most vital and useful. Don’t make any decisions on your investments in Asia before you read 
what this report has to say. 


Unqualified Money Back Guarantee 


If for any reason after you've received AMM you wish to cancel your order you may do so at any time and receive a full refund 
of the unused portion of your payment. 


Order Now 


Order now while Order now while you’ re thinking about it and begin receiving the kind of vital information you want and need about the HONG 
KONG, SINGAPORE, MALAYSIAN, PHILIPPINE, TAIWANESE, THAI, AND KOREAN stockmarkets. 











SPECIAL 5 To: Publications Div., Dept. AMM, Review Publishing Company, Ltd., i 
SAMPLE ISSUE GPO Box 160, Hong Kong. ——— "n i 
| C] Yes! Please enter my order to Asian Markets Monitor immediately so that | can begin to benefit 
OFFER | from the investment intelligence | will receive each week. | prefer i 
e Although AMM is sold i a lee eas i 
only on subscription i [ 52 issues — US$599.00/£363/HK$4,670 i 
7 3mnle You may forward payment in equivalent local currency 
ne " yau San sample a L] fenciose... ............ N payment thereof (cheque payable to Review Publishing Company Ltd.) 
single issue by sending | Or please charge my rdi car (ick ono i 
US$15.00 along with the g American Express (7 DinersClub [I MasterCard C] Visa i 
completed coupon. i Card No. sabe RT Uk Exp. Date i 
Discover for yourself just Name Sig. i 
how great the dividends El Addrons 
can be from being a i us i 
regular subscriber to D uitae | | | 
AMM, — Bow | R0331AMM |J 








Ip——— INANE 


Individual c copies s available at Publications Division, 4/F, Centre Point, 181-185 Gloucester Road, Wanchai, Hong; 
- Review ni Ltd. is wholly owned subeidary of Dow Jones pu; Inc. Lu 











SHANWICK INTERNATIONAL CORPORATION 
FINANCING SOUGHT 
secks US$1-1,500,000-equity for business expansion. 
Arizona based manufacturer of: 
honeybee pollen dietary and nutritional supplements 
aloe vera skin, hair and nail care products 
lj Human products: Royal, Desert Health, La Vraie labels and Animal 
] products: Winners Circle labels, are industry leaders in expanding US and 
Overseas markets. 
Business plan available upon request from qualified investors. 


PURCHASERS & DISTRIBUTORS SOUGHT 
HONEYBEE PRODUCTS | 
High Sonoran Desert produces cleanest, most pollution-free honeybee 
c products. 
‘Purchasers and distributors sought for: 
Honeybee Venom 
u Honeybee Larva 
Honeybee Honey 
Human & Animal Dietary & Nutritional Products with: 
Honeybee Pollen 
Honeybee Propolis 
Aloe Vera 
Human & Animal Aloe Vera Skin, Hair & Nail Care. Products. 
Information and brochures available upon request. 
Contact: Shanwick International Corporation 
7898 East Acoma Dr., Suite 110 
Scottsdale, AZ 85260, USA  . 
Te) 951-1734 Telefax: (602) a 168 Tix: 4725030 SWIARIZ 


ARIZONA REAL ESTATE - 


Excellent investment opportunity in undeveloped land - in dosi path of : 


Phoenix Metropolitan Area. Land use plan with mixed residential & 
commercial uses. 


Experienced and reputable developer. 
Information and brochures available upon request. 
Contact: Shanwick Capital Group. 

7898 East Acoma Dr., Suite. 10. 
Scottsdale, AZ 85260, USA. 





i Tet E 951- 1734 Telefax: (602) 483- 2168 Telex x 4725030 SWIARIZ : 


PROPERTY 


LONE PEERS EO ATE AT SUO ARE ENG IRR ROSEN IT 


Now London Property from Hong Kong 


Hampton & Sons, the leading UK Estate Agents can assist you to buy, sell. let. 








UNIVERSITY OF - 
QUEENSLAND | 
BRISBANE, AUST 


he University ot o 

welcomes the par 

South-East Asian st 

leading MBA Prog 
University offers both a tra 
MBA as well as a new MBA 
Business. The University er 
paying students who have at 
degree, plus 2 years post-graduate work. 
experience to apply. This 2 year programme 
can be completed in 18 months, fan 
optional summer session is undertaken, 


| For more information, write to: 


University of C Queensland 
St. uem e Q 





ARST PACIFIC DAVIES 


Bi HUS de j ied Hout Two Exchange Square. Hong Kong. 
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T OVERSEAS POSITIONS | 
| Hundreds of top paying positions avail- | 
-| able now, Tax-free incomes. Many attrac- 
-$ tive benefits. Opportunities for ait occupa- 
tions, skilled trades, professionals, man- 
J agement, technical personnel etc. 

;] Free details. | 
| Overseas Employment. Services, Dept 
j| FE, PO Box 460, Town of Mount Royal, 
Quebec. Canada H3P 3C7. 


Maximise Effectiveness... 
Maximise Cost 
in the Classifieds! 





manage and arrange finance for your UK house or flat. 
Call Annoushka Ducas on 5-254418 or telex 61851 FPDHK HX 


HAMPTONS 


& Arlington Street, London SWIA IER “Blex: 2525] 


————————————— 


_ PERSONAL 


| THE 
DIPLOMAT HOTEL 


2 CHESHAM STREET 
BELGRAVIA 
LONDON SW1X 8 DT 


TEL: 01-235 1544 


TELEX: 941 3498 EXECUT G 
FAX: 259-6153 


Single: £42.50 + VAT 
Doubie/Twin: £58.50 + VAT 
Ail rooms with private facilities, col- 
our television, direct dial telephone, 
hairdryers, coffee and tea makers. 
Substantial breakfast served in 





bedrooms. 











OFF-CAMPUS 
DEGREE PROGRAMS 
The individualised programs offered at 
Somerset lead to American degrees at 


Bachelor's, Master s and Doctor's levels 
in a wide range of subjects. 


For a prospectus send US$8 to the 
international Administrative Centre: 


Somerset Anibersity 
Independent 


liminster 
Somerset TATS OBQ 
England 

Tel: (0460) 57255 


if you have something 
to say... say it 
in the Classifieds! 









to make appropriate en- | 
quiries and take appropriate |... 
advice before sending any | 
| money, incurring any ex- | 
| pense or entering into a bind- 


ing commitment in relation 
to an advertisement. The Far 
Eastern Economic Review 
shall not be liable to any per- 
son for loss or damage incur- 
red or suffered as a result of 
his/her accepting or offering. 
to accept an invitation con- 
tained in any advertisement 
publi ishedi in ne Review. B 





LETTER FROM HAKODATE __ 


andarins at Japan's Finance 
Ministry used to say, in that dry 
way of their's, that the two greatest fis- 
cal fiascos in modern history were the 
battleship Yamato and the Seikan tun- 
nel. The pride of the Japanese navy was 
sunk by enemy fighters on its way to de- 
fend Okinawa at the end of the Pacific 
War. The Seikan tunnel opened for 
business on 13 March. 

In a way it is not hard to see why the 
mandarins should bracket the two to- 
gether. The Seikan tunnel links the 
main island of Honshu with the most 
northerly island of Hokkaido, a per- 
fecty logical development you might 
think for a country which only now has 
tied its four main islands by road and/or 
rail (a bridge joining Honshu and 
Shikoku opens in April). But this par- 
ticular tunnel is the world's longest and 
presumably the most expensive. The 
construction cost ¥689 billion (US$5.38 
billion) and the interest payments are 
well over ¥400 billion. 

That would be a difficult sum to bear 
at the best of times, but it is hardly wel- 
come for Japan Railways whose debts 
without the Seikan are almost the same 
as those of Mexico and Brazil com- 
bined. Nor for a government worried 
that its own borrowings are getting out 
of hand. But these are not the best of 
times for rail transport. As long ago as 
the mid-1970s, jumbo jets began carry- 
ing passengers in bulk between Tokyo 
and Sapporo, the capital of Hokkaido, 
and since then a rail link between the 
two islands has simply been unable to 
compete. Bulk is the word. It is now the 
busiest air route in the world, on which 5 
million passengers are carried a year, 
compared with 2 million who take the 
ferry. 

It takes less than five hours to fly be- 
tween the two cities if you include the 
laborious process of travelling to and 
from airports. By cutting out the ferry 
service and going by tunnel, the rail 
journey takes just over 12 hours, a sav- 
ing of almost two hours. But that is still 
twice as long as the trip by plane. Ad- 
mittedly, a single rail fare is ¥20,500, 
compared with ¥25,500 by air, but few 
affluent Japanese are prepared, or have 
the time, to save the money. 

The Seikan tunnel can be seen as a 
noble venture in which Japan pioneered 
new techniques of building under water 
and 34 men died in the process. Alterna- 
tively, it will be regarded as a strate- 
gic necessity, or simply as a waste of 
money. For such an ambitious country, 
it would have been more surprising if it 
had never been built. The original plan 
dating from 1939 was on an even larger 
scale, calling for the construction of a 
railway line from Honshu through Hok- 
kaido to the Soviet Union via Sakhalin. 

The idea of linking the two Japanese 
islands was revived after the war, but 
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excavations did not begin until 1964, 
though the job was made more urgent 
by a ferry disaster in the Tsugaru Straits 
10 years earlier, when the Toya Maru 
sank in a typhoon with the loss of more 
than 1,000 lives. A final decision to pro- 
ceed with full tunnel construction was 
given in 1971 and the engineers believed 
it would take seven years to complete. 


| Instead, the tunnel took twice as long to 


finish. The rock they were boring 
through was so soft that a soup of ce- 
ment had to be sprayed on to the walls 
every step of the way to prevent water 
pouring in. At one point the flooding 
was so bad it took more than two 
months to staunch the flow. 

The 54-km tunnel is an engineer's 
dream and nightmare. The amount of 
water seeping through from the sea 100 
m above is so great, it requires five 


A train passes through the Seikan tunnel. 


pumps to pipe the water back to the sur- 
face at the rate of 1,700 tonnes an hour. 
The salt water would ruin the railway 
equipment and wiring, so they are pro- 
tected by a tunnel wall almost a metre 
thick. 


here is an elaborate network of 

devices to prevent anything going 
wrong so far from human help or to spot 
disaster if something does happen. Sen- 
sors are there to detect fire and earth 
tremors. If an emergency occurs, the 
train travels to one of two stations along 
the route and the passengers can escape 
by means of a series of passageways to 
the surface. 

Even excluding servicing the debt, 
the tunnel has cost 10 times more to 
build than was expected 30 years ago. In 
1982, the government actually consi- 
dered halting contruction and closing 
the uncompleted tunnel because of the 
expense, but by then the project had 
long since reached the financial point of 
no return. As things stand, the railway 
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company operating the line, JR Hok- 
kaido, formed when Japan Railways 
was privatised and split up in April 1987, 
would have to pay more than ¥80 bil- 
lion annually for 40 years to pay off the 
debt. 

The operators of the tunnel are not 
expecting any significant increase in 
passenger traffic, tho 
they think that the amour. _- 
freight handled will rise by 
20% a year. Because there 
are no sea ports to worry 
about, the journey for cargo 
will take five hours less 
through the tunnel. At one 
time, the shinkansen (or bul- 
let train) was hoped to be the 
Seikan tunnel's saviour, be- 
cause the travelling time be- 
tween Tokyo and Sapporo 
would be only slightly more 
than if people went by air- 
craft. In 1982, the govern- 
ment froze plans to extend 
the shinkansen north to the 
Seikan tunnel. 

The proposal may well be 
warmed up again later this 
year, but it would still take 
perhaps 10 years before a 
track could be laid to Hako- 
date, the first main station in Hokkaic 
Even with such an attraction, it 
thought the line would operate at a ** i. 
billion annual loss — quite apart from 
the cost of laying a shinkansen track, 
which the tunnel can accommodate. 

The Seikan tunnel may never pay for 
itself in narrow financial terms, but 
eventually it will speed the development 
of the economies on both sides of the 
straits. Hokkaido needs the new railway 
line to help it reduce its reliance on de- 
clining industries like shipbuilding, 
whose dockyards dominate the Hako- 
date skyline. In the final analysis, 
though, the intangible effects may be 
more important. Honshu people will 
have less reason to regard their fellow 
Japanese to the north as colonials and 
Hokkaidans will lose a bit of their front- 
ier mentality. Soviet-occupied territory 
is much closer to Hokkaido than Hon- 
shu is and it is probably a little reassur- 
ing to know that the Seikan tunnel is 
wide enough to transport tanks by train. 

— Nigel Holloway 
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Liaoning Shell & 


eather Pictures 








id rivers. 

All handcrafted, with shells and 
feathers. 

And characterized by their unique 
Styles, lustrous colour and lifelike 
vividness. 

Renowned worldwide as works of art 
bearing a distinctive Oriental feature. 

Write today for orders and details. 


PRT BRevOLIRSSAaD 
CHINA NATIONAL ARTS & CRAFTS IMP/EXP 
CORPORATION, LIAONING BRANCH 


Wut: PHABHAS AR 
EHA: ARTSDALIAN 

WS : 86224 DAC CN 
Bias : 332545,335407 


Add: 2 Hongyan Street, Dalian, Liaoning, China 
Cable: ARTS DALIAN 

Telex: 86224 DAC CN 

Tel: 332545 335407 





Available in a variety of designs — 
human figures, flowers, birds, mountains 








HONG MEI BRAND 


CHERRY APPLES (ARONIA) 


WITH STEM 
SYRUP 


IN HEAVY 
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425g x 24 tins per carton 
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CHINA NATIONAL 
CEREALS, OILS & 
FOODSTUFFS IMPORT & 
EXPORT CORPORATION 
LIAONING BRANCH 
PRA BWA AB 14588 

145 STALIN ROAD, DALIAN,CHINA 


THH CABLE ADDRESS : *TALOILFOOD" DALIAN 
€" TELEX : 86216 DACOF CN 
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Deer Brand 
Steel Shovels 
















Deer Brand Steel Shovels are indispensable 
tools for agriculture, courtyard, construction and 
mine. 

Various kinds of Deer Brand Square Shovels 
with handle, Point Shovels, Spades and Shovel 
Heads are handled by our corporation. Best- 
selected material, precision machining. These pro- 
ducts enjoying a good reputation from customers 
are turned out by means of polishing and strict test. 
which have been exported to 50 or more countries 
and regions. 

We accept processing according to customer's 
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LETTERS TO THE EDITOR 


Burma’s tragedy 


Several articles and letters in the 
REVIEW on Burma have been most in- 
formative, reflecting the sad conditions 
prevailing in the country and the appal- 
ling level to which it has sunk. 

M. C. Tun reports [BRIEFING, 22 
Oct. '87| that Burma's military boss, Ne 
Win, following his recent "confession" 
of the failure of his 25 years of despotic 
rule, is now planning to legalise private 
trade and put into reverse all his 
crackpot economic theories. But there 
is no mention as to how Ne Win intends 
to achieve this. Of course, there hap- 
pens to be one sure way to relieve 
Burma of all its miseries — Ne Win's 
permanent removal from the national 
scene. Nobody, in his wildest dream, 
can visualise Ne Win doing so volunta- 
rily and, since he has reached the age 
long past retirement for most men, the 
fervent hope is that he will quietly abdi- 
cate to spend his remaining years in the 
luxury of some Western haven. 

The reality, however, is that Ne Win 
has destroyed private enterprise and 
there is nothing to fill the void. So there 
are questions to be answered. When the 
hoped-for measures are announced, 
will the government go back to the old 








discredited system of import licences, 
foreign-exchange control, the attendant 
rigmarole of filling in scores of forms 
and paying bribes to the legion of petty 
officials to have these forms moved 
from one government department to 
another? 

Ne Win says any such measures will 
be "short-term." Is this an indication 
that after a time (to be determined 
by him alone) Ne Win and his rapa- 
cious cronies will eventually swipe 
the whole thing back into the govern- 
ment's control? One thing is certain: 
the luckless people of Burma are in 
for another bout of inefficiency, bum- 
bling bureaucracy and massive cor- 
ruption. To compound Burma's ill for- 
tunes, the country has always been 
strapped with the world's worst com- 


modity distributive structure, which has | 


never been corrected and which Ne Win 
and his jack-booted officers will never 
even begin to comprehend, let alone 
tackle. 

In the circumstances, it would be ad- 
visable not to read too much into Ne 


Win's "confession" and his promises of | 


reform; his latest move could easily turn 
out to be a mere ploy to bamboozle his 
long-suffering countrymen, if not his 
foreign-aid donors. Correspondent Ted 
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Morello’s account |Forlorn conclusion, 
22 Oct. '87] of the likelihood of Burma 
getting the go-ahead for its application to 
the UN to be considered a least-de- 
veloped country (LDC) reveals the full 
extent of the humiliation the Burmese 
delegates are being put through. The 
statistics supplied by Ne Win's emis- 
saries — per capita GDP of less than 
US$180, the "functional" literacy rate 
of 18.65% of the population and the 
abysmal plunge of export prices — re- 
present nothing but shame being piled 
upon shame, which the proud and in- 
tensely nationalistic Burmese do not de- 
serve, a degradation for which Ne Win 
should be made to answer to his people. 
Interestingly, Rangoon has been silent 
and the Burmese people have not been 
told at all about this attempt to have 
their country relegated to the status of 
an LDC. The statistics involved in this 
application, too, which tell a story 

Burma's ultimate humiliation, h 

been withheld from the public. So much 
for Ne Win's vaunted image as a "strong 
man" — an image built up, incidentally, 
by the foreign media. The Burmese 
have yet to be told by their rulers that a 
delegation on their behalf has been 
grovelling in the chancellories of the 
international community, cap in one 
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hand and begging bowl in the other. 
Has the UN or any of its agencies 
ever asked Rangoon exactly how much 
of their money goes towards propping 
up the Burmese armed forces, just what 
it spends daily on military operations 
against the rebel minority races in the 
jungles and how much goes on the all- 
pervading secret police to hold down 
popular disaffection in Rangoon and 
the district townships? Warfare is ex- 
pensive, so where does the money come 
from? 
London Max C. McGrath 


Leftist swipe 


It is good to hear the voice of a devout 
‘Burmese Way’ socialist — a Rangoon- 
lan — excercising his human rights 
anonymously in the free press [REVIEW, 
25 Feb. ]. 

After reading your two news reports 
on Burma [3 Dec. '87], a committee 
must have deliberated for days on the 
topics as directed by higher auth 
ties, and other committees must hi 
studied and amended their findings, 
which would finally be approved by the 
chairman of the party. 

The rehashing of such pathetic prop- 
aganda coincided with the 26th anniver- 
sary of the military coup which deposed 
the legally constituted government of 
the Union of Burma (2 March 1962) 
when all democratic institutions were 
obliterated. 

It was gracious of 'Rangoonian' to 
concede that the Thais were “welcome 
to any success they might have scored" 
in agricultural production, while taking 
a swipe in the leftist fashion at the mag- 
nitude of exploitation of their farmers. 
Burma, once the rice bowl of Asia, lost 
its leading position in the period of 
socialist-military planning until its an- 
nual export earnings are now less than 
that earned in a month by prosperous, 


democratic Thailand. 


'Rangoonian's' illusions belong 

> 

the pages of the censored and offi 
local Working People's Daily. But in the 

free world — who is lie trying to kid? 
Canberra Kin Oung 


Feudalist thought 


I would dispute Hugh Dunn's convic- 
tion in his article Loose use of *Confu- 


| cian’ can lead to confusion [REVIEW, 25 








Late gs Sai nM 


Feb.| that today's brand of Chinese 
Confucianism has embraced foreign po- 
litical ideas, i.e. Marxism and demo- 
cracy. 

Distinctions drawn between Korean, 
Japanese and Chinese Confucianism 
are valid, since these first two nations 
modified Chinese Confucianism ac- 
cording to respective differing interpre- 
tations soon after being imported from 
China. 

Chinese thought and the organisa- 


tion of Chinese society has remained es- 


sentially little changed since the Confu- 
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cian mould more than 2,500 years. This 
would seem to suggest a certain rigid 
and unchanging quality which the influ- 
ence of Chinese Confucianism has 
exerted on the Chinese mind. Rapid 
change has only come about in the last 
century with the arrival of Western 
ideologies. 

This century has seen Chinese Con- 
fucianism struggling in the face of im- 
ported foreign ideologies which do not 
promote the sort of feudal society from 
which Confucianism emerged and itself 
advocated by the sheer emphasis it 
placed upon hierarchy, 

This is most evident in the mainland 
where Marxism and Confucianism co- 
existed rather than created a hybrid st- 
rain of Confucianism (or a revised Marx- 
ism, from which ever way you look at 
it), each having an effect of attrition on 
the purity or “orthodoxy” of the other. 
It fs explains why the Chinese have 
found it so easy to identify with the per- 
sonification of Confucianism in the va- 
rious campaigns launched by | 
Chinese Communist Party to fight its a.. 
fluence. 

Chinese Confucianism is at its most 
“pure” within a system which promotes 
feudal thought and values. For evidence 
of this we need only look within the 
Taiwanese system or the “democratic 
system” of Hongkong (imposed by a 
colonial power primarily interested in 
the dynamic capitalism it could gene- 
rate) to see how deeply ingrained or- 
thodox Confucianism is in the minds of 
the people and the society, and how in- 
separable it is from feudalist thought 
which inevitably flourishes alongside it. 
Mexico City Carlos Dorronsoro 


Awaiting democracy 


I find Prof. Michael Haas's FIFTH COL- 
UMN [REVIEW, 10 Mar.] on Singapore 
bothersome, not because of the general 
thrust of his argument — that the Singa- 
pore Government is becoming incre 
ingly authoritarian — but because cu- 
tain statements go against political 
logic. For example, Haas states that Sin- 
gaporeans are "decent, efficient, intelli- 
gent and nationalistic. They have found 
wisdom in various governmental cam- 
paigns . . . They now believe they are 
entitled to — and await — a governmen- 
tal campaign for democratisation." 

History has shown that rare is a gov- 
ernment — or any oligarchy — which is 
prepared to hand over democracy to its 
people on a silver platter. A common 
wisdom has it that freedom is never 
given, it must be fought for. If the 
people do not come forward and agitate 
for their rights, the trend towards to- 
talitarianism can only be taken for 
granted. 

Besides, is not democracy a process 
conferred not from the top down but 
from the bottom up? That intelligent 
Singaporeans should expect their gov- 
ernment to come up with a campaign for 
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| democratisation seems a contradiction. 
| in terms and sounds ridiculous if only 
because, as Haas himself says, the trend 
. towards totalitarianism, once started, is 
| irreversible. 
j|. This brings up a point which Haas 
| does not discuss: the complicity of the 
I iret in making a mass society possi- 
| ble, albeit in a tacit, unconscious way. 
| Otherwise, how does one explain the 


| People's Action Party’s almost total 


| domination of parliament? While the 
| election process is not the sole criterion 
| of democracy, it is the springboard on 
| which the Singaporean mass society is 


| created. 


Like democracy, the concept of mass 
society can only be realised at the 
people's initiative. The government is a 
| symptom, not the cause. The remedy 
| lies not in government but in the people 
j electing more opposition members of 
| parliament so that a forum for dissent 
| may be institutionalised within parlia- 
i: m itself. 
|. The last election shows that the Sin- 
.., orean electorate understands the 
: oben. indeed has diagnosed the ill- 


| ness. It remains to be seen how far it will 


goin applying the remedy. 


Hongkong Teo Kian Teck 


Insider’s view 


Adrian Cristobal's “review” of Claude 
Buss’ book Cory Aquino and the People | 
of the Philippines [REVIEW, 10 Mar.) is | 
truly a malicious hatchet job on a fine 
scholar. Cristobal, whose transmigra- 
tion from leftist intellectual to Marcos 
retainer is well-known to all of us, did 
not bother to discuss the content of 
Buss’ publication. Instead he tried to 
destroy his credibility by alleging that he 
"peddled apocryphal tales as facts.” 

I happen to be able to fill in the de- 
tails on the two instances Cristobal re- 
lated. The conference with business- 
i men took place at Malacanang in late 
is 3 or early 1984. The businessman 
$1 sa told Marcos to his face that he had 
| been too long in power was David 
Sycip. Many of us heard the story and 
| admired him for his courage. Sycip later 
| personally confirmed the story to me. 


| As for the close adviser who told Mar- 


i cosin February 1986 that it would have 
i been better for him had he lost the elec- 
i. tion, that was Alex Melchor, who told 
+ Buss, Bob Shaplen and me at dinner at 
| his home, within 24 hours of the inci- 
| dent, what he had told Marcos. 

| Cristobal's comment that "no one 
j talks that way to the president" reflects 
j the perspective of a servile retainer who 
i cannot understand people like Sycip or 
1 Melchor. I truly regret that the REVIEW 
j. did not do justice to Buss' effort to re- 
1 cord his understanding of the events of 
4 1985-86, based on several trips to the 
1 Philippines by a scholar in his mid-80s, 
| whose knowledge of Philippine elite 
j politics is second to none. 


| California — Guy Pauker 





| 
| 
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Unhappy Malaysian 

lama Malaysian Chinese, brought up 
under the same humble environment 
and teaching as 'Angry Ahmad' [LET- 
TERS, 10 Mar.] who expressed his anger 
regarding the present state of Malaysia. 

While 'Ahmad' is angry, I am sad 
and concerned. After 30 years of inde- 
pendence, we as a nation still have not 
learned how to coexist peacefully. If the 
Malay leaders cannot even resolve the 
differences among themselves, how can 
one e SUE them to rule this multiracial | 
nation: 

On the issue of detention, I always 
remind my American friends not to take 
their right of free speech for granted. (1 
have been attending university in the 
US for five years.) If it were up to the 
Malaysian Internal Security Act (ISA), 
the Berkeley protests wouldn't have 
lasted more than 24 hours. 

The ISA could arguably be justified 
in the face of communist threats in the 
1960s, but the way it was used to detain 
dissidents recently was definitely not a 
way of defusing racial conflicts between 
Malays and Chinese. Ultimately, the 
Malays have to gain a bigger share of the | 
pie through a more gradual form of af- 
firmative action and the Chinese have to 
accept and be content with a smaller | 
slice of the pie. The current affirmative | 
action policies is too drastic and has met | 
with understandable resentment. 

Perhaps through better communica- 
tion and better understanding, both | 
communities can reach a compromise. 

But such an understanding can 
never be achieved with the type of fear 
created by the ISA. An environment 
that allows free expression has never 
been more needed. This is a vital first 


step. 
Los Angeles ‘Concerned Ah Meng’ 
Distorted perceptions 


Three interesting and related phe- 
nomena have attracted my attention 
recently: 

» Another uprising has occurred | 
against the Chinese in Tibet. Enough 
has been written on this and it needs no 
further comment from me. 

» A recent editorial in the Ming Pao 
newspaper in Hongkong noted that in- 
dependence for Tibet is "unjustifiable 
and not feasible." A quick survey of 
Chinese history will show that over the 
past 2,000 years, the unwavering policy 
of the ruling group in China, be it em- 
peror and ministers, cabinet or central 
committee, has been to grasp and hold 
as much territory as military might al- 
lows, while completely ignoring the 
opinions and wishes of the people resi- 
dent in the territory involved. It is in- 
deed a saddening situation that one 
of the leading newspaper of Hong- 
kong, the most liberal of Chinese 
societies, should spout such totali- 
tarian sentiments of Chinese ortho- 
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While it has. 
rians througho 
serve the ruling 
represents a new hi rk 
distortion of what our M; ist bends | 
would term "objective. reality," inorder . 
to serve present (and future) political 
aims. It will indeed ensure that Chinese 
perceptions of China's past relations 
with non-Chinese people deviate 
even further from reality than present 
orthodoxy has already taken them. 

The Chinese Government has re- 
peatedly castigated the Japanese educa- 
tion authorities for textbook revisions |. 
which "obscure" history. The present > 
publication serves as an excellent 
demonstration that Chinese orthodoxy 
suffers from that affliction so aptly de- 








| scribed by Mencius, whereby one “has 


eyesight sharp enough to see the tip of 
an autumn hair, but which is unable to 
perceive a cart- load of firewood.” 

Hongkong P. J. Anderson 


Simplistic solution 


According to reviewer James Clad. 
[REVIEW, 25 Feb.], Ooi Jin Bee's book. 
Depletion of the Forest Resources in the - 
Philippines cites population pressure as | 
the key villain in deforestation. Such a 
simplistic analysis does a disservice to us 
since it points to population control as 
the main solution to despoilation of our 
forest, and distracts our attention from 
other, more effective solutions. 

No, the reason why people exploit 
the forest is because there are no alter- 
native livelihood opportunities in the 
secondary and tertiary sectors, that is, 
in the manufacturing and service indus- - 
tries. Of course, Ooi would have to. 
write a book considerably longer than- 
60 pages if he were to delve into these, 
more important factors. 
Manila 
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Results: The audited consolidated results for Cathay Pacific Airways for the year ended 31st December 1987 were: 


Year ended 31st December 
1987 
HKSM 











| 
1987 Final Results MG 


















Turnover 11,708.7 
Operating profit 2,943.5 
Net finance charges 433.5 
Net operating profit 2,510.0 
Share of profits of associated companies 70.9 i 
Profit before taxation 2,580.9 | 
Taxation 450.3 
Profit after taxation 2,130.6 
Minority interest 14.8 
Profit attributable to shareholders 2,115.8 
Dividends 802.0 

it. ee 4 1,313.8 

74.3€ 46.5¢ 

1987 was an exceptional year for the Company. A unique blend of major factors it is the Company's policy to raise long-term finance denominated i in currencies 
working in the airline’s favour all came together to produce another record in which it has substantial positive cash flows. This is done to avoid any. 
result. This reflected strong external influences giving rise to increased traffic purchase foreign exchange in order to settle the resulting repayment “Shligations 
demand, steady fuel prices and currency movements which improved yields, It also ensures that exchange fluctuations affecting the value of such obligations 
Combined with the additional profit earning capability of the 177 per cent. in those currencies are effectively hedged by corresponc ing. but offsetting, 
increase in capacity flown, these factors increased the profit attributable to fluctuations affecting earnings. Forecast surplus foreign currency earnings 
shareholders by 71.4 per cent. over the 1986 results to HK$2,115.8 million. The exceed the relevant interest and loan repayment c commitments in any year and 
results were affected particularly by an unusually high rate of growth in several hence a hedged position is maintained. 
ae eye markets, specifically those of Japan, Taiwan and Europe. Prospects: 1987 was a year in which most of the principal. ae which 
Unit costs were maintained at 1986 levels. contribute to the profitability of the Company were favourable including good | 
Dividends: An interim dividend of 7.5¢ per share absorbing HK$214.8 million growth in passenger and cargo volumes, exchange rates and fuel prices; it will 


was paid to shareholders on 30th September 1987. The directors will 
recommend to shareholders at the annual general meeting on 25th May 1988 
the payment of a final dividend of 20.5¢ per share absorbing HK$587.2 million, 
payable on 31st May 1988 to shareholders registered on 27th May 1988. The 
share register will be closed from 16th May to 27th May 1988, both dates 
inclusive. The total dividend for 1987 would thus amount to 280€ per share, as 
against 20.0€ per share paid in respect of 1986. 


Operations: Two new Boeing 747-300 extended upper deck aircraft were 
acquired together with a Boeing 747-200 freighter. Three TriStars previously 
held under operating leases were acquired under finance leasing arrangements. 
A tenth TriStar was also acquired bringing the total number of aircraft operated 
by the Company up to twenty-five. The high level of growth of both passenger 
and cargo volumes which first became evident towards the end of the previous 
year was sustained throughout the whole of 1987 and facilitated the deployment 
of these additional aircraft at high load factors. The revenue load factor 
improved to 73.6 per cent. from 70.2 per cent, in 1986. 


Financing: Net borrowings at 3st December 1987 amounted to HK$6,222.4 
million compared with HK95,877.4 million a year earlier. Borrowings increased 
mainly às a result of additional unrealised exchange differences amounting to 
HK$2,344.1 million, caused by the weakening during 1987 of the Hong Kong 
dollar. against the currencies in which most of the borrowings are denominated; 
however, this was largely offset by a high level of cash received from airline 
operations together with receipts on the issue of new shares during the year. 


The Swire Group - 








be a difficult year to follow. However the new year has started well and there is 
no sign that uncertainties created by recent fluctuations in the financial markets 
have affected the air travel markets to any significant degree. Nevertheless, 
there is some reason to be cautious about 1988. In anticipation though of further 
long term growth, an order was placed during the year for a: sixth Boeing 
747-300 passenger aircraft for delivery in July I988 and subsequent & 
end two further TriStar aircraft were acquired to meet regional market demand. | 
There are two new ultra long range 747-400 passenger aircraft due for delivery 
in the first half of 1989. Options are also available to the Company for seven. 
more such aircraft for delivery between 1989 and 1991. The Company 
continues to regard the future with confidence. 






Earnings per share are calculated by reference to the profit attributable to shareholders. 
For the year ended 31st December 1987, the weighted average number of 2 846829, 3m 
shares in issue during the period: has been used (1986: 2,552,325, 500 shares}. The annual 
report for 1987 including the chairman's statement arid the audited accounts for the ‘year 
ended 31st December 1987 will be sent to shareholders on 3rd May 9988 — 
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Hong Kong. 21st March 1988. 
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| year ago, the Review marked the arrival of new Hongkong Governor Sir | gg 
David Wilson with a portrait of Hongkong as a somewhat rotten apple falling EO ae 
l ` into China’s lap. The intervening year has brought more scandals and a worry- | Sestssie, 
: ing exodus of Hongkong's middle classes. Doubts are growing about China's | 
. ‘one country, two systems’ pledges ofa large degree of autonomy, representa- 
| tional government and personal freedoms in the future. London has also shown 
, a selective deafness to departures l 
from the Joint Sino-British Declaration 
of more than four years ago. Hongkong 
| liberals are realising that the core of 
| Hongkong’s future lies with Peking and 
its ability to absorb a capitalist city 
without fatal changes. In the Focus on 
Hongkong '88, Review writers examine 
the past year and the prospects as the 
| countdown to 1997 continues. 
Page 49. Cover illustration by Michael McKeever. 
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. The opening meetings of China's Na- | Japan abolished tax concessions for 
tional People's Congress show an un- | small savers at the end of March. 
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leaders' speeches. mighty Post Office now have to com- | Politics: The rise and fall ofall ry ary ak 
ete hard for deposits. commissar D EOM 
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Washington's insistence that Mos- | Page 101 





cow Cut off its military aid to Kabul as 
part of an Afghanistan settlement is 
seen as a test of Soviet sincerity, 
rather than a military necessity. 


The Hongkong Government consid- 
ers how best to stop insider trading, 
though the practice is unlikely to be- 
come a criminal offence. New rules on 
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| REGIONAL 

- Three top Philippine 

. communists arrested 

- Three high-ranking members 

. of the outlawed Communist 

- Party of the Philippines (CPP) 
were captured in an Armed 
Forces of the Philippines 
- (AFP) raid on a Manila house. 

The AFP on 30 March claimed 
. to have arrested Romulo Kin- 
. tanar, the communist New Peo- 
- ple’ s Army (NPA) chief; Rafael 
- Baylosis, the CPP's secretary- 
general; Benjamin de Vera, 
who is said to head the CPP's 
Mindanao Commission, and 
three other senior party mem- 
bers. 

The raid came amid worsen- 
ing urban violence in Manila; a 
day before, Prospero Oreta, a 
prominent Manila area mayor, 
was seriously wounded while 
seven of his bodyguards died in 
an alleged NPA attack. 

— James Clad 


France to move nuclear 
testing from Moruroa 
France will shift its more pow- 
erful underground nuclear 
tests in the Pacific from 
Moruroa Atoll to nearby Fan- 
gataufu Island to guard against 
leakage of radioactivity that 
might result from rock frac- 
tures, the International Herald 
Tribune said in a 28 March re- 
port which was later confirmed 
by Paris. 

Australia, New Zealand 
and South Pacific island states 
have opposed the tests, which 
began in 1975 after France 
stopped atmospheric nuclear 
tests. The reduced test load on 
Moruroa will be seen as official 
French recognition of fears ex- 
pressed in the region. 

— A Correspondent 


China to curb 

overseas study 

China will restrict the number 
of students going abroad for 
graduate degrees, Liaowang 
(Outlook) magazine said. The 
party magazine said that less 
than half of the 50,000 students 
that have gone abroad since 
1978 have returned to China, 
and only 200 of the 1,200 
higher graduate degree stu- 
dents have returned. Chinese 
students in the US have said 


they believe the number of stu- 


ng abroad would be 
cut to only 3,000 a year and US- 
bound students would be 
curbed even more sharply. 


dents goi 


— Robert Delfs | 





New Bangladesh 
cabinet named 
Bangladesh's President H. M. 
Ershad announced his new 
23-member cabinet on 27 | 
March. London-trained lawver 
Moudud Ahmed, 48, became 
onme minister, replacing 
izanur Rahman Chowdhury. 
Ahmed was a former deputy 
prime minister in the late presi- 
dent Ziaur Rahman's cabinet. 


Ershad: reshuffle. 


Five faces not in the previous 

the cabinet are: Kazi Zafar 

Ahmed (deputy prime minis- 

ter), retired Maj.-Gen. 

Mahmudul Hassan (Agricul- 

ture), Korban Ali (Jute), Abu 

Ghulam Mustafa (Energy) and 

|, Rezwanul Huq Chowdhury 
(Social Welfare). 

— S. Kamaluddin 


Taiwan court dismisses 
chargesagainstnewspaper 
The Taipei District Court ac- 
| quitted the publisher and cor- 

respondent of the /ndepen- 
| dence Evening Post newspaper 
on charges arising from the first 
news assignment of Taiwanese 
reporters in China last Sep- 
tember. The Government In- 
| formation Office accused 
Wu Fung-san, the news- 
papers publisher, and Lee 
Yung-teh, its chief political 
| correspondent, of in effect 
| forging documents which en- 

abled Lee to go to Tokyo from 

where he then flew on to Pe- 

king. — Shim Jae Hoon | 

















: An item tn last week’s INTELLI- 


GENCE section concerning | 
Malaysia’s Bernama news- 

agency should have made clear 

| that former general manager | 

| Ahmad Mustapha left Ber- 
nama at the expiry of his con- | 
tract, without seeking to renew 
it. The REVIEW intended to | 
imply nothing else and regret 
any other impression which 
may have been drawn. 











Minus of Foreign Trade and 


BUSINESS | the State Commission for Ex- 


| ternal Economic Relations. 


US, Toky — Murray Hiebert 
, TOKYO agree on AT EE 
Japanese public works IMF, South Korea differ 

on 1988 trade accounts 


The US and Japan have reach- 
ed agreement after talks in 
Washington on opening of the 
Japanese construction market 
to US builders. The US firms 
will be allowed to tender for 
seven Japanese public-works | 

rojects, including airport and 

ighway work. Previously, for- 
eign companies were excluded 
from such work by rules requir- | 
ing prior local experience. The 


The. IMF has estimated South 
Korea's current-account sur- 
plus at US$8.8-11.3 billion in 
1988 (vs US$9.8 billion in 1987), 
though Seoul has pledged to 
hold the line at US$7 billion in 
an effort to ease US trade pres- 
sures, The IMF has also esti- 
mated the trade surplus at 


| 
| 
| 
| 
| USS. 6-8. 3 billion, vs Seoul's 





pact should provide wider ac- — - Mark Clifford 
cess to Japan's ¥60 trillion 

(US$480 billion) construction | India launches shipping 
market — a sore point in US- | industry rescue package 


Japan relations. India has launched a program- 
— Charles Smith | me to rehabilitate deficit- 

i : : den private-sector shipp-..., 

Malaysia to investigate companies, with a Rs 7.48 bil- 

insurance firms lion (US$575.4 million) pack- 


age of debt-rescheduling and 
conversions. However, the 
Shipping Credit and Invest- 
ment Corp. of India recom- 
mended that only 10 of 17 lines 
should be aided, and the rest 
liquidated. The 17 control 
some 90% of India’s private 


Malaysian central bank gover- 
nor Tan Sri Datuk Jaffar Hus- 
sein intended to investigate the 
affairs of the country’s 60 insur- 
ance companies when he as- 
sumed the post of director-gen- 
eral of insurance on 1 April. He 
also said that the bank would 


p 
| 
| 
| 
| 
| 
| 
| 
| 


probably set capital-adequacy | merchant fleet. 

guidelines for insurance com- — A Correspondent 

panies. Some firms lost heavily 

over the past two years on fi- Burma to import oil to 
nancial guarantees given to the | ease energy shortage 


construction industry. In a drastic change of a policy 


— Nick Seaward | of self-reliance, Burma will im- 

: port crude oil from Australia, 
Taiwan postpones fourth | according to a statement by 
reactor after protests | Prime Minat Maung Maung 


Kha in parlament. Broken Hili 
Proprietary Co. is to deliver 
114,000 tonnes of oil at just 
over US$20 a barrel, inac ` 
financed by the Asian De 
lopment Bank. Burma's pro- 
duction has fallen from 25,000 
barrels per day (bpd) in 1986 to 
15,000 bpd now. 


The government-run Taiwan | 
Power Co. monopoly has been | 
forced to postpone plans for a | 
fourth nuclear reactor worth 
NT$150 billion (USS$5.2 bil- 
lion) due to pressure from 
environmentalists, following 
problems at the company’s | 
other plants. The zr 
| 
| 
| 
| 
| 


pi esident said on 22 March that — Bertil Lintner 

if the plant were not built, the 

com Hie would have to build China sets up finance 

14-19 coal-fired stations to | Companies in Canton 

meet demand through the year | A finance company and a stock 

2000. — Jonathan Moore | company, backed by the 
People's Bank of China 

| Vietnam names two new (PBoC, the central bank), have 

| economic officials been set up in Canton. The 


| Vietnam has appointed Dau 
| Ngoc Xuan to head the State | 
Planning Committee, = 

| 


stock. company will concen- 
trate on raising and lending 
long-term funds, according toa 
PBoC official. The finance 
company will focus on short- 
term inter-bank funds, com- 
mercial-bill rediscounting and 
information/consultancy ser- 
vices. The money raised will be 
used for construction, and to 
enliven the local money mar- 
ket. | ^ — Ellen Salem 


ing acting premier Vo Van Kiet 
— who is expected to be named 
premier by the national assem- 
bly in June. At the same time, 
Vice-Premier Doan Duy 
Thanh was named to head the 
new Ministry of External Eco- 
nomic Relations — which was 


formed by combining the 



















EXPOSED BASE 


. China's newest and biggest naval base 


is near Dalian in northeast China, 


_ facing the Yellow Sea. In early 


. February the Chinese press — while 


= not disclosing its location — carried 


glowing reports describing it as 
China's largest, most modern base, 


| with one of the largest artificial 


harbours in the region, capable of 


Servicing "dozens of guided-missile 


destroyers." The reports said only 
that the base backed on to “lofty 
mountains" and faced a "surging 
ocean." Dalian is a centre for China's 
north sea fleet which is responsible for 


| protecting the offshore oil rigs in the 


| Bohai Gulf and the Yellow and East 


. China seas, 






| DRAWING CREDIT 


adonesia has made rapid drawdowns 


| «« a large part of two Asian 
:t Development Bank (ADB) “non-oil 
export promotion" credits worth a 


total of US$150 million. Approved on 
17 December last year, the ADB 
credits are supposed to be used to 
broaden the base for export earnings, 
and be disbursed evenly throughout 
1988. Instead, Jakarta had drawn 
US$136 million from the credits by 
the first week of March, a move ADB 
officials see as reflecting a worrying 
drop in Indonesia's oil earnings. 


TOLLWAY LOAN 


A US$250 million parallel-financing 
iir involving at least the World 
ank and Japan's soft-loan agency, 
the Overseas Economic Cooperation 


NTH WEEK 00 


MFOMMETM aue DE AN 

A car bomb exploded in Kabul killing 
four Russian advisers and another person, 
Western diplomatic officials in Islamabad 
said (29 Mar.). 


| BANGLADESH 





eta rà 


President H. M. Ershad reshuffled the 


cabinet and appointed a long-time political - 


ally as prime minister, it was announced (27 
Mar.). 


BURMA 


Six people died as Burmese troops bat- 


| led with 150 tribal insurgents in Mon state, it 
j was reported (23 Mar.). The Burmese army 
. mounted a dry-season offensive against anti- 
government rebels in the northeast, over- 


running camps of the Wa ethnic minority and 
smashing a heroin refinery, a top Thai sec- 
urity official said (24 Mar.). 


CHINA 
The seventh National People's Congress 
opened. Twenty-seven Japanese vacationers 


i1 and two Chinese were killed and more 





Fund, is being put together to fund 
three ambitious toll- road projects in 
Thailand's central plains. This extra 
borrowing is necessary after the Thai 
Government recently: scrapped plans 
to privatise the construction and 
operation of the roads. 


LINH'S EATON 
Nguyen Van 
Linh, general 
secretary of the 
Communist Party 
of Vietnam, has 
been invited to 
visit Moscow in 
April for 
consultation with 
Soviet leader 
Mikhail 
Gorbachov, well 
ahead of Gorbachov's summit with 
US President Reagan on 29 May to2 
June. At the top of the agenda will be 
discussion of Vietnamese plans for 
Cambodia. With the Nicaraguan and 
Angolan conflict on the way to 
resolution, Moscow is stepping up 
pressure on Hanoi to settle the 
Cambodian conflict. 


| UNDECIDED FUTURE 


Reserve Bank of Fiji (central bank) 
governor Savenaca Siwatibau has 
taken up a four-month fellowship at 
Canberra’s Australian National 
University and is understood to be 
undecided on whether he will return 
to the bank post or even to Fiji at all. 
His loss would be a grievous blow to 
Prime Minister Ratu Sir Kamisese 


than 100 people injured in a train crash near 
Shanghai, it was reported (25 Mar.). China 
announced a major restructuring of its gov- 
ernment in an effort to streamline its bloated 
bureaucracy and its chronically inefficient 
ministries (28 Mar.). 


INDIA 

An Alitalia pilot was shot and seriously 
wounded by a gunman at Bombay airport. 
Police arrested 13 Tibetans staging an open- 
air hunger strike outside the UN headquar- 
ters in New Delhi (25 Mar.). Five opposition 
parties decided to bury their differences and 
unite to offer a viable alternative to Prime 
Minister Rajiv Gandhi's government (27 
Mar.). Sikh militants rounded up five mem- 
bers of a Hindu family and shot them dead 
during the night in Amritsar, district police 
said (28 Mar.). Sikh gunmen burst into a 
marriage party in Punjab and massacred 10 
people, police said (29 Mar.). 


JAPAN 
. Lao Deputy Prime Minister Phoune 
Sipaseuth arrived for an official visit, the first 


| Mara'sefforts to "sto 
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| 
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Washingto ntial 
adviser on fo affairs, Park 
replaces Kim n. 
UPWARD = 

The see-sawing kistani 
relationship se ar 
improvement, slamabad’s 
thwarting of a^ ^ehli bid to 


become involved at an official level in 
the settlement of the Afghan issue. 
Pakistan has now proposed a meeting 
of defence secretaries, preferably in 
the first half of April, which might see 
a restart of stalled dialogue on a no- 
war pact. And President Zia-ul Haq 
and Indian Prime Minister Rajiv 
Gandhi are expected to hold bilateral 
talks when both are in New York for 
the special June session of the UN 
General Assembly. 





takeover in 1975 (29 Mar.). 
MALAYSIA 


Mar.). 


PHILIPPINES 

A judge issued warrants Rm five officials 
of a leading pro-government newspaper in 
connection with a libel charge personally 
filed last year by President Corazon Aquino 


bodyguards and seriously 


Mar. ). 
SOUTH KOREA 


in Seoul (26 Mar. ). 


The English-language newspaper The. 
Star resumed publication after a government. 
ban in place since October was lifted (26 - 


(24 Mar.). Communist gunmen killed seven 
wounded a Manila . 


were arrested in Manila, it was pense o 


Two North Koreans who stowed awav on. 
a ship from China to the Philippines arrived y 













| — 


by a Lao minister since the communist | 





s : delegates were elected, with 
<- |] some nominees from the 
| floor displacing slate candi- 


. delegates criticised national 
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New National People’s Congress showcases critical views 


Outburst of democra 


By Robert Delfs in Peking 
Lf hile past annual plenary sessions 
of the National People's Congress 
(NPC), China’s highest organ of state 
power, have showcased delegates’ dis- 
enting views, there has been nothing 
like the extent of critical comments pub- 
licised in newspapers and aired on TV 
eminating from the seventh congress, 
which opened on 25 March. 
<- Even before the NPC — which serves 
for five years — convened, there were 
indications that its normal 
rubber-stamp status may 
.have changed slightly. For 
.the first time there were 
.more candidates than seats 
yo many elections at the ear- 
“lier local-level congresses 
from which the 2,970 NPC 


dates. 
The NPC session had 
barely begun when Tibetan 


economic policies as “insen- 
sitive” to the special prob- 
lems of minority regions. Making back- 
ward minority areas compete with more 
economically developed provinces 
under the same rules was unfair, said To 
Doje Cering, chairman of the Tibetan 
autonomous region people’s govern- 
ment. 

Press and TV accounts on 28 and 29 
March were full of comments from dele- 
gates’ small group meetings. Some criti- 
cised inflation; others worried that in- 


. | terior regions would suffer under a new 
..| policy of accelerated opening of coastal 


provinces. Rural delegates stressed 
farmers’ needs for stable procurement 
prices and called for new laws to protect 


~~ rural industries and assure access to raw 
..j materials, equal to state-owned enter- 


prises. 

Urban delegates said last year's food 
price rises were unacceptable. Univer- 
sity delegates complained that pay- 
scales for intellectuals had hardly been 
increased since the 1950s. 

Aithough the plenary session ap- 
proved the namelist of candidates for 
the NPC’s Education, Science, Culture 
and Publie Health Committee 
~(ESCPHC), there were eight dissenting 
and 69 abstaining votes. Taiwan dele- 






e gate Huang Xunxing had spoken out 


from the floor to ask that younger candi- 
dates be named to the committee. Com- 
13 : chairman, historian Zhou 
| Gucheng,is 78. 
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Li: inflation fear. 


FINANCIAL TIMES 


It is hardly accidental that this out- 
pouring of critical comment followed 
the new stress on political reform at last 
year's Chinese Communist Party (CCP) 
13th national congress, and General 
Secretary Zhao Ziyang's call for more 
"openness in party and state affairs" at 
the party's second central committee 
plenum earlier in March. 

But while there is no question that 
this exercise in openness is planned, it 


sume that it has been 
scripted. A record 70% of 


gates are serving for the first 
time, and some of them 
clearly take both their repre- 
sentative role and demo- 
cratic reform seriously. 
| When Yunnan Governor 
He Zhigiang repeated the 
slogan “emancipate the 
mind, break down the bar- 
riers, and expand opening 
policies " delegate He Hui 
(no relation) interjected: 
"First we have to break 
down the provincial 2n ment depart- 
ments’ home-made policies to obstruct 
opening and enlivening.” The exchange 
was reported in excerpts from a trans- 
cript of the Yunnan delegates’ small- 
group discussion which appeared in the 
official People’s Daily newspaper on 29 
March; the transcript was proudly anno- 
tated “not submitted to the speakers for 
approval.” 
One diplomat described the publicis- 
ing of delegates’ criticism as a national 
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would be a mistake to as- | 


the newly elected NPC dele- | 





civics lesson, in which the Chinese 
people are being taught that differences 
of views can exist and be expressed 
without necessarily implying life-and- 
death political struggle. 

The most important task of the new 
congress — electing leaders for China’s 
top state posts and naming the members 
of the NPC's own standing committee, 
which carries out the organ's regular busi- 
ness and meets every two months — will 
take place at the end of the session. The 
name-list of nominees approved by the 
CCP central committee was originallv 
set during preparations forthe party cor 
gress last October-November, accora- 
ing toa report Zhao delivered to the cen- 
tral committee — though there have 
been at least some changes since then. 


A: the provincial congresses, some 
candidates nominated from the 
floor gained election to posts as high as 
provincial vice-governor. It is likely that 
one or more national leaders may be 
elected in similar fashion at the NPC as 
a demonstration of the reforms. 

There were no surprises in Li Peng's 
opening report on the work of govern- 
ment — his first major speech in the 
capacity of acting premier. In terms of 
policy, Li's address followed closely the 
lines developed in Zhao's report to the 
13th party congress and at the second 
central committee plenum. 

The first half of the two-and-a-half 
hour address was devoted to China's 
progress in economic development and 
reform over the past five years. Then] 
presented the broad programme foi 





Budgeting questions 


he state budget presented to the National People's Congress (NPC) by 

Finance Minister Wang Bingqian (page 102), left many important ques- 
tions unanswered. Wang reported revenues of Rmb 234. 7 billion (US$63.1 
billion), expenditures of Rmb 242.7 billion, and an official deficit of Rmb 8 billion. 

The deficit would be Rmb 17.1 billion if calculated using the IMF method, 
which excludes from revenues net income from foreign borrowing (Rmb 5.1 bil- 
lion) and treasury bond sales (Rmb 4 billion). Even this larger figure is only 1.6% 
of China's official GNP. In itself, the deficit is not inflationary. 

Tax revenues in 1987 were Rmb 213.5 billion (up 3. 496), and accounted for 
81.5% of gross state revenues (before deducting Rmb 37.6 billion in subsidies to 
loss-making state-owned enterprises). But if the enterprise subsidies — which 
climbed 16.4% last year — are combined with tax revenues, the net increase was 
only 1%. This revenue performance is terrible for a year of 7.2% inflation (offi- 
cial) and 9-10% GNP growth, and is one reason why even some conservatives in 
the leadership concur with the urgent need to reform state-owned enterprises. 

However, actual revenues and spending are much higher than reported in the 
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| 1988-92 in the form of what he termed 


“10 major tasks for the State Council.” 
The speech concluded with a general 
discussion of China's foreign relations. 

Li focused on inflation as China's 
outstanding economic and social prob- 
lem. But he said the State Council has 
decided to continue reforming irra- 
tional prices, and “a certain rise in 
prices as a whole is inevitable in the 
course of reform and indispensable for 
promoting the growth of the commodity 
economy." 

Overall price levels will be kept rela- 
tively stable, Li said, “preventing the 
rises from going beyond the endurance 
of various sectors,” and appropriate 
subsidies will be provided to urban em- 
ployees in accordance with local price 
rises for rationed foodstuffs. Li also 
reaffirmed the need for unified national 
price ceilings on major peers goods 
traded outside the state 
plan, such as crude oil, elec- 
Dd non-ferrous metals, 

dustrial chemicals and 
fertilisers — a 
measure introduced in pro- 
visional regulations issued 
on 19 January. Li was 
applauded when he added 
that speculators and pro- 
fiteers would be punished. 

This is at best an ambigu- 
ous statement of policy on 
price reform and the first 
time any state leader has 
openly suggested that mod- 
erate levels of inflation may 
be unavoidable, or even desirable. The 
provision for special subsidies, also re- 
flected in the draft state budget for 
1988, seems inconsistent with a deter- 
mination to hold prices at stable levels. 
But the leadership would seem to be ac- 
tually pus the Chinese people for 
a new round of price reforms later this 
year, which will inevitably lead to a 
ebarp increase in overall prices. 

Looking to the next five years, Li 


| stressed the importance of agriculture, 
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budget — it would be impossible, for example, for the world's largest standing 








industries and infrastructure. 
Grain production should reach 500 mil- 
lion tonnes by the year 2000, a total in- 
crease of 2575 from the present level. 
Agriculture has traditionally been a 
concern of conservatives in the leader- 
ship. But Li eschewed any retreat to 
coercive administrative measures to as- 
sure continued growth in agriculture. 
He endorsed the shift from small 
family plots to large-scale operations in 
agriculture. But he added that “we must 
not rush headlong into mass action, 
issue arbitrary orders and spoil things by 
excessive enthusiasm." 

Delegates criticised Li's speech in 
small group meetings. Liaoning pro- 
vince representative Ding Zhaomin 
thought not enough attention was given 
to the recent serious rail and air acci- 
dents, and asked: "Where are the mea- 
sures to deal with the problem?" 

.xw*^ Jiangsu provincial delegate 
a Qian Xiaoping said Li’s re- 
marks on Taiwan — a re- 
statement of the official 
line — were too hard. “It 
smacked unpleasantly of 
slogans,” Qian said. 

Liaoning Vice-Governor 
Zhu Jiazhen faulted Li's re- 
port for not paying enough 
attention to financial prob- 
lems. Liaoning's contribu- 
tion to the central budget 
was too high, Zhu said, 
leaving the province no 
money to implement reform 
and putting excessive fiscal 
burdens on provincial factories. And 
state funds that were due to the pro- 
vince had been delayed, he added. 

And noting Li's statement on the 
eroding living standards of some urban 
residents, Zhu asked: “How much have 
they really declined?" Zhu said he was 
dissatisfied with Li's attribution of fluc- 
tuations in food prices to certain 
shortcomings and mistakes in provincial 
governments' work. "What kind of mis- 
takes?" he asked. "What are they?” gy 


basic 







army to be financed by military spending of only Rmb 21.5 billion. Informed esti- 
mates of defence spending put it at about twice the official budgeted figure. 

Government departments run a surprising variety of schemes to make money 
on the side. The Ministry of Public Security and the People's Liberation Army, 
for example, are involved in international hotels in Peking. 

Income which local governments, ministries, departments and state-owned 
enterprises manage to keep off the books is known as extra-budgetary funds. 
These revenues have more than tripled since 1981, reaching Rmb 193 billion last 
year (equal to 82.2% of official state revenues), according to acting Premier Li 
Peng. Neither the Ministry of Finance nor the NPC has much say in how these 
funds are spent, though the government is trying to curb extra-budgetary financ- 


ing of capital-construction investment. 


As part of a planned administrative shakeup, state councillor Song Ping out- 
lined to the NPC the reorganisation of the State Council, which will reduce the 
number of commissions and ministries from 45 to 40. The revamp is aimed at 
streamlining the bureaucracy, making it more responsive and better able to man- 
age the current reform programme, and includes innovations such as a new 


Ministry of Personnel to introduce a new civil service system. 


— Robert Delfs 





| Afghanistan 


AFGHANISTAN 


ran even short- 
hdrawal from 
wed at the 
jade an agree- 
a new Soviet 
orium on aid to 


aid to the Af- 
ent Najibullah 
il is believed to 
-in preventing 
able collapse, à 
f the moratorium 
proposal has now emerged as the key 
test of credibility of the Reagan doc- 
trine, which aims at rolling back Soviet 
advances i in conflict-ridden areas of the 
world. 

A US official told the REVIEW that 
during the late March talks in Wash- 
ington between Secretary of State 
George Shultz and Soviet Foreign 
Minister Eduard Shevardnadze, Mos- 


Geneva talks 


Althoug 
ghan regime 
after a Soviet y 


what is seen as 
Soviet accepta 


| cow indicated its readiness to complete 


the troop withdrawal before the end of 
the year — thus effectively shortening 
the timetable to  seven-and-a-half 
months. In early March the Soviet- Af- 
ghan negotiators at the proximity talks 


























































































































in Geneva agreed on a nine-month with- ofe ER 


drawal period, with 50% of the Soviet 


troops leaving in the first three months 
beginning on 15 May. The US Gov- 
ernment had at that time welcomed 
the move as “a significant step for- 
ward." 

However, at the same time the US 



















































unveiled its new condition for becoming | 


a co-guarantor of the agreement with 





Moscow. A State Department spokes- - E 
man said: “We believe that obligations .| 


we take on in Geneva must be balanced 
by reciprocal obligations taken by the | 


other side. What this means is that we 


will maintain military support for the 1 


mujahideen until we are satisfied with 
the agreement, and there is a symmetri- 
cal cessation of military supplies to the 
regime in Kabul." 

During the talks in Washington the 
US fine-tuned its demand and called for 
a moratorium on aid by both sides for 
the duration of the withdrawal and 
three months after that. But Soviet offi- 
cials rejected the moratorium as outside 
the scope of the draft Geneva agree- 


ment which only calls for cessation of | 


foreign intervention and interference. 
Shevardnadze told a press confer- 









































































































































ence: "I rule this out at this time. The 
Soviet Union has its obligation to the 
Afghan Government, and that obliga- 
tion is based on the status in a treaty, a 
treaty signed by the Soviet Government 


- and the Afghan Government. Those are 


legitimate supplies, and we are not 


1921,” 

Although the US maintains that the 
condition for symmetrical cessation of 
aid is not new, officials admit privately 


_ that the idea has its origin in US con- | 
 gressional criticism and a closer reading | 
| of the agreement by the administra- | 

tion. | 


leave Afghanistan and Moscow ceases 
to aid Kabul. Stung by criticism, from 
not only his conservative friends but 
liberal Democrats as well, that he was 
being soft on Soviet communists, 
Reagan wrote to the Senate majority 
leader Robert Byrd and assured him 
that a cessation ot US aid to the Afghan 
resistance “must be matched by ces- 
sation of similar aid” to the Kabul re- 
gime. 

Administration officials concede in 
private that the new insistence on sym- 
metry has little do with the balance on 
the battlefield, because analysts are 
unanimous that with or without con- 
tinued Soviet aid the Kabul regime will 
last only a short while. 

"The reason we are insisting on sym- 
metry is political. What is at issue is the 
credibility of the Reagan doctrine and 
the setting of a precedent," said an ad- 
ministration source. US officials seem 
exasperated that instead of hailing the 
success of the Reagan administration in 
getting the Soviets out of Afghanistan, 
the president's rightwing friends are 

alling it a sellout. 

"What we are seeing is a Soviet 
strategic defeat and the conservatives 
don't seem to notice it," a senior offi- 
cial said. The official added: "The gut 
issue is credibility: on the Soviet side is 
their credibility as a treaty ally and on 
ours the credibility of the Reagan doc- 
trine which says that the US will help 
the resistance till the invaders are 
chased out." He added that for the US 
to give the impression of an asym- 
metrical accord would set a bad prece- 
dent for settling other regional con- 
flicts in Nicaragua, Cambodia and 
Angola. 

US officials, however, acknowledge 
that the push for symmetry is a gamble 
that could backfire. "We do not know 
what the Soviet politburo will decide 
when Shevardnadze returns home," 
said a source closely involved in the 
talks. "The Soviets could come back 
with a counter offer but they could also 
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going to review that treaty. We have 
had this kind of relationship — such |§ 
agreements — with Afghanistan since |B 







[^ late February some 30 senators | 

wrote to Reagan urging him to make | 
sure that aid to the anti-Kabul resist- | 
ance is not cut off until all Soviet troops | 
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begin withdrawal without signing an 
agreement." Shevardnadze left Wash- 
ington with the warning of such an 
eventuality. "The Afghan question can 
be resolved without US guarantees," he 
said. 

The Reagan administration thinks 
that the Soviets are bent on pulling out 
of Afghanistan. According to recent in- 
telligence reports, the Soviet forces in 
Afghanistan have been regrouping 
men, material and transport in a pattern 
indicative of a preparation to leave. Al- 
though some wonder whether this could 
be a regular rotation of troops, there 
have been no signs of fresh troops pre- 
paring to come. 

“If the Soviets carry out their threat 
of unilateral pullout in April before the 
Shultz trip [to Moscow] we will be in 
a box," admits one official. Moscow 
might score doubly by showing the 
world the seriousness of its commitment 
and portraying the US as the principal 
obstacle to peace. Such a move, officials 
fear, would not only produce an uncer- 
tain situation because the Soviets could 
determine the pace of withdrawal and 
may even come back, but it would also 
rob Reagan of the glory that the Mos- 
cow summit at the end of May might 
otherwise produce. 


It was no accident that Soviet leader 


Mikhail Gorbachov chose 15 May (two 
weeks before the summit) as the prom- 
ised day to begin the troop withdrawal. 
Instead of returning from the summit as 
a triumphant president who rolled back 
the "evil empire," Reagan may only 
serve as a witness to a courageous Soviet 
decision. 


> Husain Haqqani writes from Is- 
lamabad: Pakistan will wait for agree- 
ment between the superpowers on a 
simultaneous cut-off in aid to the Kabul 
regime and the Afghan resistance, be- 
fore signing any agreement at the 
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Geneva peace talks. The recent US in- 
sistence on a symmetrical cessation of 
arms supplies to both sides in Afghanis- 
tan reflects Pakistan's interpretation of 
a previously agreed text relating to 
superpower guarantees on an Afghan 
settlement. 

Pakistan will insist on an “under- 
standing" on the formation of a transi- 
tional government in Kabul as well as 
for a superpower agreement on sym- 
metry in ending arms supplies, but the 
resolution of the two issues will not be a 
precondition for signing the Geneva ac- 
cords. 

This represents a modification of 
Pakistan’s negotiating position without 
compromising its stance that transi- 
tional arrangements are a necessary 
prerequisite to implement any Afghan 
settlement. Pakistan has called upon 
UN mediator Diego Cordovez to begin 
negotiations involving Kabul and rhe 
mujahideen groups on an interim 
gime. 

Meanwhile, the mujahideen groups 
are preparing to transfer their bases 
from Pakistan to Afghanistan in antici- 
pation of a Geneva settlement. Al- 
though the mujahideen expect the US 
and Pakistan to continue pressing for 
transitional arrangements, some of 
their leaders believe they should be 
ready to continue fighting without ex- 
ternal assistance. 

The new leader of the main alliance 
of seven mujahideen groups, Gulbeddin 
Hekmatyar, has said the resistance 
would form an interim government in- 
side Afghanistan if Pakistan closes 
down the guerilla groups’ Peshawar of- 
fices. The alliance has already named 
the leaders for its own interim govern- 
ment and has also nominated a delega- 
tion to go to Geneva if Cordovez agrees 
to start the second track of negotiations 
for the transitional arrangements after 
the Soviet pull-out. p 
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{,Aqaino’s government. However, the 


. to have got off to a shaky start, with 








ym threatening the government. 


PHILIPPINES 


'ressure from the top 
Anew lobby group of wealthy commercial people is formed 
By James Clad in Manila 


D uring his last years in power, former 
president Ferdinand Marcos took a 


also wooed some nor- 
mally impartial business- 


knock when Enrique Zobel, scion of a | men, whose insistence 
rich and influential Spanish mestizo | on remaining anony- 
family, founded the Makati Business | mous confirms their 
Club (MBC). Formed in 1982, the club | sincerity. Various aca- 


demic or business re- 
search people are also 
flirting with Zobel’s 
group. 

Outlining his pro- 
gramme, Zobel told the 
REVIEW that he can draw 
upon a kitty of US$100- 
120 million, a fund 
linked partly, he said, to 
foreign interests. This 
will bankroll plans to improve govern- 
ment efficiency, retain US military 
bases in the Philippines beyond the ex- 
piry of the current treaty in 1991, geta 

“sensible” agrarian reform bill (one 


rapidly became an important forum for — 
wealthy commercial people fed up with 
Marcos. 

Zobel’s new group, the National 
Movement for Economic Reconstruc- 
tion and Survival — or "Nation Mov- 
ers,” as it is commonly known — is try- 
ing to attract the same kind of upper- 
crust dissent from President Corazon pu 
Zobel: hurdles. 
- west Zobel creation is still a long way 


At first glance, Nation Movers seems 


many here dismissing it as a tempest in a 
teapot. However, in an interview Zobel 
said he “can hold it together until 1991," | gentle on landlords) out of the Philip- 
when presidential and nationwide | pine Congress and even to promote a 
local elections are to be held. Its "nu- federal state to spread power away from 
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cleus members," he said, include such | Manila. 
familiar opposition politicians as Sen. 
Juan Ponce Enrile, a former defence | 
minister; Blas Ople, a former labour 
minister; former assemblymen Fran- 
cisco Tatad and Homobono Adaza; form- 
er senatorial candidate Vicente Puyat | 
and, not least, Vice-President Salvador 
Laurel — now politically estranged 
from Aquino. Zobel says he will use 
these men to promote business reforms. 
Despite the presence of these old pe- | 
rennials, Nation Movers may become 
more than just another opposition de- 
^^ting club. First, the Zobel name is still 
ionymous with Ayala Corp., a weal- 
thy conglomerate. Secondly, Zobel has 


hese ideas are designed to attract va- 

rious constituencies. Few are new: 
the MBC, for example, has also floated 
the federal idea. Still, some are taking 
the bait. Moro National Liberation 
Front adviser Sharif Zain Jali has spo- 
ken to some Nation Movers people, 
especially Puyat. Former defence sec- 
retary Rafael Ileto, agrarian reform 
leader Jeremias Montemayor and la- 
bour leader Democrito Mendoza 
reportedly also have had dealings with 
the new group. 

However. beyond these manoeuvres 
Zobel's initiative unquestionably taps a 





Making separate cases 
Government moves to counter Muslim lobbying abroad 


demonstration of support on its an- 
niversary to buttress its moves to be- 
come a full member of the 47-member 
Organisation of the Islamic Conference 
(OIC); it is the sole Philippine rebel 
group to have observer status at the or- 
ganisation. 

The OIC foreign ministers met in 
Jordan from 21-27 March. They did not 
give the MNLF all it wanted. But to 
exert pressure on the Philippine Gov- 
pEInmeng they decided to extend to the 
| group a new form of interim member- 
ship which could become final in a 
year's time. The Aquino government 
had lobbied strongly against the possi- 


solar eclipse darkened most of Min- 
FA danao on 18 March, but fears that 
Muslim demonstrations would also dim | 
President Corazon Aquino's autonomy 
plans for the DUE second-largest | 
island proved unfounded. The solar 
event coincided with the 20th anniver- 
sary of the founding of the Moro Na- 
tional Liberation Front (MNLF), but 
the day passed without great incident, 
fuelling suspicions that the oldest of the 
three Muslim separatist groups may be | 
onthe wane. 
But the group may have been more 
successful in its recent diplomatic ini- 
tiative. The MNLF wanted a major 





———————— Arar Ramu ihanaa 


—— 


OG ————— MB 
. 





vein of discontent among business s 
people. The richer Philippine commer- 
cial classes usually keep their distance 
from politics. Invariably foreign-edu- 
cated and concentrated in Manila’s ex- - 

clusive Makati suburb, they prefer after- 


dinner political discussions to noisy dis- |- 
1e Marcos years | 

















plays of pu Ih 

they will breach | 
of conduct only — 
business cl- - 
ers towards col- 


some busi- 





discourages the 
Still, the situation 
spiralling economic: 
last years of Marcos. 
In a climate -of ste 
economic growth, Z 
many hurdles. His group 
lot of recycled ideas, ma 


E 


— which stays in close touch with the 


business community — will not overtly uds 


oppose Aquino as it did with Marcos. 
Finally, Zobel has ambiguous op- 
positionist credentials. While his elder 
brother, Jaime Zobel, and other busi- 
nessmen were joining demonstrations 
against Marcos in 1983-85, Enrique sat 
on the fence — even deciding to endorse 
Marcos in the February 1986 elections. 
Asked whether he would take a con- 
frontational stance against Aquino, 
Zobel said: "I will never take an aggres- 
sive stance. We will just recommend." 
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bility of full membership for the MNLF, 
which could induce the rebels to set upa 
government-in-exile, a tactical possibil- 
ity noted by the front's chairman, Nur 
Misuari, in September. 

The government doubts the OIC's 
willingness to bring the MNLF into its — 
inner sanctum. "Such a move would . 


have troubling precedent effects for |. 
` Foreign Affairs |. 


many OIC members,’ | E 
under-secretary Manuel Yan told the |. 
REVIEW. The government also remains 


confident that Asean OIC members, |: 
Indonesia and Malaysia, will |. 
thwart moves likely to dismember the | 


Brunei, 


Philippines. | 

However, to counter MNLF lobby- - 
ing, House of Representatives speaker 
Ramon Mitra visited Saudi Arabia, a 
key OIC power-broker in February. He _ 
carried a letter from Aquino to King © 


voft side na 3 d. 
erated by the MBC itself. In addition, |” 
the Roman Catholic Church hierarchy GET 











promised “implementation” of a 1976 
vinces, which was signed by the MNLF, 
the OIC. 








 constitution's deliberately imprecise 
-label for most of the country’s 5-7 mil- 








. Muslim. appointees to her Supreme 







-congressmen (eight) and governors (12). 





ike most OIC members, however, 


about the 1976 autonomy accord, usu- 


ally called the Tripoli Agreement, Comrades in arms 


cism is understandable: confidential rec- | 
ords of meetings of Philippine ambas- | 
sadors to Middle East countries betray | 


hence the attempt to pressure Manila 
over MNLF membership. This scepti- 


little alarm at MNLF threats to re-ignite 


the 1970s secessionist war which killed : 


an estimated 50,000 people. 
The government clearly thinks the 


MNLF's appeal may be waning, to- | 


gether with that of other armed groups 


wanting secession. Quite apart from | 


this, however, Aquino's acceptance of 
MNLF-led autonomy would enrage her 
military; many in the officer corps are 
already unhappy about her past willing- 
ness to talk to Misuari. The govern- 
ment's own autonomy package, certain 
to offer less to the separatists than the 
Tripoli accord, aims to isolate or even 
eliminate the MNLF's armed units. 

The MNLF, therefore, despite its 
diplomatic initiative with the OIC, 
seems unlikely for now to confront 
Manila with an internationally 
sanctioned independence movement. 
Nor did it impede Aquino's creation in 
February of a "regional consultative 


commission" to help prepare autonomy | 
legislation from the Philippine Congress | 
eb.). Muslims | 
are prominent among the commission's 


this year (REVIEW, 18 


members. à 

In Mindanao, demogra 
appear to favour the 
munities, darkening longer-term Mus- 
lim plans. Key Misuari aide Sharif Zain 


hic trends 


Jali told the REVIEW he believed the | 
Roman Catholic Church aimed to keep | 


the population balance tilted against the 
Muslims. 


Apart from this, the MNLF itself | 


seems unsteady. Some MNLF field 
commanders, who preside over perhaps 
15,000 well-armed guerillas, are disen- 


chanted with Misuari’s diplomatic | 
games. Yet they also know that re- | 


newed fighting risks alienating both 
OIC and local Muslim opinion. After 20 
years of separatist struggle, the MNLF 
faces an uncertain future. — James Clad 


“Fahd Abdulaziz Al-Saud; the note 

autonomy accord for 13 southern pro- | 
. the Philippine Government, Libya and | 
= Aquino’s letter to Fahd also stressed | 
- the constitutionally mandated “Organic | 
. Act." This will grant autonomy to | 
“Muslim Mindanao,” the Philippine | 
. lion Islamic minority. Aquino also listed | 
- Court, military and foreign service (six | 


. ambassadorial slots). She cited the re- | 
cent election of Muslim senators (two), | 


the Saudis doubt Manila's sincerity | 


hristian com- | 




















Leadership of the PLA is a requirement for political authority. 
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Zhao seeks credibility among PLA brass 


By Jerry Cushing 


B y most appearances, Chinese Com- 
munist Party (CCP) General Sec- 


retary Zhao Ziyang is emerging as 


China's next paramount leader. To 
what extent and how permanent his 


power will be remains to be seen, but | 


crucial to his bid will be the successful 
transition of political-military authority 
from Zhao's mentor Deng Xiaoping — 
who still presides as chairman of the 
powerful CCP Central Military Com- 
mission (CMC) — and the development 
of Zhao's nascent relationship with the 


new generation of military commanders | 


taking over at the top. 

Zhao's claimto Deng's military man- 
tle rests on tentative foundations, as the 
party leader has had little direct experi- 
ence in the management of military af- 
fairs. In 1976-80, he served as first.poli- 
tical commissar of the Chengdu military 
district in Sichuan province, a post 
which went along with that of first sec- 
retary or governor, of Sichuan. He had 
held similar posts earlier in Guangdong 
province. 

According to a published biography, 
Zhao's principal war duty before 1949 
was serving in the Fourth Front Army, 
though his main brief was involved with 
land reform and propaganda. Some of- 
ficials of the People's Liberation Army 
(PLA) say Zhao had a credible re- 
volutionary war record, having served 
as a platoon commander — and perhaps 
even as a company commander — but 
this is unsupported. 

Because of these sketchy links to the 
military, it is mostly through Deng's 
personal backing and his continued 
tenure as CMC chairman that Zhao is 
provided with the opportunity to gra- 
dually build up credibility with the 
military. Zhao was appointed first 
vice-chairman of the CMC at the 13th 








party congress in November 1987. 

It has been an enduring reality of 
Chinese politics that leadership of the 
PLA, as enshrined in the CMC chair- 
manship, is a basic requirement for ac- 
quiring overall political authority. Be- 
sides Deng, only the late party chairman 
Mao Zedong and former party general 
secretary Hua Guofeng have held the 
CMC chair since the people's republic 
was founded in 1949. Zhao's present 
gestation period as party leader and 
CMC first vice-chairman is critical, 
therefore, to his future. 

By most indications, Zhao did not 
expect to find himself in his present po- 
sition. Up to last November’s party con- 
gress, there was little attempt made to 
portray him as a peddler of military in- 





A stronger 
civilian grip 
State control of PLA 
is to be tightened 


Ar consideration in measuring 
the rise of more reform-cautious 
leaders, such as Acting Premier Li Peng 
or Vice-Premier Qiao Shi, is their lack 
of a constituency within the military. 

If political traditions are to be main- 
tained Li, as premier, needs to obtain a 
publicly recognised political-military 
post. Western military attachés and 
Chinese military sources say the state 
CMC will almost certainly be reconsti- 
tuted to give it real authority. Given 
this, it is likely that Li will be offered a 
top post there, though there are con- 
flicting rumours over whether Li will get 





EU 








terests. Such efforts were left to former 
party general secretary Hu Yaobang, be- 
fore the latter’s disgrace in January 
1987. 
It seems surprising, therefore, that 
military leaders, who had appeared SO 
reluctant to take Hu on board, would 
have accepted Zhao as their command- 
er-to-be, given his lack of experience in 
overseeing military affairs. But appar- 
ently they did, as military commanders 
would normally be given a say on any 
| CMC appointment, though it is possible 
Deng could have forced Zhao on them. 
Zhao's recent appearances as spokes- 
man on military affairs, however, 
suggests the military leadership does ac- 
cept him. 
It may be, however, precisely be- 
cause of Zhao's lack of military creden- 
tials that PLA commanders have ac- 
| cepted him. One of eius major ef- 
forts has been his close, hands-on in- 
volvement in managin £ the military and 
returning it to barracks. His ability to 
ush through policies, despite stiff mili- 
ary opposition at times, is due in part to 
-| his experience as a distinguished civil- 
war political commissar and as a former 
chief of the general staff. 
Even with his formidable adminis- 
trative skills, Zhao is unlikely to assert 
his authority as decisively as Deng. 
More likely, he will delegate greater re- 
sponsibility and power on professional 
matters to military commanders, 
though still within strictly proscribed 
limits, 
An important step to this end is a cir- 

| cumscribed party CMC. A reduction in 
its role was suggested as early as 1982 by 
Deng in a speech given wide promin- 
ence in his Selected Works. There, 
Deng referred to the CMC's duties as 
confusing and complicated. “The fact is, 
we should increase the responsibilities 
of the general headquarters, and have 
. only a small coordinating organisation 


SKETCH by Morgan Chua 


probably a first 
vice-chairman- 
ship. Such an ap- 
pointment could 
| come at the 
seventh National 
People's Con- 
gress, currently 
under way. 
Despite re- 
cent, limited at- 
tempts to build up 
A. i Lis profile as a 
üi image problem. | spokesman on mi- 
litary affairs 
such as presenting the keynote speech at 
a conference on the defence industry in 
December 1987 — Li has much to do in 
cultivating the military. His image as a 
champion of improved Sino-Soviet rela- 
tions, whether true or false, is unlikely 
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though no dilution of the CMC's powers 
was implied, the nature of the devolu- 
nA of responsibilities made this inevit- 
abl 

Reducing the CMC's role was op- 
posed by generals who believed it would 
further weaken their influence in the 
political. process. Only with their re- 


the old marshals’ dying, or Ns re- 
tirement, has Deng's proposal been im- 
plemented with the appointment by the 
CMC of new general headquarters 
chiefs last November: Chi Haotian, as 
chief of the general staff; Yang Baibing, 
as director of the general political de- 
partment, and Zhao Nanqi, as head 
of the general logistics department 
(REVIEW, 10 Dec. '87). 


ignificantly, in a break from estab- 
lished practice, the new chiefs were 
not appointed concurrently as deputy 
general secretaries of the CMC sec- 
retariat. Those positions went to former 
logistics chief Hong Xuezhi and then 
navy commander Liu Huagqing. This 
means that, symbolically, the depart- 
ment heads are no longer identified 
as CMC representatives, though un- 
doubtedly they still liaise with each 
other and perform many of the same 
tasks for the CMC as before. 

The new chiefs are not necessarily 
less political than their predecessors 
but, of greater importance, they are less 
influential, more professional and more 
dependent on the patronage of the civi- 
lian leaders who appointed them which, 
therefore, is likely to make them more 
circumspect on asserting military views 
on non-military issues. 

Whereas many of the pre-1949 Red 
Army generation of military. leaders 
built up their experience and careers in 
the politically charged, pre-and post- 
1949 and Cultural Revolution periods, 





to endear him to military commanders, 
who are uncompromising in their view 
that Moscow remains China's primary 
and enduring security threat. Although 
Li argues otherwise, his Soviet label, 
and his Soviet educational background, 
will limit his appeal to the generals. 
Qiao too, with his strong involve- 
ment in internal security affairs as sec- 
retary of the Central Commission for 
Discipline Inspection, may represent an 
unwelcome figure to military command- 
ers, who have seen their power and re- 
sponsibilities increasingly cut back in 
favour of the ministries and organisa- 
tions under Qiao's supervision. This in- 
cludes the People's 
(PAP), which took over domestic and 
border-security duties from the military 
in the early 1980s. The PAP is com- 
prised of several hundred thousand 
transferred soldiers. — Jerry Cushing 
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these newly emergent col sanders — 
aged from 50-65 — derive their forma- 
tive backgrounds from the lurch to pro- 
fessionalism, which came in the 195us- 
with close Sino- Soviet relations. This 
period also produced the technocratic 
and professional likes of Premier Li 
Peng and politburo member Hu Qili. 
Little is know “hi, 
Zhao Nanqi’s 
lieve they all ha 
in political work 
a deputy chief 
but has concent 
missar work, 
commissar of 
his present post. 
Yang, 66, an 
are almost exclu 
missars, though 
both deputy direc 
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more concerned of PLA 
litical and perso È ment than |- 
| | operational | - 
policymaking. e 
Their appoints 
litical allegiance 
reformist elem 
conservative cha 
Jianying and the ie 
once-prominent figur ‘Desheng he 
and Yu Qiuli, the reformists. and their |. 
supporters now dominate the selection |. 
process for top staff appointments — a .| | 
traditionally political process. qo 
Zhao Nanqi's appointment is little | 
short of spectacular, say analysts, hav- | - 
ing been plucked from the obscurity ofa | . 
political commissar's post in Jilin mili- P 
tary district, paralleling the career of | . 
once provincial first secretary Zhao | 
Ziyang. And like Zhao, Yang is be- |. 
lieved to have been disgraced during the 
Cultural Revolution. 
With the latest changes, the high- 
command process has become more | . 
2, institutionalised. The emphasis has 
— — | switched, at least initially, from per- | 
sonalities and personal relationships to .| 
more formal procedures. This is a natu- | 
ral consequence of new faces moving in -| 
and the retirement of the old general de 
partment chiefs, each of whom had. 
served five years in their posts. : 
To what extent an institutionalised 
and routine system of command. 
changes has taken root at the apex of the 
military high command will be an im- 
portant factor in defining the nature of- 
political-military relations in the post- 
Deng era. The regular rotation of mili- | 
tary commanders is an essential instru- | 
ment in curbing their political influence, | 
by preventing the establishment of- 
strong regional power bases — referred | 
toin China as “mountain topism.” — 
The CMC appoints all senior PLA 
commanders from divisional level up. I 
also appoints political commissars at^ 
these levels. Although little is known 
about the appointment process, candi 
dates for the military posts are probabh 
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put forward by top commanders for en- 
dorsement or rejection by the country's 
top political leaders. In any event, civi- 
lian leaders have the final say. 
The headquarters reshuffle does ten- 
tatively suggest that an institutionalised 
process is likely to be more permanent 
than has been the case, though only 
when deemed desirable. If only com- 
pared with their predecessors, the new 
chiefs are significantly junior in rank 
and age, and have passed over many 
| senior officers — including military re- 
. gion commanders. As one diplomat re- 
marked when the three department 
heads were named: "The leadership 
must have reached deep into the ranks 
| to make their choices — from a pool of 
. some 25-30 candidates." 
| The passing over of more senior offi- 
. cers for these posts indicates a desire to 
eliminate personal patronage in the 
selection of military leaders in favour of 
a more objective approach in which cap- 
able officers stand as good a chance for 
promotion as better-connected ones. 










S hortly after these appointments, new 
wð faces appeared in the military re- 
gions. New regional commanders were 
named for Peking (Zhou Yibing) and 
Canton (Zhang Wannian), political 
commissars for Peking (Liu Zhenhua), 
Shenyang (Song Ked i and Jinan (Song 
Qingwei), and a new navy commander, 
Zhang Lianzhong, was also named. 

Analysts were surprised at the mili- 
tary regional appointments, which came 
from within the regions themselves. 
Both Peking and Canton regional com- 
manders were previously deputy re- 
gional commanders, as were the Jinan 
and Shenyang political commissars 
former deputies. Only Liu, a former 
ambassador to Albania, was transferred 
from his previous slot as Shenyang mili- 
tary regional political commissar to Pe- 
king. These changes go against the 
trends of the regional command 
changes in mid-1985, when command- 
ers were rotated around different re- 
gions to guard against the mountain-top- 
ism syndrome. 

Qin Jiwei, a politburo member and 
close confidant of Deng, will 
be taking over as defence 
minister from the present in- 
cumbent, Zhang Aiping. Qin 
is emerging with enhanced 
power from the military re- 
shuffles and is likely to be- 
come Zhao Ziyang's right- 
hand man — with suggestions 
that he may eventually take 
over from CMC general sec- 
retary Yang Shangkun, who is 
tipped for the state presi- 
dency. 

Originally, Qin was not ex- 
pected to be given a CMC role 
as soon as now seems likely. 
But, well-connected sources 
say, Qin was to lead a Defence 
Ministry with enhanced power 


am 





eee Ls e S 


| Central Military Commission c dominates high command | 


"J" he labyrinthine Chinese political military high = 
. A the Chinese Communist Party CMC, which was established in 1925. Js Du 
members and chairman are appointed by the party congress and are responsi- E 
ble to the party central committee. — wae 
At the 13th party congress in Novemb: 
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er 4987, Deng Xiaoping was re-elected ME 





.€MC chairman, with Zhao Ziyang as first vice-chairman and Yang Shangkun . : 


as concurrent permanent vice-chairman and gener 


al secretary. The CMC sec- 





retariat, which is responsible for daily affairs, was reorganised and the three © 
general department chiefs were replaced by other generals. 


part of the general staff department. 


One important task that the Defence Minist 


The state CMC was established by constitutional decree in late. 1982, follow- 
ing the sixth National People's Congress (NPC). He wever, until now no attem 
has been made to differentiate its functions from those o 
leadership line-up and organisation are no different from he 
Reporting directly to the state CMC is the Defence st 
rently headed by Zhang Aiping. While constitutionally 
planning of the PLA’s modernisation, management of th 
liaising with foreign armies (including the posting of mili 
in reality all these duties are carried out by the three PLA gene 
departments. Even the Defence Mini inistey" S Tocelpi-uituin o 
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regardless of any other positions. he 
might hold — including one on the 
CMC. The rise of the Defence Ministry 
is a structural necessity of the PLA's 
modernisation, rather than a mere re- 
flection of intrigues at the very top. 

As a former Peking Military Region 
commander and before that its political 
commissar, Qin's support base and in- 
fluence in the country’s most important 
military region is unquestionably im- 
mense. The. other department chiefs 
have also served under him: Yang Bai- 
bing, as Peking Military Region politi- 
cal commissar, and Chi, when he was 
deputy Peking Military Region political 
commissar in the mid-1970s. 

Speculation has been growing re- 


| Qin; å Zhao: working alliance. 
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Commission (NDSTIC) which, in turn, is in charge < 
Zhang, a military technocrat, was previously a NDST 
cessor, Qin Jiwei, lacks such a background and tiesi int 
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cently of a revam gy ae the state, as op- 
posed to party, CMC and the Defence 
Ministry — both are no more than paper 
organisations at present. Although it is 
likely that any such move exists only at 
the proposal stage — at least until the 
end of the March National People's 
Congress — it seems increasingly logic- 
al, and only a matter of time, before 
the two institutions assume major im- 
portance in the defence policymaking 
and implementation process. 

The present Chinese high-command 
organisation is still strongly influence 
by archaic Maoist organisational cou- 
cepts of party-army relations and the 
then defence minister Lin Biao’s at- 
tempted coup in 1971, which saw the 
Defence Ministry - quickly 
stripped of all power, which 
was reconcentrated within the 
party CMC. 

With the evolving moder- 
nisation and professionalism 
of the PLA, such an outdated 
structure of suffocating party 
control represents à serious 
hindrance to effective com- 
mand. Chinese defence plan- 
ners have begun to argue for a 
more functional state na- 
tional-defence council and 
Defence Ministry, which is the 
general norm in many West- 
ern and socialist establish- 
ments — in particular the US, 
Britain, and, to a lesser ex- 
tent, the Soviet Union. R) 
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AUSTRALIA 


Losing the common touch 


Labor’s defeat in NSW is a harbinger of a national slide 









By Jacqueline: si Canberra 


series í a 1d local govern- 
"A ment elections has signalled the 
end of the Australian Labor Party's 





(ALP) recent. 


conservative Liberal-National 
coalition. 

In the 19 March elections in New 
South Wales (NSW), Australia's most 
populous state and the bastion of the 
ALP, a 12-year Labor reign came to a 
devastating end — six government 
ministers lost their seats. 

- The NSW vote was more anti-Labor 

n pro-conservative, a fact marked by 
uic return of a record six independents. 
The loss of the inner Sydney seat of Bal- 
main to former champion swimmer and 
ex-Labor supporter Dawn Fraser, an in- 
dependent, was the first time this cen- 
tury Balmain had not returned a Labor 
member. In the industrial heartland of 
Newcastle, an independent took the 
seat from Labor with a 22% swing. 

Defections in Western Australia in 
two state by-elections were equally sav- 
age. These polls, also on 19 March, saw 
anti-Labor swings in solid working-class 
seats of 22% and 1776. On the same day 
in Brisbane, the capital of Queensland 


Party 


State, voters registered a 1096 swing 


against Labor in municipal elections. 

At a federal by-election a month ear- 
lier, Labor lost the seat of Adelaide in 
the South Australian capital which had 
been held for 17 years. And Labor nar- 
rowly retained the working-class seat 
of Port Adelaide — formerly held by 

k Young who had been compelled 

esign as immigration minister re- 
cently — after a 14% swing against 
Labor at a by-election on 27 March. 

Although local issues played some 
part, the overwhelming message in the 
trend was that Australians, and particu- 
larly traditional Labor voters, were dis- 
enchanted, angry and frustrated. 

Australia's balance of payments re- 
main critical and its international debt is 
huge. Hawke and federal Labor Trea- 
surer Paul Keating have urged Austra- 
lians to tighten their belts, and accept 
wage restraint and lower living stan- 
dards in an effort to reduce debt and im- 


prove international competitiveness. 


Australians have felt economic au- 
sterity, but federal Labor leaders have 
failed to give Australians a sense of pur- 

ose within this economic strategy, or to 
inspire by example. After conceding de- 
feat in NSW, the ousted Labor premier 
Barrie Unsworth bitterly commented: 


“If they [Labor voters] see their leader- 


gemony in Australian | 
ned the leadership of || 
Vr lawke and fore- | 
shadowed a potential resurgence of the - 
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Hawke: grim outlook. 


ship dressed in black tie, smoking cigars 
and hob-nobbing with the representa- 
tives of capitalism, they might question 
where the party is going." 

Hawke and Keating are perceived as 
having too many wealthy friends, being 
more concerned with business profits 
than protecting workers' wages, and out 
of touch with Labor's traditional base. 

This view of uncaring, arrogant lead- 
ers was exacerbated by a series of 
damaging blunders. During the 
Adelaide by-election, Hawke gave sup- 
port to a highly unpopular proposal to 
time-charge local telephone calls. On 
the eve of the NSW election, Hawke ad- 
mitted trying to find his friend Young a 
job, and touted the idea of offering For- 
eign Affairs Minister Bill Hayden the 
sinecure of governor-general. 

Young had resigned the immigration 
portfolio following an imbroglio involv- 
ing election funding and then quit the 
presidency of the ALP after it was dis- 
closed he had obtained a job on the 
board of the national carrier, Qantas, 
one of thé government assets Hawke is 
considering selling if present ALP pol- 
icy can be changed. 


here were other incidents. Tourism 

Minister John Brown — another 
Hawke "mate" — resigned after allega- 
tions of improper letting of a contract 
for the Australian pavilion at Expo '88. 

Labor strategists looking to the diffi- 
cult task of reversing the huge anti-Labor 
trend in the Australian electorate will 
concentrate on the style of party leader- 
ship rather than any radical re-direction 
of policies, especially economic policy. 


MARGARET OLAH/RAPPORT 





| 
| 
| 
| 
| 
| 
| 
| 
| 
2 
| 
| 
| 
| 
| 


In his first major speech after the | 
NSW debacle, Keating told Australians |. 
there could be little respite from real 
wage cuts if they wanted to ensure eco- 
nomic recovery — macroeconomic pol- 
icy would remain unchanged. No one 
knows better than Keating how Liberal 
Party leader John Howard's reputation 
as a financial manae as dented when 
Howard was tri ue to former 
conservative pt ter Malcolm 
'udgets in the 
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Labor's reaction to t le against it 
will be tested in the May mini-budget. 
Keating's commitment to stand firm 
and resist the ten olicit votes 
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conference in July whe Al 
party members take a ir leaders on 
sensitive topics such as uranium sales, 
privatisation, wage indexation and the - 
re-introduction of university and col- 
lege fees, over which there are widely 
differing views. 

When Labor came to power nation- 
ally in 1983 and realised the extent of 
Australia s economic problems, the 
guiding star was to be "restraint with 
equity." Hawke has failed to project this 
theme as anything but a hollow slogan. 
The six-fold increase in Australia's debt 
burden in seven years means that no na- 
tional government could envisage an 
economic policy that did not involve re- 
straint and restructuring. For many 
economists, business groups and the 
New Right, Hawke and Keating have 
not practised sufficient restraint nor 
moved sharply enough to restructure. 

The dilemma for Labor as it seeks to 
win back its own voters and the middle 
ground of Australian politics is that 
Hawke's main rival for party leader- 
ship, Keating, suffers like Hawke from 
an image of preaching restraint while 
hob-nobbing with the wealthy. Initially, 
Labor strategists have little alternative 
but to prop up Hawke and devise ways 
for him to convey to the electorate a 
sense of national economic challenge, 
even if he does not fully comprehend 
that challenge himself. | 














= Profit up 64% to record level 
m Earnings per share up 63% 


4% 


m Dividend up 6 





m Operating businesses performing well 
m Capital base expanded 


m Encouraging outlook for 1988 





Year ended 3 st December. 
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The Holst of "em will be closed from 25th to 29th fi Apri 1988 inclusive to ies, th those dh je 

| entitled to the proposed final dividend of HK$0.35 per ordinary share which will, subject to approval at the = ee 
Annual General Meeting to be held on 8th June 1988, be payable in scrip form with a cash alienate c on. ia 

17th June 1988. | 
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And whose ‘zone of peace’ 


is it goin 





W hen Indiati: Pr im Minister Rajiv 
Gandhi took a h y recently, it 
was reasonable enoug that appropriate 
measures would have been taken for his 
safety. But when he chose the uninha- 
bited island of Bangaram in the Lak- 
shadweep archipelago, and then went 
there by aircraft carrier, it gave rise to 
some pointed comments on India’s 
naval expansion and capabilities. 

While not even the most cynical ob- 
server would claim that the Indian navy 
is but a cruising yacht club for the prime 
minister, it was an interesting coinci- 
dence that on the day he ended his holi- 

^, 6 January, the navy took delivery 

its first nuclear- -powered submarine, 

Chakra. 

The Chakra was handed over to the 
Indian ambassador to the 
Soviet Union in Vladivos- 
tock, where only 18 months 
previously communist party 
general secretary Mikhail 
Gorbachov, in a major for- 
eign policy speech, indi- 
cated the Soviet Union's in- 
tention to increase its influ- 
ence in Asia. 

By providing a nuclear- 
powered submarine capable 
of carrying nuclear weapons 
to Asia’s second-largest 
armed forces, Gorbachov 
has highlighted the defence 
links between his country 
and India. He has also made 
it plain that the Soviet 
Union is not interested in trying to limit 
or control the arms race on the Subcon- 

int. 

= [n spite of assurances in the media 
that the Chakra is intended for training 
purposes, it is obvious that a navy does 
not acquire a complex underwater 
weapons platform in order to train for 
any purpose other than for use in 
further submarines of the same, or equi- 
valent, type. 

The Chakra is a Charlie-class, nu- 
clear-powered, cruise missile launcher 
capable of firing conventional or nu- 
clear-tipped missiles while submerged. 
The missiles have a range of some 35 
nautical miles. The Chakra can also 
carry 14 torpedoes which can be fired 





. from any or all of six tubes. It will be 


manned by a crew of 90 who can use 
satellites to help them navigate. 

While the Chakra is perhaps as much 
as 20 years old, many modifications 
have been made during refits and it is a 
formidable weapons system. Its com- 
missioning in the Indian navy raises the 
question of why India is acquiring the 





J to be, anyway? 


first of possibly five extremely sophisti- 
cated submarines of this or similar type. 

The Indian navy already has a pow- 
erful submarine fleet of 11 conventional 
(that is, diesel-powered, without missile 
capability) boats in service: eight 
Soviet-built Foxtrot-class boats, one 
Kilo-class and two Type 1500s recently 
delivered from West Germany. The 
Foxtrot-class boats are being replaced 
(some authorities claim enhanced) by 
six of the more potent Kilo-class, and 
four more Type 1500s will be manufac- 
tured at the Mazagon dockyard in India. 

A disquieting addition is the Tu- 
142M Bear aircraft which is for very 
long-range reconnaissance but, of more 
significance, is used by the Soviet sub- 
marine fleet for on-course cruise missile 


An Indian warship on manoeuvres: impressively powerful. 
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guidance. The Indian Navy has more 


Bears on order and could want to use 
them in a similar capacity. 

The navy also has an impressive 
number of surface ships, with two air- 
craft carriers, four destroyers and 21 fri- 
gates. It intends to build another carrier 
to replace the ageing Vikrant, the 
launching tentatively scheduled for 
1997, India’s golden jubilee of indepen- 
dence. 


To recently retired chief of naval 
staff, Adm. R. H. Tahiliani, said in 
November 1987 that indigenously de- 
signed and manufactured Type-15 fri- 
gates would enter service in the mid- 
1990s and that the naval dockyards at 
Visakhapatnam and Bombay were being 
modernised. He also said that the new 
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dockyard at Karwar, south of Bombay, 
would be “the largest naval complex in 
Asia." 


These developments are startling, if 


only because there is no apparent 
rationale for them in terms of structure 
of the naval force iani was, to put 
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acquire seven f rigates. over 
the next 10 years, by the end 
of which period the destroy- 
ers will be fit for the museum — for 
example, the Alamgir, formerly USS 
Cone, was commissioned in the US 
Navy in August 1945, and the Taimur, 
formerly USS Epperson, in 1949, No 
matter what refitting and modernisation 
have been done on Pakistan’s destroyer 


fleet, the threat from such old vessels . 


would appear to be only minor. 
Of more significance, the Pakistan 


navy has no seaborne air-strike capabil- 


itv. It has two squadrons of Mirages 
tasked in the anti-shipping role and 
equipped with Exocet missiles, but 
these cannot operate more than 500 
miles from the shore in normal attack 
configuration. The Pakistan navy would 
be at the mercy of India's two carriers, 
with their 20 Harriers and powerful es- 
cort protection, and the squadron of 
Jaguars, equipped with Sea Eagle mis- 
siles, that has recently been transferred 
to the anti- -shipping role. 

China possesses some 120 sub- 
marines, including several equipped 
with strategic missiles, and about 50 de- 
stroyers and frigates with more of all 
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ously claimed that it has the capability 
to deploy a battle group for combat in 
the Indian Ocean. Aside from the tacti- 







tions would be enormous. 

There 1s air power to consider, too: 
the naval arm of the People’s Liberation | 
Army (PLA), like Pakistan's navy, does | 
not have a seaborne air arm and, as was 
demonstrated in the Falklands cam- 
paign, the lack of such a force puts sur- 
- face ships at such risk as to be ineffective 
against an enemy that can mount air 
strikes. 

It would be possible, of course, for 
the PLA to deploy submarines to 
India's areas of interest, but they, too, 
would be so vulnerable that any con- 
ceivable tactical design would be ne- 
- gated. The recent announcement that 
. the PLA's naval budget allocation is to 

be significantly reduced is also relevant. 

In February, the Indian defence 
minister said that one reason for ex- 
panding the navy was the presence in 
the Indian Ocean of large numbers of 
vessels from the superpowers. Given 
the extent of cooperation between the 
Soviet Union and India in 
defence matters it may be 
imagined that India does not 
consider the Soviet Union a 
threat, especially as they 
have a Treaty of Peace, 
Friendship and Coopera- 
tion. 

The only other super- 
power is the US, and though 
Indians remember then pre- 
sident Nixon's rash despatch 
of US warships to the Bay of 
Bengal in 1971, it is unlikely 
that the US would, or could, 
ever again indulge in such a 
pointless exercise. 

In strategic terms, there- 
fore, the situation in the In- 
dian Ocean can be said to be 
benign as far as India is con- 
cerned. Even were the Indian navy pro- 
viding a simple close-protection service, 
as Pakistan's navy does, or essentially 
policing its own waters, as China's does, 

. it would be difficult to justify an expan- 
sion on the scale India is undertaking. 










f some puzzlement is India's position 
on the Indian Ocean as a "zone of 
peace." Nikolai Ryzhkov, chairman of 
the Soviet Council of Ministers, said in 
New Delhi in late November that "the 
Soviet Union and India attach special 
significance to questions of eliminating 
the nuclear threat, restraining the arms 
race, disarmament, and solving the 
tasks [sic] that were set down in the 
Delhi Declaration." In fact, the Soviet 
Union and India advocate that a UN 
conference be held this year to examine 
the feasibility of a treaty to limit military 
forces in the Indian Ocean. 
This view seems to conflict some- 


types being built, but it cannot be seri- [~~ 
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- Union or India] genuinely. desires 


cal, technical and logistical difficulties |- to lessen tension in the region 


this gives rise to, the political M : 


: 6j If, indeed, either [the Soviet 
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what with the introduction into the In- 
dian Ocean of a nuclear-powered sub- 
marine capable of carrying nuclear 
weapons and leased by India from the 
Soviet Union. If, indeed, either country 
genuinely desires to lessen tension in 
the region it would have perhaps been 
more appropriate to refrain from in- 
dulging in military cooperation that is 
entirely at odds with the pronounce- 
ments of both concerning a "zone of 
peace." It can only be surmised that 
such à zone is to be an Indian zone, with 
Soviet blessing, 


passage of nuclear forces other than | 
their own. This verges on humbug. 
India, which exploded a "peaceful 





nuclear device" 14 years ago, denies the 
International Atomic Energy Agency 
access to its nuclear reactors. It has 
given high priority to development of 
missiles by its Defence Research and 
Development Laboratories (DRDL). 
And now India is recetving nuclear sub- 
marines. 

A report in The Times of India in 
August 1987 stated that DRDL 
Hyderabad was “working on internal 
guidance system[s], the latest technol- 
ogy used widely now in tactical missiles 
both surface to surface and surface to 
air," and it is evident that India's re- 
search and development effort is heav- 
ily involved in this area. In fact, As- 
sociated Press said on 27 February that 
India “has successfully tested a surface- 
to-surface missile. The weapon was 
fired into the Bay of Bengal from the Sri 
Harikota Space Centre. It hasa range of 
200 km." 





that would exclude | 











koud. set off warning "bells i in the 1 re- 
gion, if only because a country does not 
acquire a complex and most expensive 
weapons system just for show. The 
Chakra is the forerunner of a fleet of 
the type of submarines that are built 
primarily for the delivery of missiles. 
Their torpedo capability is important 









j for strike and protection but is ancil- 


lary to the defined role of the nuclear 
submarine which is to launch con- 
, ventional or nuclear weapons at an 
enemy. 


| 
| |: is apparent that India is developing 
| the ability to project its power well 
| beyond its shores and border; even its 
| enormous army is being increased 
| beyond its present strength of 1.1 mil- 
| lion. The threat, by land, sea, or air, to 
| India is minimal, with no country in the 

region capable of invasion or even of its 

serious military interference. 

The territorial disputes with China 

| and Pakistan are disturbing, certain 
| but would not, and could not, result iu a 
major adventure by either country. 
Pakistan, for example, could sustain a 
| war against India for not more than 30 
days — for reasons of geo- 
graphy, indigenous military 
production and support, 
and simple arithmetic of the 
balance of forces and 
though the armed forces of 
Pakistan would give a good 
account of themselves if 
India were to invade, there 
is no question of Pakistan 
ever attempting a strike 
against India other than à 
pre-emptive thrust to delay 
impending invasion and 
make it more expensive. 

As for China, there is 
evidence that India is at last 
about to come to terms with 
the fact that Aksai Chi ` 
part of China and t 
acknowledgment of this, 
with the consequent dropping of claims 
on Arunachal Pradesh by China, will re- 
move the last cause of disagreement be- 
tween them. In any event, the territorial 
disagreements would not involve India 
in a major war requiring employment of 
cruise-missile equipped submarines. 

Why, then, does such an enormous 
navy dominate the Indian Ocean? Why 
has India formed a group of marine 
commandoes with the capability for 
amphibious lift equalled only by the 
superpowers? And why, especially, is 
India intent on developing a nuclear 
| navy? 

India is realising its power. In spite of 
poverty, the problem of sustaining a 
rapidly growing population and overt 
and growing internal separatist threats 
in many regions, India is intent on pro- 
jecting power for its own sake. It must 
be hoped that Gandhi is not attempting 
to show that mene is right. 
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GASEOUS DIFFUSION BARRIERS, BY MAURICE SMITH. 


EROORESSIO wN.A XM 


Our geologists have been engaged in uranium exploration 
throughout the world for over 40 years. Their most recent disco- 
very is the rich Cigar Lake ore body in Canada. 

Our miners work in both underground and open-pit mines 
on every continent, making Cogema a leading supplier of uran- 
ium concentrate. 

The achievement of the world's largest enrichment plant 
demonstrates the quality of our teams, especially in the opera- 
tions, process development, and engineering sectors. And they 
have been working on laser enrichment from the very beginning. 

Our broad nuclear fuel experience led us to invest in large 
nuclear fuel fabrication and assembly plants. In fact, we are 
already building facilities for the fabrication of recycled fuels. 

Our La Hague plant has reprocessed its 2,000 th tonne of 
spent fuel in 1987. This achievement proves our expertise in com- 
mercial reprocessing. 

Forus, professionalism is the key toa reliable and profitable 
nuclear industry, and a prerequisite for ensuring the good perfor- 
mance of our customers reactors. 

This professionalism is present in every step of the fuel 
cycle, both in products and services we provide. We apply this 
professionalism to a fully integrated company so our customers 
benefit from economies of scale, the only way to guarantee lower 
power generating costs. Today and tomorrow. 


Q 
COGEMA 


The nuclear fuel major company. 


2, rue Paul Dautier. BP N° 4. 78141 Vélizy-Villacoublay France. 
Tel. 33 (1) 39.46.96.41 
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The Indochinese refugee problem will not go away 


By A Correspondent 
Tae: years after the fall of the 
4 Saigon regime and 10 years after the 
beginning of the massive exodus of boat 
people from Vietnam, Southeast Asia is 
still burdened by the refugee problem 
from Indochina. | 
Refugees from Indochina since 1975 
rank as a considerable part of the world 
refugee caseload, which includes 2.8 mil- 
lion Afghans in Pakistan, 2.4 million in 


Iran and some 2 million refugees 
in the Ethiopia, Somalia and Sudan, 


according to UN High Commissioner for 
Refugees (UNHCR) sources. 
Since 1975, some 1.5 million In- 


dochinese have been resettled elsewhere 
. nd currently there are still about 
. 25,000 on the displaced persons and 
UNHCR refugee caseload lists. 


With 1987 seeing an actual increase 
in the number of arrivals of boat people, 
the Indochinese refugee crisis shows no 
sign of abating. And what makes the In- 
dochinese refugee problem unique is not 
only numbers but also the context of the 
continued exodus. 

Traditionally, refugee problems have 
called for regional solutions: refugees 
from Eastern Europe were resettled in 
Western Europe or North America, Af- 
rican refugees sought asylum in neigh- 
bouring African countries, refugees 
from East Pakistan during the 1970 
crisis sought refuge in India pending re- 
patriation to newly created Bangladesh. 

The opposite happened with the fall 


exception of China, the countries of 
Southeast Asia in 1979 agreed to accept 


condition that their stay would be tem- 
porary. Asylum was thus made condi- 
tional on resettlement in third countries 
and flight from Vietnam equated to a 
movement from a Third World country 
to the industrialised world. A regional 
refugee problem was denied the poten- 
tial for a regional solution, first asylum 
countries citing potential social and eco- 
nomic problems on a large scale for de- 
clining to absorb the refugees. 

As long as the refugee pipeline was 
kept open at both ends, with resettle- 
ment slots counterbalancing arrivals, 
the countries of Southeast Asia were con- 
tent to serve as transit areas. The crisis 
peaked in 1979-81 and arrivals of boat 
people since 1983 diminished each year 
by some 15%. 


T" his reduction also paralleled a ma- 
jor change in the ethnic origin of the 
refugees. A high proportion, if not the 
majority, of those who fled Vietnam be- 
tween 1978 and 1981 were ethnic 
Chinese. By 1982, the proportion of 
ethnic Chinese leaving the former South 
Vietnam — practically all of those in the 
North had fled either to China or to 
Hongkong — was minimal, though it 
was estimated that some 2 million Sino- 
Vietnamese were still in the country. 
The downward trend of refugees 


of Vietnam to the communists. With the from 1983 ended in 1986. In 1987 ar- 
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rivals were back to the level of 1982, but 
resettlement opportunities kept di- 


minishing. 


Questions of quotas 


Refugee resettlement sours US-Thai relations 


By Nayan Chanda in Washington 


he recent tension between the US 
and Thailand over the latter's refugee 


“push-back” policy of refusing to allow - 
Vietnamese refugees to land, may be ` 


defused for the time being by a US 
promise of a larger intake. But in the 
face of a US budget cut and growing 
weariness about receiving an unending 
stream of refugees, the issue is likely to 


remain a sore point in the relationship. 


US officials admit that even the most 
generous resettlement that Washington 


| can offer would be unable to match the 
rate of new Vietnamese arrivals in Thai- 
| land and the high birth rate among 
| Hmong refugees. | 


. Thailand's Ambassador to Wash- 
ington Arsa Sarasin told the 
REVIEW that the Americans have been 
"pressuring us on all fronts, and the 
mood in Thailand is very ugly." The 
Thais find US criticism of its treatment 
of refugees particularly galling because 
Washington is seen as ultimately re- 
sponsible for the refugee crisis. 

US criticism is also viewed as dis- 
criminatory. “How many US con- 
gressmen have stood up to condemn the 
Israeli shooting and beating of Palesti- 
nians on the West Bank," a Thai dip- 
lomat rhetorically asked, adding: 


“When it is a question of criticising | siders the holding of such a hearing 


the refugees from Indochina only on the 
| 
| 
i 
| 
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This trend had already led the coun 
tries of first asylum that did not wish t 
find themselves confronted with a back 
log of long stayers to embark on a polic 
of “humane deterrence” which, on ba- 


lance, was neither humane n 
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ing human rights. "m 

The only partial safety valve, theOr- | 
derly Departure Programme (ODP) | 
from Vietnam, has been repeatedly bog- | __ 
ged down in periodic acrimonious ex- | - 
changes between Hanoi and Washington | 
over procedural problems. After having | — 
steadily declined since 1984, and having 
virtually come to a stop in 1987, it has 
now resumed. 

But whatever its merits, ODP, which 
is essentially a family reunion program- 
me in which Vietnamese join their rela- o 
tives who left by boat years ago, is limit- | __ 
ed in scope. Clearly, there is room for | 
other solutions and a need for all the | | 
countries concerned, be they of origin, | 
transit, or resettlement, to reframetheir | - 
respective contributions. D 





US takes us for granted." E 

The refugee issue leapt to the fore- 
front of US-Thai relations in late Janu- 
ary when Thailand began implementing 
a new policy to tow back to sea Viet- 
namese refugee boats, reportedly lead- 
ing to a loss of lives. The US State De- | 
partment communicated to Arsa is | 
grave concern and urged the Thai Gov- - 
ernment not to abandon its role as a . 
country of first asylum. E 

At the same time, US Ambassador ` 
to Thailand William Brown, to the ` 
chagrin of some Thai officials, visited . 
Vietnamese shelters in Thailand’s Trat . 
province and flew over the Gulf of Thai- 
land to make sure the push-back policy 
was not being pursued. Brown then re- 
turned to Washington to testify before a 
US House of Representatives’ sub-com- 
mittee on the refugees. Thailand con- 


Thailand, they are all ready because the : 






























_ However, at the hearing on 24 Feb- 
‘ruary, anger was directed more at Viet- 
nam for fostering the refugee traffic 
‘rather than at Thai policy. Brown 
praised Thai generosity as the first 
. asylum country and explained the con- 
-text in which the Thais’ new policy was 
_implemented. 

A. In view of the almost 400,000 In- 
< dochinese refugees and displaced per- 
sons who are still stranded in Thailand 


"boat arrivals in 1987 compared with 
.. 1986, Brown said it was not surprising 
-that some people in Thailand are ques- 
«¿tioning the wisdom of the first-asylum 
- policy. But the result of the tough new 
: pony of pushing back boats, he said, 
` has been the death of an estimated 100 
- people. 
.  ]n a bid to persuade Bangkok to 
- abandon its push-back policy, the US 
has pledged to step up resettlement pro- 
|. cessing at the Vietnamese boat refugee 
camp. But the testimony of administra- 
tion witnesses made it amply clear that 
the US was not going to open its door 
wide to many more refugees. 


R ecently, an inter-agency meeting of 
senior officials recommended that 
the president invoke the special author- 
ity of the Refugee Act of 1980 to in- 
crease the current year’s ceiling of ref- 
ugee admissions by 15,000. Officials as 
well as pro-refugee groups are relieved 
that the expanded places, though to be 
used by Armenians, Soviet Jews and 
other East Europeans, would prevent a 
cut in the number taken from Southeast 
Asia. Despite an earlier official denial, 
there was a plan to slash the East Asian 
quota — the inevitable consequence of 
the greater opening of the Soviet emi- 
p door if the new ceiling had not 
een agreed. 

Director of the private refugee advo- 
cacy group, the US Committee for 
Refugees, Roger Winter, holds the US 

artly responsible for the present crisis 

ecause its resettlement process has 
been deliberately managed to fall sig- 
nificantly short of the quota for East 
Asia for fiscal 1988. 

"From the peak of 163,700 admis- 
sion ceiling for the region in 1980 [most 
of whom were Indochinese]," he said, 
"the number has steadily dropped to 
29,500 in 1988 and now there are indica- 
tions that the actual intake would be far 
below that level. 

"Only about 8% of the Southeast 
Asia first asylum and ODP ceilings 
have been utilised through the first 
quarter," he said. Winter said that he 
believed this was done to accommodate 
more arrivals from the Soviet bloc. 

. A Administration sources told the 
REVIEW that based on the current rate 
of processing of first asylum refugees, a 
total of 27,000 would be admitted in fis- 
cal 1988 — ending on 30 September. Al- 
though it is 2,500 below the ceiling, they 


"interference in Thai internal affairs. | 


and a three-fold increase in Vietnamese 
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say, it is a considerable improvement 





over the very slow rate in the first quar- 
ter. "We could have admitted much 
more if the Thais were more coopera- 
tive," says one administration official, 
pointing to the Thai denial of access to 
Phanat Nakon camp where Vietnamese 
refugees without family ties to the US 
are kept. The Thais reportedly feel that 
to allow resettlement of this category of 
refugees would only encourage further 
departures from Vietnam. 

Despite the US complaint, which is 
partly a response to Thai charges of an 
inadequate US response to the refugee 
crisis, there are indications of a drama- 
tic change in Washington's approach. 
After having rejected the idea of volun- 
tary repatriation of refugees and dis- 
missed charges that US policy was en- 
couraging economic migration, US offi- 
cials are now seriously considering ways 
to stem the flow. Among policies under 
consideration are: 

» The institution of a screening pro- 
cess under which Vietnamese boat ar- 


Vietnamese refugees at Phanat Nakon: still a burden. 


| try — or repatriation. The calculation - 







behind this move is that those who real- 
ly fear persecution in Vietnam would 
stay on in the camps, while economic 
migrants would go back home. . 

Implementation of these ideas, espe- 
cially voluntary repatriation, as well 
faster processing of ODP applicants 
that could slow down the flow of boat 
people, depend on Hanoi's cooperation. 
Increasing awareness about the need to 
deal with Vietnam on a political level 
has recently led to proposals for setting 
up interest sections of both countries in 
Hanoi and Washington. 


t is ironic that the fate of refugees 

from Indochina, whose plight has in 
part been the result of superpower con- 
tention, may now be affected again by 
US-Soviet detente. Emigration of 
Soviet Jews and Armenians, which had 
come to a virtual halt after the arrival of 
the Reagan administration, is picking 
up again with the warming of US-Soviet 
relations. Compared to a total of 78 


rivals in Thailand, like the Lao refugees 
across the Mekong, would be inter- 
viewed by Thai and United Nations 
High Commission for Refugees 
(UNHCR) officials to determine 
whether they qualify for refugee status; 
those who did not would be sent back. 

» Voluntary repatriation of refugees 
to Vietnam if the UNHCR could be al- 
lowed to monitor that they were not 
being discriminated against on their re- 
turn. In case of a successful negotiation, 
the US Congress could pass legislation 
to provide funds through international 
organisations to help in the rehabilita- 
tion of the returnees. 

» Establishment of an international 
arrangement under which longtime 
stayers in holding centres would be 
given the option of living in the camp for 
another three to four years before being 
resettled in a democratic country — but 
irrespective of their own choice of coun- 
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refugees from the Soviet bloc allowed 
into the US in last fiscal year, some 3300 
have been resettled in the US during the 
first quarter of the 1988 fiscal year. 

The proposed fiscal 1989 budget 
shows an across-the-board cut in ref- 
ugee intake, with the exception of the 
Soviet bloc. 

There is, however, doubt as to 


whether the administration intends to 


implement the ceiling. Although the 
global admission ceiling for fiscal 1989 
— 68,500 refugees — remains the same 
as the last fiscal year, the proposed ref- 
ugee budget for Health and Human 
Services (HHS), the agency responsible 
for resettling refugees, is to be cut by 
24.496. Asked to explain the discre- 
pancy between the admission number 
and the HHS budget, an administration 
source admitted to the REVIEW that the 
budget has been based on an estimated 
intake of 51,000 refugees. Ol 
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T. By Shim Jae Hoon in Taipei 


emanding that ageing mainlanders 


I D ids seats in Taiwan’s central 


elective bodies retire, a group of 
younger, liberal Legislative Yuan mem- 
bers are also pressing for a restructuring 
of the ruling Kuomintang (KMT). The 
aim of the younger lawmakers is to 
bring more intra-party democracy to 
one of Asia's oldest political groups. 
Formed in the second decade of this 
century by Sun Yat-sen, China's first re- 
publican leader, and restructured in 
the 1920s along the lines of the Soviet 
Union's communist party, the KMT's 
founders placed most power in the 


| hands of central standing committee 
 fmbers. The party has operated on 
sue principle of democratic centralism, 


with the president also serving as party 
chairman and, in effect, appointing 
most top government leaders. 

The death of president Chiang 
Ching-kuo in January has removed the 
last vestige of the almost unchallenge- 
able power of the Chiang family dynasty 
over the KMT, encouraging younger 
legislators to push for a bigger role in 
party affairs. The current campaign for 
broader participation in party decision- 
making comes from a small group of li- 
berals, including Jaw Shao-kong and 
Huang Chu-wen. 

Jaw, a former TV talk-show host, 
and Huang, an outspoken lawyer, are 
among 61 KMT members in the Legisla- 
tive Yuan who have been popularly 
elected from constituencies in Taiwan in 
"supplementary" elections. The Taiwan 
elections are officially viewed as supple- 
mentary to those last held by the party 

the mainland in 1947. In their style 
wad Outlook, the younger party mem- 
bers are a world apart from the majority 
of KMT lawmakers, who have not faced 
elections since 1947. 

Quietly giving them moral support 
from behind the scenes is Lee Huan, the 
71-year-old reformist party secretary- 
general whom Chiang brought to the 
centre of KMT power shortly before his 
death. Handling the day-to-day man- 
agement of the 2.4 million-strong party 
apparatus, Lee is thus able to regulate 
the pace of political reform. Whether he 
is ready to risk antagonising conserva- 
tive party members by pushing for re- 
form is open to question. 

A critical test of any reform pro- 
gramme will come during the 13th KMT 
national congress in July. James Soong, 
45, one of three party deputy secretary- 
generals, said rank- and-file KMT mem- 
bers will for the first time vote to pick 
delegates to the congress. Jaw and 
Huang and other younger party activists 


for reform such as Hsieh Shen-shan and 
Jao Ying-chi are poised to test further 
the limits of democratisation within the 
party by calling for the election of all 150 
members of the KMT’s central commit- 
tee and of at least some of the central 
standing committee’s 31 members. 
While membership in the central 
committee, made up of lesser party offi- 
cials, is mainly symbolic, the standing 
committee comprises such powerful fig- 
ures as the president, vice-president, 
premier, presidential advisers, cabinet 
members, ambassadors and retired gen- 
erals. It makes decisions on every aspect 


| of political and economic life. 


But as in so many other institutions 
here, the standing committee is heavily 
laden with ageing mainlanders. Of its 31 
members, seven are over 80 years of age 
and 11 are over 70. The committee has 





so exclusively guarded its power to rule 
that it has permitted only one lawmaker 
to join its ranks, Legislative Yuan presi- 
dent Nieh Wen-ya, 83. 


W ith preparations under way for the 
national party congress, there are 
indications that four octagenarians — 
former president Yen Chia-kan, 82, 
former Judicial Yuan president Huang 
Shao-ku, 86, former defence minister 
Kao Kuei-yuan, 80, and former vice- 
president Shieh Tung-min, 81 — may 
seek voluntary retirement. Others, such 
as Prime Minister Yu Kuo-hwa, 74, 
have not only refused to step down in 
favour of younger people but generally 
resist any notion of fundamental change 
in the status quo. 

Given the relative insignificance of 
the central committee, the party reform- 
ers see no serious obstacles to opening 
it up to representatives from such va- 
rious KMT support groups as farmers, 
small businessmen, women and work- 
ers. The reformers plan to push for the 
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election of all 150 members — wit 
more seats being created in future, 
perhaps — through their delegates to 
the national party congress. | 
"This time, party leaders cannot just 
give us dinner and settle | everything be- 
hind our backs," Jaw told the REVIEW. 
! time is on our 
he reformers — 
n the central 
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mittee's seats. F hat they 
might be over themselves, 
some liberals re twan poli- 
tics, one must r ie furthest 
goal to achieve: cession. 
The extent o permitted in 
the standing co omposition 
will indicate ju committed the 
KMT really is tc lreform, obser- 
vers say. "We knc he overall di- 
rection is for chan ey ques- 
tion is what t e of thi 
change will University 
professor C g-t 
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orar ould be lucky 
to secure sev ts in the stand- 
ing committee, including the four 
rumoured to b 
tarily soon. The seven seats, 
added to those held by some 
younger government officials 
now on the committee, might 
bolster the voice of reform. 

How the liberal and conserva- 
tive party factions work out their 
differences remains to be seen. 
For the conservatives, pressure 
for change is looming in the form 
of Legislative Yuan elections in 1989, 
when campaigns will be fought on the is- 
sues of parliamentary reform and a 
KMT restructuring. Conservative in- 
cumbents recognise that they must at 
least not be seen to oppose reform be- | 
cause by doing so they would risk being | 
blamed for any significant decline in 
electoral support for KMT candidates. 

In the last Legislative Yuan election, 
in December 1986, the opposition 
Democratic Progressive Party surprised 
everyone by drawing 28% of the total 
vote, winning a record 12 seats. 

Many top KMT leaders are greatly 
disturbed that electorally popular vote- 
getters like Jaw and Huang — Jaw is 
from Taipei and Huang from nearby 
Taoyuan district — are the same people 
seeking to upset the present power con- 
figuration. However, the party leader- 
ship is well aware that it is just such 
people who can stop a further erosion of 
the party's grassroots popularity here. | 
Therefore, it views the new party lead- 
ers as too precious to ignore. j 
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Tigers on the loose 


Tamil rebels cause havoc in the countryside 


By Manik de Silva in Colombo 


AS eight months of sustained oper- 
ations, the Indian Peace Keeping 
Force (IPKF) in Sri Lanka — now num- 
bering more than 50,000 — has not been 
able to break the back of the separatist 
Liberation Tigers of Tamil Eelam 
(LTTE). On the contrary, the LTTE 
has resumed its attacks on Sinhalese vil- 
lagers, much to the embarrassment of 
the IPKF as well as Colombo. 

V. Prabhakaran, the LTTE leader, 
has remained at large and a massive In- 
dian operation in the jungles of the 
northern Vavuniya district in mid- 
March failed to flush him out. As re- 
ports of the Indian moves against 
Prabhakaran spread, politicians from 
the southern Indian state of Tamil Nadu 
demanded that the IPKF call off the op- 
eration. This raised questions in Sri 
Lanka about India’s seriousness in cap- 
turing the LTTE chief. 

On its part, New Delhi has always 
been willing to reach an arrangement 
with Prabhakaran provided the LTTE 
agree to fall in line with the Indo-Sri 
Lankan peace accord of July 1987. A re- 
cent attempt to contact Prabhakaran, 
however, ended embarrassingly for the 
Indians when one of two emissaries — 
Madras-based LTTE cadres whom the 
Indians had flown to Jaffna — was shot 
dead in the Vavuniya jungles, presuma- 
bly by the IPKF. Details remain unclear 
but it has not been denied that Johnny, 
an LTTE cadre who accompanied 
Canagaratnam (alias Rahim), a former 
LTTE spokesman in Jaffna, had been 
killed. 

The Colombo press is now speculat- 
ing that Indian Prime Minister Rajiv 
Gandhi, determined to help his Con- 
gress party win the Tamil Nadu state 
elections to be held in a few months’ 
time, has indicated a willingness to meet 
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Prabhakaran. The Island, a Colombo 
daily said on 27 March that New Delhi 
wanted to fly Prabhakaran to India for 
talks with Gandhi. If the talks proved 
successful, they would appear together 
at a Madras rally. However, Indian offi- 
cials have denied the report in The 
Island. 

The thinking is that this would con- 
siderably boost the chances of the Con- 
gress at the Tamil Nadu state elections. 
Gandhi has been criticised strongly in 
Tamil Nadu for his handling of the Sri 
Lanka issue because Tamils in India 
have strong links with their ethnic bre- 
thren in Sri Lanka. A joint appearance 
with Prabhakaran will clearly serve 
Gandhi well in the state election cam- 
paign. The LTTE office in Madras has 
confirmed that New Delhi has made 
some friendly noises recently. 

On the battlefront, the LTTE flexed 
its muscles in early March with a series 
of attacks on Sinhalese villages in Trin- 
comalee district in the east and Va- 
vuniya in the north. After more than 60 
civilians were killed, President Junius 
Jayewardene sent his Lands Minister 
Gamini Dissanayake and three senior 
military officers to New Delhi on 17 
March for talks with Indian leaders. 


Q: Dissanayake's return, Colombo 
expressed satisfaction with the talks 
and said that the IPKF and the Sri Lan- 
kan forces would cooperate in the east- 
ern areas to provide security to 
sinhalese and Muslim villages that had 
been targets of LTTE attacks. 

The new security arrangements 
worked out between the two sides in- 
cluded the attachment of Sri Lankan po- 
lice to IPKF detachments covering vul- 
nerable villages in the eastern districts. 
The Indians have admitted that many 





villages had been left uncovered due to 
what an Indian general politely referred 
to as "certain sensitivities." The impli- 
cation is that the Sinhalese villagers 
have not felt comfortable with the In- 
dian troops, suspecting that they sid 
with the Tamils and also misbehaved « 
casionally. The Indians say that because 
they do not speak the same language 
they are unable to communicate. With 
Sri Lankan troops virtually confined to 
barracks under the terms of the peace 
accord, many Sinhalese settlements, 
particularly in the east, are therefore 
acutely vulnerable to attack. 

No sooner had Dissanayake re- 
turned from New Delhi, and within days 
of an intensive IPKF operation in the 
Vavuniya jungles, than the LTTE on 22 
March hit two Sinhalese villages in Va- 
vuniya, claiming 15 lives. 

Jayewardene faces similar problems 
to Gandhi in forthcoming elections. 
Elections for four of the provincial 
councils set up in the wake of the Indo- 


-Sri Lankan accord are due to be held on 


28 April. The Sri Lanka Freedom Party, 
the major opposition force in the coun- 
try, is boycotting these elections saying 
that what is needed now is not the p 
vincial-council elections but a gene... 
election. Jayewardene's ruling United 
National Party (UNP) is not likely to be 
defeated at the provincial polls in the 
absence of its principal opponent but if 
voter turnout is very low, the signs 
would not be propitious for the UNP. 
Just as much as the Tamil Nadu elec- 
tions are important to Gandhi, Jayewar- 
dene — who must call both a general 
election and a presidential election in 
1989 — must show the electorate that 
the Indo-Sri Lankan agreement has 
achieved its objectives without an ero- 
sion of Sri Lankan sovereignty. The ef- 
fort now to resettle refugees who fled 
the eastern districts in the face of the 
LTTE terror is proving difficult. It has 
been agreed that Sri Lankan troops will 
escort them back to their villages in 
Trincomalee and stay there to secure 
them against further attack. But getting 
the villagers back will not be easy, as 
Jayewardene well knows. u 
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BANGLADESH 


Calling on 
Uncle Sam 


Ershad's adversaries step up 
lobbying in the US 


By Nayan Chanda in Washington 
T Bangladesh opposition, like the 
partisans of many other Third World 
domestic conflicts, has brought its battle 
to Washington. While Dhaka tried to 
portray the recent Washington visit of 
Foreign Minister H. R. Chowdhury as 
tantamount to US blessing for its con- 
troversial 3 March election, two opposi- 
tion leaders — Kamal Hossain of the 
Awami League and Badruddoza Chowd- 
hury of the Bangladesh Nationalist 
Party (BNP) — arrived here soon after 
lobby against President H. M. Er- 
»udd. + 
They urged the US Congress and the 
administration to use the leverage of aid 
to restore democracy in Bangladesh. 
"Noriegas of South Asia should not be 
treated differently from the Noriegas of 
Central America or elsewhere," Hos- 
sain told a press conference. In a bid 
AP RODNEY TASKER 
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We may not work with IBM, Wang System Networking (WSN], we 
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to oust the Panamanian military 
strongman Gen. Manuel Noriega, the 
US has recently cut off all aid and credit 
to Panama. However, lest the analogy 
— used to catch public attention — be 
interpreted as an appeal for a total cut in 


aid, the opposition representatives re- your problems. And we’re not saying So that you can choose not just 
peatedly said that US food aid to that Wang is the exception that Wang or IBM, or whatever, but the 
Bangladesh should not be touched. | d > 
That qualification was ignored by Er- proves the rule. vendor/system combination that’s 






shad who promptly termed the lobbying 
as “acts of treason.” 

Although the Bangladeshi opposi- 
tion leaders were received, according to 
protocol, by a mid-level State Depart- 
ment official, they had meetings with a 
number of powerful congressional lead- 
ers and addressed other influential 
policymakers and analysts. 

Sources said that Hossain and Bad- 
ruddoza Chowdhury made a strong im- 
pression on congressional leaders with 
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either, when there’s a perfectly viable 
and cost-efficient alternative. 
With our VS computer and 
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their argument that Ershad’s rule had 
 eroed faith in the democratic process, 
institutions of government and the inde- 
puce of the judiciary, causing insta- 
ility and violence that could affect not 
only Bangladesh but also the region. 
The REVIEW has learned that Sen. 
Edward Kennedy, a supporter of 
Bangladesh since its birth, is going to in- 
troduce a resolution expressing concern 


about the situation in Bangladesh and | 


influential members of the House of 
Representatives are looking into the 
possibility of partial suspension of aid, if 
the Ershad regime does not take steps to 
restore democracy. Meanwhile, the 
House subcommittee on Asian and 
Pacific affairs is scheduled to hold hear- 
ings on Bangladesh and the administra- 
tion is likely to come under congres- 
| sional pressure to take a tougher ap- 
- proach to Ershad. 


ast December the House passed 

the Foreign Assistance Act with an 
amendment, which requires the US pre- 
sident to take into consideration the 
existence of a credibly elected govern- 
ment, free press and judiciary in 
Bangladesh while offering aid. Once the 
bill is passed by the Senate this summer, 
the administration will be put to a test 
because in the light of the 3 March polls, 
which one congressional specialist call- 
ed a "voterless election," there could 
be serious difficulties in providing 
Bangladesh with the proposed US$133 
million in aid. 

While food aid to Bangladesh is not 
in danger of being cut, attempts could 
be made to hold back or reduce other 
forms of US aid. However, in 
Bangladesh the administration faces a 
dilemma common in its dealings with 
other authoritarian countries. While 
Washington would like to nurture 
democracy in Bangladesh, it is ap- 
prehensive that further fragmentation 
of the political system could only pro- 
duce chaos and affect economic growth, 
which is vital for the country's survival. 

The US administration is less than 
enthusiastic about the opposition alter- 
native in Dhaka because the latter does 
not have a workable economic pro- 
gramme, and the country's army is hos- 
tile to the opposition. That Ershad has 
embraced the philosophy of privatisa- 
tion also endears him to the ideologues 
of the Reagan administration. But an 
activist Congress could force the admin- 
istration's hand. 

Ershad probably senses that any 
danger of an aid curtailment could come 
from the Congress. While the photo- 
graph of his foreign minister with US 
Secretary of State George Shultz — 
taken during a 15-minute courtesy call 
in Washington — was helpful in claim- 
ing American support, Capitol Hill has 
yet to be won over. Significantly, Dhaka 
has hired a lobbying firm, for a reported 
US$200,000 initial fee, to promote the 
regime’s interests in the Congress. Ø 


MALAYSIA 





Crackdown background 


By Suhaini Aznam in Kuala Lumpur 


he long-awaited security white 

paper, distributed in parliament on 
23 March, was meant to explain the gov- 
ernment's reasons for arresting 106 
people under the Internal Security Act 
(ISA) last October, the subsequent de- 
tention of 38 of them for up to two more 
years and the closure of three newspap- 
ers. But despite the five-month lapse, 
the 16-page report — 24 with appen- 
dices and photographs — added few 


| new insights to Prime Minister Datuk 


Seri Mahathir Mohamad’s speech in 
parliament one day after the police 
crackdown, which began on 27 Oc- 
tober. 

The mass arrests of public figures, in- 
cluding opposition Democratic Action 
Party (DAP) chief Lim Kit Siang 
and, initially, 13 other DAP MPs 
and state assemblymen, 15 mid-level 
leaders from the opposition Parti Islam 
(Pas), 14 leaders 
from the ruling Na- 
tional Front coali- 
tion, environmen- 
talists, Chinese 
educationists, 
church workers, 
trade unionists and 
assorted others, 
stunned the country 


into silence. 
The white 
paper, entitled 


"Towards Preserv- 
ing National Sec- 
urity,” reiterated 
that the police had 
to act in the face of 
mounting racial and 
religious tensions, a 
situation Marxist 
sympathisers were said to have been 
exploiting. It also accused elements in 


| the Baptist and Catholic churches of 


working to disrupt national unity — a 
charge closely echoing that made by the 
Singapore Government against 22 
people detained last year for allegedly 
plotting to overthrow the government. 

After the mass arrests — the total of 
which has been recently put at 119, 
though the report only mentions 106 — 
normalcy returned slowly. In De- 
cember, the government released 68 of 
the detainees, 10 of them under re- 
stricted residence and two others 
banished from their home states. Two 
days before releasing the white paper, 
the Home Ministry issued new publish- 
ing licences to the three newspapers it 
had earlier banned for having allegedly 
incited racial tensions. One of them, the 
English-language daily The Star, re- 


The Star back on sale. 





| The government explains last year's ISA detentions 


sumed publication on 26 March, the 
date its new licence came into effect. 

Clashes between Malays and Chi- 
nese were a part of Malaya's pre-in- 
dependence history, noted the Home 
Ministry report. From 1945-57, racial 
and religious conflict broke out 17 
times; the report recorded four more in- 
cidents between then and the 13 May 
1969 riots in Kuala Lumpur — the most 
serious outbreak of racial strife in the 
country, with an official tally of 248 
Malays, Chinese and Indians killed. 

The riots prompted the government 
to introduce new programmes, princi- 
pally the New Economic Policy, t^ 
redress socio-economic imbalanc 
Without naming specific races, the re- 
port then observed that “there are quar- 
ters which are reluctant to accept the 
fact that, in order to redress the imba- 
lance between the races, opportunities 
for advancement 
will have to be 
shared by all the 
communities.” Va- 
rious groups were 
“dissatisfied with 
their position,” 
while others were 
“apprehensive of 
losing their identity 
and cultural herit- 
age" despite con- 
stitutional guaran- 
tees. Amid this, po- 
litical parties, pres- 
sure groups, the out- 
lawed Communist 
Party of Maləva 
(CPM) and the pr 
had exploited tnis 
situation "for their 
own selfish interests," said the report. 

Meanwhile, some Muslim groups 
wanted to set up a Muslim state through 
violence, while others tried to cause 
intra-Muslim dissent while fuelling hos- 
tilities between people of different 
faiths, it continued. And while most 
churches observed a constitutional pro- 
vision that laws could be made prohibit- 
ing missionary activity among Muslims, 
a small group known as the Neglected 
People's Workers based in the First 
Baptist Church in Kuala Lumpur's sub- 
urbs, had tried to proselytise among 
Muslims. 

The report went on to say how in 
assuming office in 1981, the present 
leadership had practised a liberal policy 
but that some “irresponsible groups" 
had taken advantage of that tolerance. 
Unlawful assemblies were organised, 
racial issues played up and exaggerated 
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by the press — leading to a highly tense | 


situation in October 1987 when, after an 
unrelated, non-communal shooting in- 

ident in central Kuala Lumpur, people 
started stocking up foodstuffs in antici- 
pation of riots. 

“As the situation had reached a criti- 
cal stage and was likely to lead to wide- 
spread rioting, the government decided 
to act" to contain a situation "that was 
prejudicial to public order and national 
security," said the report. Use of the 
ISA was not restricted to fighting com- 
munism, it added. 

Indeed, many observed at the time 
that the sigh of relief which followed the 
cancellation of a mammoth rally, plan- 
ned by the dominant United Malays Na- 
tional Organisation (Umno) for 1 Nov- 
ember 1987, was as audible as if race 
riots had actually broken out. 


rends and relations. of the de- 
tainees — known as the ISA support 
group — reiterated their call to the gov- 
ernment to charge the detainees under 
the Sedition Act, given the nature of the 
lleged crimes, instead of detaining 


-«nem under the ISA. Casting doubt on 


the strength of evidence against them, 
the group said: "From the evidence pro- 
duced at the habeas corpus hearings 
[granted to some don it was clear 
that the detainees were being held in 
solitary confinement, were subjected to 
long periods of interrogation and were 
denied access to lawyers. Any self-im- 
plicating statements made under such 
conditions must be held suspect . . . un- 
less there is proof that these statements 
were not made under duress.” — 

The white paper was originally not 
scheduled for debate in parliament. In- 
troducing a motion of urgent public im- 
portance the following day, however, 
DAP acting chief Lee Lam Thye de- 
scribed it as “an attempt to discredit the 
DAP at a time when the party has made 
impressive political gains" — it had won 
20.2896 of the total votes cast in the 
1986 general election — and had "begun 
to cael inroads into the rural areas.” 
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Lee denied government allegations 
that DAP MPs had inflamed racial senti- 
| ments and incited violence through 

their speeches — that Lim, for instance, 
had said that the government's policy to 
establish "one race, one culture, one 
language, one religion" had eroded the 
status of other cultures. Even if the gov- 
ernment considered the issues sensitive, 
"we in the DAP have brought them up 
not to exploit but to defuse them" by 
| drawing the government “to apply its 
mind to these problems which after all 
had been created by the government it- 
self," said Lee. 
But his denial lacked the force of 
first-person authority, as Lee was un- 
| able to go into specific details. For while 
| a battery of charges have been levelled 
| against them, the detainees themselves 
| are in no position to reply and clear their 
| names. 
| The ISA does not provide for trial. 
| Detention beyond the initial 60-day in- 
| terrogation period is automatic once the 
| home minister — Mahathir himself — 
signs a detention order of two years, re- 
newable every two years thereafter. For 
most of the 38 now in detention camp, 
the first three months when their cases 
first come up for review ended on 24-25 
March. The advisory board has been sit- 
| ting for the past two weeks, 
The report said the Malaysian 
i 








Chinese Association and the Malay- 
sian Indian Congress, both mem- 
bers of the 13-party ruling National 
Front coalition, had reacted to DAP 
taunts that they were “selling their 
dignity” over education and language is- 
sues. But, according to Chandra Muzaf- 
far, president of the social reform group 
Aliran, who had himself been detained 
for interrogation for 52 days, the 
report made no attempt to look at the 
underlying causes. “There seemed to be 
a greater concern with those who say the 
linen’s dirty than those who dirtied the 
linen in the first place,” he said. 

In any case, tensions escalated so 
much so that atan Umno Youth rally on 
17 October, the last rally before the 
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clampdown, some in the croy 
banners emblazoned with the. 
“May 13 has begun” — a referent 
the 1969 riots — or a painted 
(Malay dagger) and the words "Soa 
with Chinese blood." ui 
Meanwhile, the report charged so 
Catholic church workers with 
Marxists, who believed in the M 
"liberation theology" urging the 
force, if necessary, in the ques! 
human freedom through class strugg 
The report quoted detained church s 
cial worker Theresa Lim Chin Chin as 
having explained under interrogation 
that they had formed an Urban Rural 
Mission, whose main objective was "to 
organise and conscientise the grassroots |. 
— estate and factory workersandsquat- |. 
ters — with the a ying a mass- |. 
based people's i t"to radically |- 
challenge existi tructures and. |. 
government po: Eu 









hrough 3 
another | 





ga | 
overnmenton |. 
l -and which in- | 
volved the societ teby acting as a 
pressure group, the report again quoted 
Theresa Lim assaying: — 

It also reported that NOHD assistant 
director Anthony Rogers, had admitted 
that some of the phrases used in his Re- 1. 
flections on the Lord's Prayer were 
"suitable to incite the people to create 
social unrest.” - 

Rejecting the charges, Catholic Arch- 
bishop of Kuala Lumpur Anthony 
Soter Fernandez said "the reference to. |. 
the use of ‘Liberation Theology’ by the |. 
so-called ‘Marxists group’ appears tous |. 
as a cheap imitation of the allegations of |. 
the Singapore Government against - 
those arrested last year on similar j|. 
charges," whereas the Vatican had | 
explained the genuine liberation theol- | 
ogy as "basically a liberation from sin — -| 
personal and social.” Special Branch | 
officers had met Malaysian bishops “to | 
clarify these issues in three lengthy | 
meetings," yet allegations of Marxistin-. | 
filtration continued in the report, he |. 
added. E 
University campuses were another |. 
Marxist target, according to the report, |. 
which named Mohamed Nasir Hashim 1 
and Chee Heng Leng — two university 
lecturers among the detainees — ashav- | 
ing worked towards a “dictatorship of | 
the proletariat.” In addition, Mohamed | 
Yunus Lebai Ali, a radical Malay stu- |. 
dent, claimed under interrogation to | 
have met CPM secretary-general Chin || 
Peng in Peking in 1980, who encouraged. |. 
him to revive militant activity among | 
Malay students, said the report. Yunus | 
said Chin also financed his studies in | 
London where he met Tan Wah Piow — | 
the man accused of being the Marxist | 
brains behind the Singapore detainees. pF | 




















- NORTH KOREA 


By John McBeth in Seoul and Adrian Buzo 


W ith recently replaced army chief of 
| general staff (CGS) Oh Guk Ryol 
apparently missing promotion in recent 
changes to the North Korean Workers' 
Party hierarchy, Seoul-based diplomats 
and other analysts are still trying to de- 
termine whether his fall from view re- 
flects negatively on the current standing 
of communist leader Kim Il Sung's son 
. and annointed heir Kim Jong Il. 
: It had earlier been thought Oh was 
. being prepared for a higher party posi- 
. tion, where he would be responsible for 
_ | diverting army reserve units into major 
^| construction projects set out in the 
. | country's Third Seven-Year Economic 
^|. Plan (1987-92). But following a central 
committee meeting presided over by 
Kim Il Sung on 7-11 March, the only 
-| promotion mentioned by North Korea's 
| official media was that of Kye Hung 
| Tae, the top-ranking alternate mem- 
. | ber who rose to full status in the polit- 
= buro. 
- Pyongyang's silence over Oh's cur- 
| rent status may mean now that obser- 
vers will have to wait until the next an- 
_ | nual session of the Supreme People's 
-- Assembly in mid-year to see whether he 
retains his membership of the politburo, 
4. where he has usually ranked about 12th, 
_ |. making him the second-highest active 
p. military cadre in the party. 

Oh lost the position he had held for 
nine years on 12 February and veteran 
military cadre Choe Gwang moved 
across from a deputy premier’s position 
to replace him. The reshuffle was as in- 
triguing as it was unprecedented. This is 
primarily because Oh, 57, belongs to 

;| the second generation of North Korean 
| military leadership, that 

cL of the regular military 
-|. school graduates, and as 
|. the No. 2 military figure 
| behind the ageing and 
-.j, ailing Korean People's 
| Armed Forces (KPAF) 
Minister Oh Jin U, he 
“was the latter’s natural 
- heir-apparent. However, 
Choe, 72, a candidate 
member of the politburo, 
is a guerilla veteran. 

Thus on the face of it, the 
second generation — and 
thus by implication Kim 
Jong H himself — may 
havelostoutinthe move. 

. Diplomatic sources in 
Seoul say there are indi- 
-cations the 46-year-old 
son is in "some sort of 
trouble" and that the 
problem is linked to de- 
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Amilitary mystery 


Speculation mounts over meaning of army chief's replacement 


teriorating economic conditions. “There 
is speculation that his role in the economy 
has led to a series of disasters," a senior 
Western diplomat told the REVIEW. He 
also noted the dropping of Kim Jong II’s 
name from communiques and recent re- 
ports of reductions in the party adminis- 
trative staff, which he has personal con- 
trol over, among other anomalies. 
There has also been more recent de- 
bate over the seemingly unusual ap- 
pointment of former prime minister 
Kang Song San, 56, another reputed 
Kim Jong ll associate, to party chief of 
North Hamkyong province bordering 
the Soviet Union. He replaced a No. 25- 
ranking alternate member, Cho Se 
Ung. But though it was the first time a 
former premier had been sent to a pro- 


vincial party post, Kang is still ranked | 


11th in the politburo. Also, Choe's wife 
was an auntie figure for Kim Jong Il dur- 
ing his boyhood. 


hat Oh's withdrawal may nót be 

sinister for the younger Kim, was 
also suggested by the wide-ranging pro- 
gramme of military reorganisation that 
foreign military observers say has been 
continuing in the KPAF since 1986. 
Since the most significant organisa- 
tional change is believed to involve a 
merging of the KPAF Ministry and CGS 
structures, a down-grading of the latter 
would be a natural consequence, and 
foreign press speculation that Oh may 
be being moved sideways to allow Choe 
— à far less significant figure — to take 
his position, might yet prove to be close 
to the mark. 

However, it is difficult to see where 


l— 


Kim Jong Il and the generals: uneasy relationship. 








else Oh, who had been CG i 








could go. He had impeccable | 


credentials, but neither this nor high mi- 


| 

| litary ranking has ever been any guaran- 
| tee of political safety under the Kim II 
| sung system. In fact, the last person to 
| be sacked as CGS was Choe himself, 
| whose six years in the job covered the 
| seizure of the US spy ship Pueblo. 

| Purged from the position in late 
| 1968, he was forced to spend the ensu- 
|in g decade in obscurity, and was only re- 
| stored fully to grace at the sixth party 
| congress in 1980. He did not return to 
| active military affairs, however, and 
| since 1981, has occupied the administra- 
| tive post of deputy premier without 
| portfolio. In the "red versus expert" po- 
| larity of the 1960s, Choe was generally 
| regarded as the most "expert" of Kim II 
| Sung’s generals, and hence despite his 
| age, guerilla background, and recent in- 
| activity, he would probably be well 
| versed in the strategic and tactical con- 
| cepts of the 1980s. As a former guerilla 
| comrade, he may also be far more 
| within Kim Il Sung's comfort zone than 
| Oh could ever have been.  . 

The incumbent KPAF Minister Oh 
| Jin U, is the most senior military man in 
| the party, ranking No. 3 in the polit- 
| buro. Oh Guk Ryol had been the only 
| other active military figure to enjoy full 
| politburo status as CGS incumbent. 
| While it remains to be seen whether 
| Choe, the third-ranking active military 
cadre, will now rise in party rankings 
from his current one of 21, one must 
| presume that this is:likely. 
| While speculation has centred on the 
i 





international publicity given alleged 

North Korean responsibility for the 
| November 1987 sabotage of a South Ko- 
| rean passenger jet, and the apparent 
| sabotage in December 1987 of an am- 

munition train inside North Korea, as 
| possible reasons for Oh’s replacement, 
| these incidents are unlikely to have di- 
rectly precipitated it. If indeed Oh has 
been purged, then the issue must hav 
been far more serious 
than these incidents for 
Kim Il Sung to counten- 
ance disruption of a long- 
functioning arrangement 
that had been designed 
to guarantee the loyalty 
of the military to Kim 
Jong II. 

And if basic strategic 
| issues were at stake, 
|; then Oh's removal does 
not augur well for a re- 
| duction of tensions on 
| .the Korean peninsula. 
| Oh is thought to be 
| less adventurist than 
|. the Kims in military mat- 
| ters, while Choe has no 
|. power base from which 
| fo  restrain excessive 
j moves by the leadership 
| intherun-upto the Seoul 

. Olympics. n 
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events as accurately as possible and to 


€ IT was with some high trepidation 
that I read recently that Brig-Gen. Lee 
Hsien Loong, Singapore's trade and 
industry minister and son of Prime 
Minister Lee Kuan Yew, had marked 
the Lunar New Year with a speech in 
which he defined what makes a good 
newspaper and what makes a good jour- 
nalist. He was addressing the Singapore 
Press Club. 

His main themes were the factors 
that made Singapore journalism differ- 


ent from the industry elsewhere and the | 


Singapore journalist’s duty to contri- 
bute to "nation building." The press had 
to be "constructive." f had to be pro- 
Singapore. "Being for Singapore will 
often mean agreeing with the govern- 
ment . . . because the government is 
often right and if you are a responsible 
newspaper, you will have to acknow- 
ledge so." 


_ © LEE repeated the Singapore Gov- 
 —rnment line that “Our multi-racial so- 


ciety makes reporting on sensitive sub- 
jects a very delicate matter." Although 
many other societies are multi-racial, 
including that of the US, the brigadier- 
general specifically rejected the Ameri- 
can press as a model: "In our experi- 
ence, an unrestrained babel leads to 
mayhem and riots rather than en- 
lightenment." 

As for reporting and explaining 
events overseas, the closest model Lee 
could find for the Singaporean press to 
follow was the BBC. Possibly conscious 
that such a remark would have Mar- 
garet Thatcher and her cabinet crawling 
up the wall with fury or helpless on the 
floor with laughter, Lee admitted that 
the BBC was not free from criticism 
from both major British political par- 
ties, and indeed from within itself. 

€ IT was the American press which 
Lee specifically rejected as a model in 
ling the pressmen that they must take 


, We in resisting the “temptation to get 


involved, to take sides, the wish to influ- 
ence events." The Singapore Govern- 
ment had "gazetted" (that is, effectively 
banned) four publications, Time, The 
Asian Wall Street Journal, Asiaweek and 
the REVIEW because they had "sought 
— and they probably would not deny it 
— the right to play a role in Singapore 
equivalent to the role American news- 
papers play in the US. In other words, 
be a player, even a major political force." 

Well, speaking for the REVIEW, I 
would certainly deny it. I have consis- 
tently denied it and several times told 
the brigadier-general's father (with a 
singular lack of success) that the 
REVIEW has no wish to be a "player" — 
Or, to use the Singaporean phrase, to 
become a factor in the republic's domes- 
tic policies. Quite the contrary. The 
REVIEW sees its function both in Singa- 
pore and elsewhere as a medium in 
which its journalists' duty is to report 
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place them in perspective by analysis 
and comments made from the sidelines. 

€ BUT we digress. Lee went on to 
note that the journalistic desire to “be a 
player” was inherent in the American 
model and that it did not prevail in all 
Western countries: “For example, the 
European press and particularly the 
British one, at least until a few years 
ago, stick much more to the traditional 
function of reporting news.” This re- 
mark is, to say the least, disingenuous. 
Would Lee, forexample, reckon that the 
London Economist operated within the 
American tradition? 

9€ A WORST-CASE scenario was 
then painted by the minister: "Suppos- 
ing we adopt the US model. Who 
elected the press? Many of you would 
have heard of Walter Cronkite, CBS an- 
chorman. A few of you may know that 
in the days when he was anchorman, he 
was the most trusted man in America. 
Not the president, not the secretary of 
state, or any other elder statesman, but 
Mr Walter Cronkite . . . avuncular, 
reassuring, trustful and trustworthy. 
Can you imagine what Singapore would 
be like if one day, perhaps shall we say 
several years after the next general elec- 
tion, the prime minister of Singapore 
should command less respect and less 
trust than a media person?" 

Reading this passage, I was re- 
minded of a passage in the autobio- 
graphical book by one of Cronkite's 
British counterparts, Sandy Gall’s 
Don't Worry About the Money Now. He 
described Cronkite's visit with a CBS 
team to Vietnam in the aftermath of the 
Tet offensive in 1968. At that time the 
US ambassador Elsworth Bunker and 
US commander Gen. Westmoreland 
were claiming that Tet had been a de- 
feat for the Vietcong and all that was 
needed to clinch the victory was 200,000 
more American troops to reinforce the 
half-million already there. Despite his 
intensive briefing by the US top brass, 
Cronkite returned to the US to report 
his view that, from the American point 
of view, the war did not seem to be 
winnable. That caused a furore in the 
White House, with president Lyndon 
Johnson reportedly saying that if Cron- 
kite did not believe the US could win the 
war, the government could never per- 
suade the American people otherwise. 
€ LEE was quite right; no one elected 
Cronkite. He could be said to have been 
chosen by those who employed him and 
the millions of viewers who decided 
they liked him. No one elects jour- 
nalists, except their employers, and the 
number of people who shell out money 
to read or watch the results of their la- 
bours. There are more than 10,000 such 
people in Singapore, but the govern- 
ment will not allow them to exercise the 
right to buy the reading matter of their 
choice. 
And, though no one elected Cron- 
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kite, probably a large majority of. 
Americans would agree that, after the 
Tet offensive, Cronkite’s view of the 
Vietnam War was a better assessment 
than that of LBJ, = ec | 
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I think the la 
ten it that we 
not.” Et 
Unfortunate 


minister for tra 


| we have writ- 
Ives? Probably 
| appears that the 
| and industry had not 
obeyed his own instructions to the as- 
sembled pressmen and reported matters 
with care and accuracy. He had not 
done his homework. He had probably 
read the item in Business Times and 
wrongly assumed that the newspaper 
had reprinted the AFP report in full. In. P 
fact, if he had checked, he would have |. - 
found that, far from being an interpretas | 
tion by a Western reporter, the AFP 

item was bylined “By Claudia Mo.” Mo |. 
is a Hongkong Chinese of Shanghainese 
extraction who just happens to be mar- | 

ried to the deputy editor of the REVIEW | 
(or does Lee reckon that marriage com- |_| 
pletely Westernises the wife inthiscase). |... 
And Lee was also wrong when he 
stated that the report was based on 
some unknown analysts. The original 
AFP item quoted Deng Xiaoping. 
Hongkong legislator Martin Lee and | 
the leader of the Christian Industrial - 
Committee, Lau Chin-shek. Hardly a — 
Western reporter offering a Western | 
analysis based on Western sources. l 
Lee nevertheless told the assembled 
pressmen blandly: “Robust criticism is | 
always welcome. In fact, it is more in- | 
teresting to read somebody who dis- - 
agrees with you.” He was rather more ~ 
accurate when he added: “Further- - 
more, it gives you a chance to hit back.” — 
® EARLIER this year, Lee wantedto | 
jolly up the island republic. He called _ 
for ideas from the public to make the | 
country more fun to live in. Thisledtoa | 
feature article in The Straits Times on | 
the subject, with one of the saddest | 
headlines I have ever read: x 
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By John McBeth in Seoul 
F^ there was anxiety about whether 
or not North Korea could success- 
fully lead a communist boycott of the 
1988 Seoul Olympic Games. Then it was 
domestic convulsions with streets so full 
of rioters and teargas that many people 
began to wonder whether the two-week 
sports festival would be held at all. 
ow, however, the politics that have 
dominated the Olympics for so long are 
giving way to anticipation over the 
games themselves. 

The final realisation that the political 
crisis had passed came with the accept- 
ance of invitations by China and the 
Soviet Union, plus all of the Eastern 
European bloc. The only countries in 
the Soviet orbit holding out are Cuba 
and Ethiopia — and if Havana's boxers 
can be ignored, neither is exactly à 
sporting giant whose absence will de- 
tract from the occasion. 

Now, on countless public buildings 
in Seoul, digital clocks click off the days 
left before 17 September when an esti- 
mated 13,600 athletes and officials from 
a record 161 nations gather in Seoul's 
Olympic Main Stadium for the lavish 
opening ceremony. Somehow, at last, 
the clocks, the new stadiums, the shops 
bulging with Olympic memorabilia, and 
the innumerable pre-Olympic cocktail 
parties and press conferences all seem 
to matter. 

Many South Koreans are still slightly 
unsure what the impact will be, and how 
they will react to the largest invasion of 
foreign tourists since the Hermit King- 
dom began peeking out from under its 
isolationist shell. Even today, only 
people over 40 can travel freely outside 
the country — down from 50 a year ago 
— and only one out of four Koreans has 
been on an aircraft. 

In many ways, South Koreans have 
been unable to absorb and keep pace 
with the extraordinary economic pro- 

ress achieved over the past 20 years. 

usiness practices are strangely out- 
dated, women are a rarity in corporate 
management and the range of interna- 
tional cuisine outside hotels is limited to 
only a handful of restaurants. But with 
the Olympics approaching, many South 
Koreans are embracing the outside 
world with enthusiasm and a sense of 
pride. 

Taxi drivers are learning English on 
the job, listening with surprising dili- 
gence to morning language programmes 
on their car radios as they take people to 
work. More than 5,000 volunteers, 
ranging from foreign housewives to vis- 


iting Korean-Americans and even Ko- 
rean Russian-language students, have 
been pressed into service to overcome 
some of the interpreting problems en- 


countered during the 1986 Asian 
Games. 

After Mr inm in the Asian 
Games, the Chinese are no longer a 


novelty so long as the observer ignores 
the feverish interest sweeping South 
Korea these days over the prospect of 
closer economic and political ties — or 
the touching story of the still-born love 
affair between a South Korean table 
tennis player and a Chinese paddler. 
The Soviets and their East European al- 
lies, however, are something different. 

An office secretary, warned since 
birth about the menace of communism, 
said she did not know how to react when 
she met a Hungarian for the first time — 
even if he was a rather worldly TV pro- 
ducer. Politically, the government is 
now faced with the task of explaining 
that while communists are still not to be 
trusted, it is okay to talk and trade with 
them. 

The bulk of the Soviet Union's 520- 
strong team is expected to arrive either 
on chartered Aeroflot flights, or on 
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Sporting Seoul awaits 
the five-ring circus 


board a cruise ship which will anchor at 
Inchon, 40 km east of Seoul, in early 
September. Although there were initial 
indications that the Soviets might prefer 
to be based on the ship, a Soviet Na- 
tional Olympic Committee. official in 
Moscow told the REVIEW they will be 
staying in the Olympic village. 

The official said the liner would be 
used for official receptions and what he 
called “representational facilities." It is 
unclear just how many members of the 
delegation will be accommodated 
aboard, but like other nations with star 
competitors, the Soviet athletes will 
bring more individual coaches and 
therapists than have been accredited. 

If the Russians have decided to live 
with the rest of the world, there are 
probably a few well-heeled Western 
Olympians who will not. “Ivan Lendl 
[the world's No. 1 tennis player] is nc* 
going to stay in the pee village an: 
probably Ben Johnson K anada’s 100 m 
sprint star] won't either," said one 

lympic attaché. “These guys make too 
much money to rough it." 


Qr South Koreans are con- 
vinced of one thing: that the games 
signal their nation's emergence from 
economic puberty, just as the 1964 
Olympics marked Japan's transforma- 
tion into a modern industralised pow- 
er. They are already getting a small 
taste of what progress means, achieve- 
ments which include traffic jams and 
urban crime. 

In recent months, there has 
been a sharp upturn in house 
burglaries and street muggings, 
most of it committed by nife. 
wielding urban youths. Counter- 
ing student radicals was for- 
merly the priority duty of 
Seoul's policemen, some woul? 
say the only duty. Now, with 
litical violence at a lower ebb, 
patrolmen are being forced to pay 
closer attention to the burgeon- 
ing wave of lawlessness in the 
world’s fifth most populous city. 

Closer to the Olympics, how- 
ever, priorities could again 
change. The police and army 
form the core of a 60,000-strong 
security force, many on guard at 
sports venues, village accommo- 

ations and tourist hotels, and 
some have been specially train- 
ed to deal with possible terrorist 
attacks. Officials will not talk 
openly about what precautions 
are being taken, but there has 
been widespread concern over 
the threat of North Korean-di- 
rected sabotage since the bomb- 
ing of a Korean Air jetliner last 
November. 

The president of the Seoul 
Olympic Organising Committee 
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(SLOOC), Park Se Jik, a suave former 
brigadier-general who may become one 
of the most popular figures in South 
Korea if the Olympics live up to expec- 
tations, has a pat response to questions 
about security. "We are prepared for 
any eventuality. We can guarantee the 
safety of everyone who comes to the 
games," he says. 


inancially, according to officials at 

SLOOC, the 1988 Olympics are al- 
ready a success with net-profit projec- 
tions now hovering around the US$271 
million mark, or 22% higher than the 
$222 million earned in Los Angeles. 

Included in the overall $3.1 billion 
pricetag is US$1.4 billion for projects 
only indirectly associated with the 
Olympics, among them the continuing 
Han River development scheme which 
has turned the mid-city foreshore from a 
wasteland into a landscaped promenade 
complete with tennis courts and play- 
grounds and crossed by bridges leading 
to an elaborate east-west freeway. 

The remaining $1.7 billion has been 
spent on the 112 competition, training 
and support facilities and will also cover 
the staging of the 16-day games them- 
selves. Of that, $800 million comes from 
private investment: Daewoo handled 
the yachting facilities in Pusan, the Ko- 
rean Horseracing Association was re- 
sponsible for the equestrian park, Sam- 
sung Construction prepared the rowing 
course and Seoul National and Hanyang 
universities provided new volleyball 
and table tennis gymnasiums. 

The largest commercial venture has 
been the athletes’ and press villages and 
the so-called Olympic family town — 
9,454 three- and four-bedroom units in 
all, which have already been sold to Ko- 
rean buyers at prices ranging from Won 
44-80 million (US$56,400-$102,560). 
But while a consortium of construction 
companies will no doubt get its money 
back, the Olympic organisers are taking 
a Share of the pie as well. 

Families bidding for the apartments 
were all required to pay a minimum con- 
tribution of Won 1.335 million towards 
the Olympics with the most generous 
donors being awarded the apartments; 
those who missed out were given their 
money back. The units, which will be 
available about three months after the 
games, come with full furnishings, and 
telephone-activated heating and cook- 
ing utilities, and have the additional ad- 
vantage of choice location. 

Other Olympic venues have fallen 
under SLOOC’s $900 million budget, 
including the 70,000-seat, $73 million 
main stadium that towers over two gym- 
nasiums (basketball and boxing) and an 
indoor pool (diving) close to the river. 
Just 6 km away lies Olympic Park — a 
wooded complex of sports venues (cycl- 
ing, fencing, gymnastics, weightlifting, 
swimming, waterpolo and tennis) — 
which 1,500 years ago was the site of 
moated mud-brick castles built by 


Park Se Jik: Games supremo at the Olympic Stadium. 


Paekche Dynasty (18 BC-660) rulers. 

The only facilities yet to be com- 
pleted are the futuristic indoor swim- 
ming pool, with its transparent glass 
roof, and the international broadcasting 
centre in Seoul's island business district 
of Youido from where TV coverage will 
be beamed around the world. By the 
time the finishing touches are applied in 
May, SLOOC expects its balance sheet 
to be firmly in the black. 

The American NBC network has 
guaranteed $300 million for exclusive 
US rights to the Olympics, while other 
broadcasters — among them five Japan- 
ese networks, the European Broadcast- 
ing Union and Australia’s Network Ten 
— will contribute more than $107 mil- 
lion. Depending on advertising rev- 
enue, which could go as high as 
$200,000 for half a minute, NBC's roy- 
alty fee may grow to $500 million. 

Apart from TV income, SLOOC 
says it stands to earn $171.9 million 
from the marketing and licensing of the 
Olympic emblem, $128.2 million from 
Olympic coins, commemorative stamps 
and medals, $122.3 million from Olym- 
pic Lottery sales, $41 million from ad- 
vertising, $100 million from apartment 
sale contributions and a further $35.9 
milion in rental charges during the 
games. 

Not everyone is impressed with the 
figures, however. "It is ridiculous to 
speculate on profits at this stage," said a 
Western official familiar with Olympic 
organisation. "The Koreans are con- 
stantly building bigger and more elabo- 
rate structures and people who come 
here are astounded at what they've 
done. All that costs big money." 

Some wonder, for example, whether 
South Korea's major c/iaebol have writ- 
ten a few open cheques, as they are re- 
puted to have done during the recent 
presidential election. While contractors 
will probably recoup much of their in- 
vestment, it is difficult to believe, for 





example, that families contributed th 
sort of money reflected in SLOOC . 
claimed profit from apartment sales. 

At the moment, the biggest problem 
revolves around ticketing and accom- 
modation for the expected 250,000 vis- 
itors. For the Calgary Winter Olympics, 
20% of the tickets went to the so-called 
Olympic family. In Seoul, that figure is 
35% , with SLÓOC exercising total con- 
trol over accommodation and tickets — 
from Olympic committees, and through 
them the tour agencies, to prominent 
public figures. As one embassy Olympic 
attaché put it: “They are going to great 
lengths just to pem VIPs and to dis- 
pense favours if they come up.” 


he Olympic family village and all of 

Seoul's 67 tourist hotels — including 
15 still under construction — are al- 
ready booked. SLOOC has taken 60% 
to 70% of the total 15,300 hotel rooms, 
and the hotels themselves have reserved 
the rest for airline crews, long-term ai 
count holders and other VIPs. The hote: 
squeeze may be similar to that which oc- 
curred shortly before the Asian Games 
when a lot more rooms opened up after 
it was realised that the number of vis- 
itors would fall short of expectations. 
The Olympics, however, are clearly a 
different proposition. 

Surprisingly, less than 50% of the 
282 tourist inns, or yogwan, designated 
for Olympic visitors have been reserved 
so far. Some tour agencies have been re- 
luctant to offer them to clients because 
they don't meet the sort of international 
standards their customers are used to. 
Others, like Australia's Keith Prowse 
and Hongkong's King's Line Travel, 
have no such doubts — and plenty of 
willing takers. 

Each national Olympic committee 
delegated one travel company to handle 
tourist requirements, but diplomatic 
sources say there have been cases where 
individual companies have managed to 
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get perhaps more than their due or 
where other entrepreneurs have mus- 
cled into the action by offering special 
deals. “Those who have gone through 
the normal procedures are getting 
shafted,” said one Western official. 
Canada, which has only been allo- 
cated 200 hotel beds compared, say, 
with Australia’s 500, is a case in point. 
Apart from the tour company officially 
sanctioned for the US, another is now 
reported to have joined the fray — and 
has been busy across the border selling 
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Olympic tickets and associated tour 
packages at inflated rates to those Cana- 
dians who missed the cut. 

Given the fact that agencies will not 
part with tickets unless they can sell the 
trimmings as well, packages appear to 
be the only way a tourist can come to the 
games and be guaranteed entrance to 
the event of his or her choice. Even 
then, it might not always work out. 
Apart from the obvious interest in the 
opening and closing ceremonies, tickets 
to swimming and gymanstics, for exam- 


The rise and fall of a 
literary commissar 


By Martin Ebon 


M OSCOW'Ss intensive campaign against 

Wee ri has penetrated the 
outer reaches of the Soviet Union's cul- 
tural establishment: the Writers' Union 
of the Kirghiz Soviet Socialist Republic, 
the Central Asian region formerly 
known as Turkestan. 

Soon after Mikhail Gorbachov came 
to power, the campaign against politico- 
cultural commissars struck down Ten- 
dik Askarovich, for vears the dictatorial 
secretary of the Kirghiz Writers’ Union 
Board, who simultaneously served as 
chairman of the Kirghiz Supreme 
Soviet. 

Throughout his dual career, As- 
karovich could turn to critics and claim 
the endorsement of the central commit- 
tee. Opposition to him meant opposi- 
tion to the central committee. His rule 

aralleled those of thousands of petty 
unctionaries within the political, eco- 
nomic and cultural apparatus of the 
Soviet Union, its communist party and 
government departments. Now, how- 
ever, Askarovich, like many others, 
faces the ire of those he 
tyrannised and the judg- 
mentofhigherauthorities. [ 

Details of the Aska- | ™ 
rovich case have come 
from a report in Litera- 
turnaya Gazeta, the 
weekly Moscow paper 
of the Soviet Writers’ 
Union. The paper's 
contributor, Alexander 
Samoylenko, writes a 
regular feature, “In the 
Country’s Writers’ Or- 
ganisations." 

Samoylenko recalled 
that, as far back as 1981, 
at the Seventh Kirghiz 
Writers' Union Congress, 
plans were made to build 
an apartment block for 
writers in the republic's 
capital, Frunze, to open 


a literary museum and publishing 
house, and to erect a "creativity 
centre." None of these projects was un- 
dertaken, nor were books published. 

The Moscow reporter compiled local 
writers' expressions of "indignation, 
grievance and anguish,” filling five tape 
cassettes. All agreed that Askarovich 
and his team had sacrificed worthwhile 

rojects to their own ambitions and 
intrigues. One author, the historical 
novelist Tolegen Kasymbekovich, “had 
never, not even at party meetings, con- 
cealed his critical attitude" toward As- 
karovich. The literary dictator took re- 
venge himself by setting spies on the 
novelist and sabotaging his work. 

One of the spies, the poet S. 
Maymulov, suddenly encouraged "fre- 
quent meetings" with Kasymbekovich, 
which he used to provoke the novelist 
into critical comments. The novelist 
was soon "summoned" by Askarovich, 
where Maymulov read from his 
notebook, listing "what had been said, 
where and to whom," by Kasym- 
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ple, are subject to strict quotas. 

Things look bleak indeed at this 
point for the average sports enthusiast 
who wants to make his own arrange- 
ments. “A lot of people want to come,” 
said a European diplomat, “but they 
just don’t know how to do it.” What all 
this means, of course, is that while the 
Seoul Olympics is shaping up to be the 
biggest and the best, it may be that when 
the games gets under way, TV cameras 
will record a singularly dismaying spec- 
tacle: rows of empty seats. 


bekovich about Askarovich. Maymulov 
had files on dozens of writers. 

At that point, according to the Mos- 
cow account, Askarovich had been in 
charge of the Kirghiz Writers’ Union, 
commanding it for 10 years, and “the 
fact that he was liked by high authority 
somehow elevated him above the other 
writers and provided him with reliable 
protection against the criticism and de- 
mands of fellow writers.” The literar 
commissar forbade publication of Ka 
symbekovich’s historical novel, Re- 
birth, which dealt with the region’s re- 
volutionary period. 

Askarovich managed to obtain all 
manuscript copies of the novel and, for 
two years, kept them locked in his per- 
sonal safe. Kasymbekovich, quite des- 
perate, applied to a court, which quickly 
decided that his rights as an author 
had been “crudely violated." Still, As- 
karovich managed to influence the 
court to decide that, as the novel was 
not being published after all, the author 
had to return the advance payment. 
The novel was published in May 1986, 
after a five-year delay. 

According to the account in 
Literaturnaya Gazeta, | Askarovich's 
attitude and operational techniques 
were quite common. He functioned in 
this manner: "Arrange matters so that 
works by other talented people are not 
published. Give free rein to mediocr 
ty. Let titles and prizes go to the merc 
ly average. They are not a threat. 
Against this non-competitive back- 
pou. he could remain outstanding 
or a long time, even without creating 
anything." 

Askarovich was removed from his 
as as First Secretary of the Kirghiz 

riters’ Union, “owing to shortcom- 
ings in his work," and replaced by Zho- 
lon Mamytovich. The Moscow reporter 
noted that, in the interim, many positive 
changes had taken place in the adminis- 
tration of Kirghiz literature. "But by no 
means everything." he added. 

“Those who essentially separated 
the Kirghiz Writers’ Union from Kir- 

hiz literature, who replaced correct 
ideological and artistic criteria with per- 
sonal and subjective evaluation, and 
who turned the writers’ organisation 
into some kind of clearing house for 
sticks and carrots, are still prospering,” 
concluded the reporter. | 
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With nine years to go, little to cure Hongkong’s jitters 


The apple of Peking's eye 


By Derek Davies 


aa hen I am dead and opened, you shall find 
‘Calais’ lying in my heart.” So spoke Mary 
Tudor. When British Prime Minister Mrs Mar- 


garet Thatcher is dead and opened, we may well find “Hong- 
ong” lying in her heart, for she has lost the city and betrayed 


Such an epitaph sits ill with the rest of the Thatcherite po- 
litical legacy, for elsewhere in the world and particularly in 
Britain itself, the Iron Lady has tended to stick by her words 
and her ideals. But she has broken her promises to the 6 mil- 
lion people of Hongkong. While on the one hand she tells the 
British and the Argentinians that the people of the Falkland 
Islands, and only the people of the Falklands, will decide 
their future, on the other she tells the people of Hongkong 
that they are not to be consulted about their destiny. 

The two colonial remnants of what was the British Empire 
are strangely linked. Mrs Thatcher first visited China and 
raised the matter of Hongkong in the aftermath of the full 
flush of her military (and political) victories in the South At- 
lantic. Her hosts (for their own good political and military 
reasons) had deep reservations about triumphant 
Leaderenes, welcomed her cautiously, suspicious of the mo- 
tives and manner of their guest's raising the touchy question 
of Hongkong. Also, the Falklands affair had taught Mrs 
Thatcher to suspect the advice given her by the officials of the 
Foreign and Commonwealth Office, who proved themselves 
to be “wet” again in her eyes by advocating that she raise the 
matter of Hongkong with an unchallenging kowtow. 

Inevitably, she ignored the diplomats, claiming on arrival 
that the *unequal treaties" which established Hongkong in 


the aftermath of the Opium Wars were valid internationally. 
Inevitably the Chinese responded negatively. No progress 
was made until Mrs Thatcher personally climbed down and in 
a letter to Peking suggested that talks proceed on the assump- 
tion that Hongkong would be handed over. 

The Sino-British Joint Declaration on the future of Hong- 
kong which resulted in September 1984 was a triumph — or 
appeared to be at the time. A departing colonial power had 
actually managed to arrange the handover of territory to a 
Marxist power, while persuading that power to guarantee 
that the capitalist system would be preserved on part of 
China's soil for 50 years after 1997; that the British judicial 
and legal system would remain intact, with a court of final ap- 

eal in Hongkong; that a chief executive, appointed by Pe- 
Eins after election or consultation in Hongkong would be 
"accountable" to an elected legislature; that human rights 
would be guaranteed, including freedom of religion, free- 
dom to travel, freedom of the press and so on; that apart 
from the overall conduct of defence and foreign policy, 
Hongkong would remain highly autonomous, able in its own 
right to maintain menberbip of international and trading 
organisations. 

Mrs Thatcher and her ministers sold this agreement to 
Hongkong on a Hobson's choice, take-it-or-leave-it, basis by 
promising that "in the years immediately ahead" political re- 
forms would implant a strongly representational system of 
government, so that the people of Hongkong would be 
choosing their leaders by the time of the handover. 

During the preceding negotiations the British had been 
ecunpletels outmanoeuvred on the propaganda front. They 
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kept silent, simply repeating parrot-like phrases about “sta- 


HONGKONG " 
bility and prosperity,” while the Chinese leaked items or 


false information whenever it suited them, and launched a tional interests. The press, again according to statements b 
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United Front campaign to win support for the Chinese cause | senior Peking officials, will be similarly free — not to print 
among their Hongkong compatriots. anything which may be held to be contrary to China’s in- 

The British were unable to make public statements refut- terest. In the meantime another senior Peking official has 
ing either the leaks or any of the sometimes outrageous state- stated that it would be inappropriate for the House of Com- 
ments made by senior Chinese officials, because confiden- mons in London to debate the draft Basic Law, for that could- 
tiality had been agreed upon, and any public squabble could | constitute interference in China's internal affairs. E 
have dealt a lethal blow to confidence in Hongkong. 

Tragically the British and Hongkong governments remain | ast year, coinciding with the arrival of the new Gover- 
just as inhibited. Any statement by Peking — and there have | nor, Sir David Wilson, the REVIEW published a cover 
been many — which runs directly counter to either the spirit | feature on Hongkong which was illustrated by a rotten 
or the letter of the Joint Declaration can be depreciated only | apple, infested by worms and headlined “China's Windfall” 
in private, as part of the nine-year programme of trying to | (REVIEW, 16 Apr. '87). The articles drew attention to the 
"educate" Peking in what it takes to run a free economy and | plummeting standards in every area of Hongkong life, both 
a free society. | public and private. Matters have deteriorated further in the 

Meanwhile, London has issued Hongkong British citizens ! vearsince. zy 
with passports which do not confer the right of residence any- | The then distressing tendency of retiring civil servants to- 
where, and which are simply second-rate travel documents. | accept lucrative local appointments, often in jobs in which | 
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The Hongkong Government, meanwhile, is reissuing citi- | their former careers could be of direct and lucrative value, — 
zens with new identity cards which will facilitate the racialist | 
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has blossomed into fact with one senior official actually being | 
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Legislative Council chamber: Houses of Parliament: debate discountenanced. 


basis on which the right to live in post-1997 Hongkong willbe | forbidden to run Hongkong's gaudiest nightclub and the At- 


conferred. torney-General obtaining permission to go into private prac- 
The provisions of the Joint Declaration continue to be | tice. 

eroded. London's promises of political reforms have, under The judiciary has bidden farewell to a chief justice who 

hinese pressure, been broken. This has involved the mani- | was not remarkable for increasing respect for the bench, and 


ulation of “soundings” and surveys of public opinion, at shortly after his belated departure (he had prolonged his stay 
least two-thirds of which is thought by experts to be in favour in order to sail to Britain at public expense on the Canberra), 
of direct elections in 1988. The Secretary General of Gallup | the judge who had decided after a long and expensive trial 
International, Norman Webb, who was asked by the | that those accused of conspiracy in the Carrian case had no 
REVIEW to examine the government-sponsored surveys of | case to answer resigned. m 
opinion on representative government, found them to be "in- | Respect for local legislators, who had energetically | . 
adequate" and "deeply flawed." This manipulation has been | pleaded Hongkong's case both in London and Peking, 
accomplished with a cynicism breathtaking further declined when they debated the 
even by the standards of British colonial his- White Paper which obediently follows Pe- 
tory. king's wishes in putting off even minimal 

It now appears that the "elected" legisla- direct elections to the Legco until 1991. An 


ture promised in the Joint Declaration will Diplomacy 52 | overwhelming majority of these largely ap- 
be voted in much as Peking's Central Com- Politics 54 pointed “representatives” called for an end 
Basic Law 57 to the debate about the future and for con- 


The Economy 63 


mittee votes in its politburo; reforms — in 
the shape of limited elections to the Legisla- 


sensus and unity around an undefined con- 
tive Council (Legco) — will have to wait 


fidence in the future which, in translation, 


until 1991, when it appears certain they will Emigration 66 meant an unquestioning trust in them- 
have to be in accordance (or "converge") Investment 74 selves, in the Hongkong Government, in 
with the Basic Law covering Hongkong, the Society 79 London and Peking. Chief Secretary Sir 
final form of which will be enshrined in The Governor 81 David Ford stated: "When the point of 


China's Constitution. The findings of the The Law 82 decision comes, in any democratic society, 
court of final appeal in Hongkong will, it Bankin the view of the majority must be accept- 
has been stated, be subject to review by Pe- ái its PM ed and respected. I suggest that the 
king should they impinge on China's na- NADIE MEE time has come." By this he apparently 









meant that Hongkong had come to a democratic, majority 
decision. 

Standards in the private sector continue to decline, with 
more bankrupt banks being rescued by public funds, with 
. more obviously crooked businessmen being allowed to get 
away with sheer chicanery, with more businessmen accused 
. of wrongdoing, and some of the slipperiest customers evad- 
ing justice by simply skipping their bail. 

The doubts the “Rotten Apple” feature expressed about 
the manner in which the Hongkong stock exchange was run 
came home to roost like a flock of vultures with the October 
1987 crash of stockmarkets, when the Hongkong market sim- 
ply closed its doors for four days. Belatedly, those responsi- 

_ ble were pushed aside to make way for expensive advisers 
who, equally belatedly, are due to propose new regulations 
and to restore the market's international credibility. The 
episode also served to underline the increasing tentativeness 
with which the Hongkong Government is administering the 
city of Hongkong, apart from the fact that no one in its ranks 
appears to understand what a stockmarket is. 

Hopes that Hongkong will survive and prosper beyond 
the trauma of 1997 can no longer be placed in London which, 
together with its colonial government in Hongkong, appear 
intent on achieving a smooth handover at almost any cost to 
the people of Hongkong. Incredibly, Mrs Thatcher (who re- 
fuses to receive the exiled Tibetan leader, the Dalai Lama, 
and sees nothing in the Tibet situation which should affect 
the Sino-British relationship) has agreed to visit China again. 
The old priorities appear to have been reinstated: Hong- 
kong, one of the world’s great cities which in many ways is the 
most Thatcherite city of all, is once again being relegated in 
London's eyes to its former role — an anachronistic piece of 
colonial grit which could complicate the major relationship 
between China and Britain (and thus decrease the large pur- 
chases of British goods and equipment which London fondly 
and vainly hopes for). This is Foreign Office advice. The 
tragedy is that the diplomats were wrong on the Falklands, 
were right about Hongkong before Mrs Thatcher's first trip 
and are very wrong about Hongkong (and about the market 


Ear to Peking, 
an eye 
on Whitehall 


By Philip Bowring 
T is an old adage that diplomats are "honest men 








@ sent abroad to lie for their country.” So perhaps it is 
not surprising that diplomat Sir David Wilson's first year 
in office as governor of Hongkong has been preoccupied with 
explaining that words do not actually have the meaning at- 
tached to them when they were first enunciated. If politics is 
the art of the possible and diplomacy the art of dressing up 
_ defeats in the phrases of victory, Sir David has done well. 
Judged however by less mobile criteria and principles, the 
past year has been one of broad, at times noticeably hasty, re- 
treat from the promises of 1984, the year of the Sino-British 
accord on the future of Hongkong, and of a White Paper on 
the development of representative government. Meanwhile, 
standards of public administration have continued to show 
further signs of deterioration as a result of political and more 
dubious pressures. For the short term at least however, much 
disappointment and cynicism has been masked by a buoyant 
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for British goods in China) today. 


They should take a look at 
the trade figures. 

Those in Hongkong's major councils who make the 
speeches calling for an end to discussion, for consensus and 
unity have always had their options to leave should Hong- 
kong falter, The millions who have yet to prosper sufficiently 
to contemplate emigration are adopting the traditional 
Chinese posture in times of trouble — keeping their heads 
down, their necks not stuck out, and their mouths closed. 
They are bending like rice plants or bamboo before the pre- 
vailing wind from the north. 

The real haemorrhage is from the social strata which rep- 
resent Hongkong's greatest success, the middle classes — 
those with education and qualifications, those in middle- 
management, in the middle-ranks of the banks and the trad- 
ing houses and in the civil service itself. It is here that the 
shortage of labour is already hurting. Replacements for those 
leaving for other shores are already hard to find: the news- 
papers are thick with situations vacant ads; a process of 
localisation which should have been pushed harder for the 
past two decades is being belatedly and hurriedly im- 
plemented; more and more foreigners are working on short- 
term contracts, 


resumably China does not wish to take over an empty 


sandwich in nine years’ time — a Hongkong largel 

populated by the less well-paid workers of Hongkong’. 
manufacturing and service industries, and by the rich 
capitalists who are ready at least to give the new regime a trial 
and those foreign firms which still see Hongkong as the best 
channel for doing business with China. But the Hongkong 
sandwich is losing its filling. For many years neither Peking 
nor those who represent it in Hongkong expressed any anxi- 
ety about the exodus: its officials went on making statements 
stressing the extent to which Hongkong will be (and indeed 
is already) under China’s control — statements which could 





PHOTOS; AP | 


s ——Ó—ÓÓ— 





economy, which notched up its second successive year of 
double digit growth. 

The timidity of the British, an almost obessional desire 
not to do anything which might incur China's wrath was best 
illustrated not by any event in Hongkong itself but by the re- 
strictions imposed on a trip by the Dalai Lama to London. 
Even at home, Britain's free speech traditions were to be 
compromised to avert Chinese reaction against any attempt 
by the exiled Tibetan leader to use the visit to plead for inde- 
pendence. Apart from being an embarrassment to Peking, 
Tibet is a living reminder of how threadbare China's prom- 
ises of regional autonomy can be. 

With this attitude in London, it was hardly to be expected 
that a diplomat governor would take a harder stance in de- 
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fence of Hongkong’s interests vis-a-vis Peking. Such was par- 
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not have been better designed to accelerate the departures. 





In many ways Xu Jiatun has encapsulated the gap which 
must be bridged if Hongkong is to survive and prosper as part 
of China. Despite his years here as Peking’s ambassador — in 


a fact as director of the Hongkong branch of Xinhua — he has 





shown little understanding of why and how the city works 
today, and has been personally responsible for several of the 
statements most damaging to confidence in the future. 

If a man who has lived and worked in the city for some 
years can be so obdurate to the learning process, the task 
of educating the mandarins of Peking has seemed indeed 
daunting. 

Recently, however, he gave the first sign of appreciating 
the challenge ahead. He gave an interview to a Chinese 
magazine in which he denounced all that chairman Mao 
Zedong stood for, attacked his own party’s right wingers for 
failing to support China's opening to the outside world, al- 
leged that they were afraid of capitalism (“a great creation of 
human civilisation") because they did not understand it and 
praised Hongkong's middle-classes as a vital elite — the man- 
agers, media people. lawyers, accountants, artists, 
educationalists, scientists and technologists. He acknow- 
ledged that the Hongkong middle-classes nursed a “disbe- 
lief” in the communist party, adding that this was only natu- 


_ ral because some of them had come to Hongkong before the 


iberation of 1949 (he got that wrong: the mistrust is largely 
attributable to China's post-1949 history). He added that 
managers and bosses in Hongkong worked very hard and ad- 
vised them to learn a lesson from the mainland Chinese — 
the habit of taking an afternoon siesta. 

As a statement presumably designed to reassure the mid- 
dle-classes and slow down the exodus, this left a great deal to 
be desired, but it was the first step in the right direction. 

The basic mistrust of Peking’s politics which affects so 
many of the people of Hongkong who watched China indulge 
in the destructive and extremist policies of the 1950s and 


—À 
ve 


came that it should regard largely ceremonial top diplomatic 
posts as more important than the executive governorship of 
Britain's last significant colony and major player in the world 
economy. But Wilson sees himself as a consul — not a pro- 
consul. No wonder either that Wilson's number two, Chief 
Secretary David Ford is not — unlike almost all his predeces- 
SOIS — à career civil servant but an ex-army psychological 
warfare expert whose distinguished service includes late 
1970s Northern Ireland as well as 1967 Hongkong. Their ob- 














1960s is only one of the barriers which the rulers of the 
1997 special administrative region will have to over 
The first is China's innate and historical suspicion 
tonomous entities around its periphery (a traditional attitu 
of a centralist empire which largely animates China's st 
cion of Vietnam today, as it motivates policies towards Tibe 
and the Spratley Islands). There are deep political and cul 
tural chasms to bridge. | 
Nevertheless, the next nine years must be spent attempt 
ing to build those bridges, for both London and the Hong 
kong Government have made it clear that appeals directed to 
them will fall on deaf ears. Neither is interested in the logico 
those doubters who have been dubbed "liberals." In fact, the 
liberals are merely those who refuse to attribute Hongkong's - 
prosperity merely to the investment of capital and to a great 
deal of hard work. They believe Hongkong's success has also - 
been due to its institutions: to what has been by any regional | 
or global standards an efficient and non-interventionist gov 
ernment, to the rule of law and to the very real freedoms 
guaranteed by those institutions — of travel, of worship, of | 
the press. The maintenance of those institutions and of many - 
of the freedoms were spelt out in the Joint Declaration. But 
the apparent certainty of their survival has been dangerously 
eroded during the intervening years. E 
The “liberals” therefore should cease wasting their breath | 
calling on London or the Hongkong Government: their task | - 
now is to convince China that it has a vital economic interest. | - 
in preserving those rights and institutions which helped | 
create the prosperity (never mind that the big capitalists are | 
myopic enough to contemplate their erosion with equanim- | - 
ity). Once upon a time Hongkong prospered while a self-con- 
fident government merely “held the ring" — the framework- 
of the rights and institutions within which capital and labour - 
produced the goods. Now the government's hand on that ring - 
is slipping. No power but China can grasp it. It is thus to. 
China, and to China alone, that the liberals must address 


themselves. That is the core of the Hongkong apple — and 
the core does contain seeds which carry the potential of fu- 
ture growth. 


jective was London's — get to 1997 with as little aggravation | 
with China as possible. E 

In this both China and Britain, but particularly Britain, | - 
have been well-served by the Hongkong acolytes they have 
cultivated over the years. There are those who the British 
promoted to executive and legislative power several years 
ago and who, whatever their private views, are sufficiently 
conscious that past loyalties and future prospects are on the |. 
same side not to argue over the meaning of such words as | 
democracy, liberalism, autonomy, one country two systems. | - 
Whatever their feelings about the outcome, those schooled || 
in autocracy find it hard to break the habit. : 

There are those who simply believe that there is no point - 
in trying to argue with China, of trying to interpret the | - 
phrases of the Joint Declaration according to Western liberal | - 
values. Instead, join the party and try to influence from the | 
inside. qm 
















Peking's line — or overt disadvantage in not doing so; _ 

those for whom the only liberty that matters in Hong- - 
kong is the liberty to make money. They do not see any con- ` 
nection between this and other liberties. And there are those 
whose fixation with today's profits leads them to believe that 
bourgeois liberalism is a faster way to socialism than the 
Chinese Communist Party. 

Then there are those whose views and motives are a mix- 
ture of the above. Against this coalition of interest, money 
power, nationalism, majority sentiment counts for little. 
Naturally, the fast growing professional, managerial and 
entrepreneurial middle class ought to be the promoter of local 


T are those who see financial reward in following . 
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autonomy and liberties. But it is divided between those (led 
by outspoken but hardly rabble-rousing Legislative Council- 
lor Martin Lee) who want to add a degree of democracy to 
colonial liberalism in the hope that democracy will prove the 
most effective barrier to encroachments on liberty. There are 
those who think the fight is futile and believe in accommoda- 
tion at all costs. And there are many whose “political” ac- 
tivities are devoted to securing a financial, family or profes- 
sional future overseas. 

It is hardly surprising that in this political environment ad- 
ministration should be unsure of its ground, more willing to 
bend to political winds than stand on any principles. It has 
been a long time now since colonial administration has ap- 
peared to Britons as a career with a future. So modest time- 
-| servers are now reaping their rewards. Localisation came too 
4 late to give time for discriminating promotions. And many of 
«| the best left for the private sector, or emigrated. Others are 

< confronted with conflicting loyalties where the Hongkong 
Government, China, professional pride, family interest all 
pull in different directions. Meanwhile, expatriates turn ever 
more cynical, whether by doing nothing and washing their 
hands, or by milking the cow before it is too late. 

Faced with this situation is hardly surprising that gross 
abuses are tolerated by the leadership not because they are 
corrupt but because they are too weak to try to do any- 
thing about it. Thus no measures were taken to clean 
up well-known abuses on the stockmarket until after 
the October closure and crash. Thus individuals sit on 
the Legislative and Urban councils who were legally 
responsible for a bank having to be rescued by the gov- 
ernment at large cost to the public funds. Thus 
another legislative councillor whose incompetence led 
to the closure and rescue, at immeasurable cost to 
Hongkong's reputation, of the Futures Exchange, is 
still in his appointed seat. Thus the government is per- 
suaded not to enforce criminal laws because they 
might jeopardise commercial transactions. If the at- 
torney-general and the governor have so little regard 
for principle, it can hardly be expected that lesser civil 
servants do otherwise. As for China, it doubtless will 
draw the conclusion that Hongkong justice is at best 
easily influenced by political considerations and at 
worst the bourgeois, imperialist sham of Lenin/Mao 
demonology. 

The political dimension increasingly impinges on 
business. It has been a commonplace for some time 
that China gets special favours, and likewise do com- 
panies with good links with China (not infrequently bought 
with plain old fashioned bribes). Sometimes it is difficult to 
separate the financial from the political. At others the politi- 
.] calis obvious — for example, a recent decision to reverse a 
.j policy on TV broadcasting which puts into question many as- 

sumptions about Hongkong's free market. 

In short, all kinds of dishonest practice have been perpet- 
rated under the smokescreen of a buoyant economy — a 
buoyancy which owes far more to Hongkong's traditional 

=| free market links to OECD countries than to Peking or else- 

-j. where — important though the growth of China trade and 
trans-border manufacturing has been to recent economic 
growth. Hongkong's problem is not today. It is that its suc- 
cess is effect rather than cause of economic and political 
liberalism at home. Or, in other terms, a society whose 
spokesmen reject Vietnamese refugees but themselves ex- 
pect to be welcomed with open arms in Canada, Australia 
and the US. 

The future is clouded — as reflected in double digit prop- 
erty yields at a time of record low interest rates. But the sav- 
ing grace remains that Hongkong people will make the best 

| of every opportunity. On the political front, that means 

— forgetting London and concentrating efforts on trying to get 
across to Peking an understanding of the bourgeois liberal 
values which Hongkong has acquired. R 

















China’s Ji: voting no. 
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China derails 
‘through train’ 
reform plans 


iven that London has been bending over backwards to 
accommodate the wishes of Peking, many would ex- | 
i 





pect that Sino-British relations were on an even keel. 
That is not the case. Chinese officials have always been suspi- 
cious of British intentions over Hongkong, worried that the 
British might steal all the money from the colony and just 
leave behind an empty shell. They are also wary of the British 
trying to plant pro-London elements in the future special ad- 
ministrative region (SAR) government so that they can pro- 
tect British interests after 1997. 
After three years of coaxing, education and cooperation 
with the Chinese since the signing of the Sino-British Join 
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Declaration on the future of Hongkong in 1984, some Hong 
kong officials thought some of China's hostility and mistrus. 
might have dissipated. They received a nasty shock last De- 
cember when the Director of the Hongkong and Macau Af- 
fairs Office under the State Council, Ji Pengfei, told the Basic 
Law Drafting Committee (BLDC) in Canton that China did 
not trust Britain. Ji is the chairman of the BLDC, a 58-mem- 
ber body appointed by Peking to draft a mini constitution for 
the SAR. Twenty-three BLDC members are from Hong- 
kong, the rest from the mainland. | 

Ji told BLDC members that the first SAR Chief Execu- 
tive, the equivalent of the present governor, cannot be 
elected because China did not believe Britain would carry 
out the election fairly. He said so long as Hongkong was 
under British rule, there was no way it could have elections. 

Suspicion of a sinister British plot has been conveniently 
used by Peking as an excuse for blocking democratic reforms 
in Hongkong such as the introduction of a small element of 
directly elected seats to the Legislative Council (Legco, the 
lawmaking-advisory body) in 1988. In short, the Chinese 
have argued that no major reforms should be made during 
the transition period until the promulgation of the Basic Law 
in 1990 by the National People's Congress. 

The mistrust also explains why China refused to accept 
the so-called "through train" approach for the transition 
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from British to Chinese rule. 
This was an idea proposed by 
a group of professionals and 
businessmen within the Basic 
Law Consultative Commit- 
tee (BLCC — a 180-member 
body set up by Peking to col- 
lect public opinion on the 
Basic Law in Hongkong). 
Under this concept, all the 
people in government before 
1997 will continue to serve 
after 1997 without any mas- 
sive change in personnel. 
Hongkong officials have ar- 
gued that was necessary to 
ensure a smooth transition 
and to retain confidence. 

The "through train" idea 
was also supported by Maria 
Tam, a BLDC Hongkong 
member and a member of the 
Executive and Legislative councils. The government- 
appointed Executive Council (Exco) is the colony’s highest 
"olicymaking body. Tam is seen as quasi-representative of 

ritish views on the BLDC. 

The "through train" concept was rejected by the Chinese, 
who maintained that substantial changes would have to take 
place during the handover to signify Chinese sovereignty. 
They simply could not rubber stamp whatever had been pre- 
pared by the British, the Chinese said. 

In a new attempt to get Peking to accept the "through 
train" approach, Tam has floated the idea of getting Exco 
and Legco members and Hongkong officials to swear dual al- 
legiance to both Britain and China in the run-up to 1997. A 
senior Hongkong Government official said that was a way of 
winning China's confidence in the people holding positions 
of power in Hongkong before 1997. He added that complica- 
tions would arise only if Britain and China had a row. 

Chinese suspicion has also been aroused by Britain's indi- 
cation that it would like to see an early phased withdrawal of 
British troops and the desire to set up the court of final appeal 
in Hongkong in the early 1990s. 

According to the joint declaration, the People's Liber- 
ation Army will be stationed in the SAR “for the purpose 
of defence” and will not interfere in internal affairs. The 
British have indicated that they would like to begin an 
early phased withdrawal of British troops, partly to lower 
defence costs, 75% of which are borne by Hongkong. The 

hinese see the British military presence as a sign of Bri- 
tish commitment and are reluctant to let them go too soon. 

On the question of the court of final appeal, the joint dec- 
laration said the power of 
final judgment shall be vested 
in the court of final appeal in 
the SAR. At present Hong- 
kong’s court of final appeal is 
the Privy Council in London. 

Just before his retirement 
in March, former chief justice 
sir Denys Roberts said the 
court of final appeal would be 
set up in Hongkong in 1992. 
The Chinese are reported to 
have had reservations about 
this and to have wanted to dis- 
cuss it in detail in the Sino- 
British Joint Liaison Group 
(JLG). a diplomatic body set 
up to liaise and consult on the 
implementation of the joint 
declaration. A source close to 
Peking said the Chinese were 
suspicious of British inten- 
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Joint Declaration signing: interpretation problems. - 
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tions and when London « 
Hongkong proposed am 
thing the Chinese had not 
heard of or considered, their 
first reaction was to reject. -~ 

On a more positive note, 
the JLG has made progress in 
a number of areas, such as 
Hongkong's independent. 
membership in the General 
Agreement on Tariff and 
Trade, on Hongkong's ability 
to negotiate its own air-ser- 
vices agreements and the es- 
tablishment of its own ship- - 
ping register. ^ 
Although China mistrusts . 


want to see the Hongkong < 
Government reduced to a. 
lame-duck administration, since that would have serious im- ^ 
plications for maintaining the prosperity and stability of the 
colony during the transition period. 


This was evidenced during the past year's debate on politi- ` D 
cal reforms, in which the government's credibility and integ- | 


rity were seriously challenged. The Chinese attitude to the 
Hongkong Government's white paper on representative gov- 
ernment, published on 10 February, was reflected in an 
editorial in the local communist Wen Wei Po. The white 
paper postponed the introduction of a small number of di- 
rectly elected seats to Legco until 1991. 

An editorial in the newspaper on 11 February said the 


white paper was a balanced and fair conclusion to the debates | 


in recent years and also reflected the spirit of the joint decla- 
ration. The situation was now clear, the editorial said, and it 
was hoped that all parties involved would seek consensus and 
make joint efforts to build Hongkong's future. 

Peking's mistrust of the British Government and of the 
Hongkong people is one of the reasons behind the rising ac- 
tivities of the Chinese Communist Party (CCP) United Front 
and of CCP participation in the District Board elections held 
on 10 March. According to Chairman Mao Zedong, the 
CCP's three principal weapons are the United Front, the Red 
Army and Marxism-Leninism. 


n resolving the Hongkong problem, only the United 
Front was required. The early stage of the United Front 
was concentrated on reducing the hostility of Hongkong 
people towards the CCP. With the signing of the joint decla- 
ration, many Hongkong people felt it was pointless to resist 
the Chinese. A prominent 
Hongkong professional who 
is also a BLDC member once 
told his colleagues: *If we are 
going to be raped, we might 
as well lie back and enjoy it.” 
Such thinking typifies the 
pragmatic and fatalistic at- 
titude of some Hongkong 
people, who are not confi- 
dent about the long-term fu- 
ture but who have decided to 
go along with the Chinese in 
order to reap whatever bene- 
fits they can while the go- 
ing is good. ] 
Once the hostility barrier — 
has been removed, the United = 
Front proceeds to win friend: 
and influence people. In the 
past few years, Chinese in 
ence has permeated almos 



















British intentions, it does note 




















every sector of the community: business, labour, religion, 
government, finance, education, sports, arts and culture. 

In the next phase of the United Front, the Chinese have 
also become less tolerant of dissenting views. Those who 
choose to be on their side must toe the party line. One serious 
implication of the United Front tactics is that they tend to re- 
duce supporters to mere mouthpieces of Peking and thus 
| damage the freedom of expression. The ultimate objective of 
j| the United Front is to disarm and neutralise enemies so they 
do not put up resistance to the party. 

In the past few years, officials of Peking's chief represen- 

:j tative office in Hongkong, the Xinhua newsagency, have 
>| been extremely active in the community. Staff from different 
:| departments have well-defined duties for liaising with peo- 
| ple from different sectors, such as professionals, business- 
.j men and industrialists, pressure groups, trade unionists, 
^| academics, news media, religious groups, students, and en- 
tertainers. 

In September 1985, exactly one vear after the initialling of 
the joint declaration, Xinhua opened three offices on Hong- 
kong Island, Kowloon and the New Territories. Since then, 
Xinhua staff have been deeply pre- occupied with socialising 
and haising with politicians and community leaders within 
their districts, many of EE 
whom are flattered and over- 
whelmed by the attention. 

The Chinese officials’ 
high profile and busy 
schedules have posed a 
strong challenge to the 
Hongkong | Government's 
district. officers, whose pri- 
mary responsibility is to or- 
ganise and monitor com- 
munitv politics. The frenzied 
activities of the Xinhua offi- 
cials, who turn up at social 
functions big or small, have 
alarmed Hongkong officials, 
who described them as “elec- 
tioneering." 

A Hongkong official 
source said the government 
would not publicly counter 
the communist mobilisation 
because that would create a 
confrontation, which would frighten the public and adversely 
affect prosperity and stability. It is common knowledge, 
.] though seldom publicly admitted, that the communists have 
|. infiltrated many organisations, putting their people in posi- 
tions of influence. 





been the work of the Special Branch within the Royal 
Hongkong Police. Recently there were reports that 
[| the Special Branch would be disbanded and some of its offi- 
-| cers would have to be sent abroad because they were in- 
«|. volved in espionage activities and it would be dangerous to 
| have their identities revealed. However, a government 
<f source said that monitoring of communist activities would 
not cease, but would be transferred to another department. 

The political mobilisation of the CCP reached a climax 
during the March District Board elections, in which the CCP 
fielded about 100 candidates, at least half of whom were 
hardline supporters and others were sympathisers. In many 
cases, the pro-communist backgrounds were camouflaged, 
and the candidates stressed their credentials as local resi- 
dents who wanted to serve the community. Only in rural 
areas of Hongkong's New Territories did some candidates 
publicly admit to being linked with China. Some of these can- 
didates were supported by the staff of China-based com- 
panies, who campaigned hard on their behalf. 


M» the activities of the communists has 
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Because many pro- -communist se candiaates ET hid 
their background, it was difficult to ascertain how well they 
did in the polls. One academic said about a third of the com- 
munist candidates had been returned. A number of candi- 
dates with outright pro-communist backgrounds, such as 
managers of local Chinese banks, were defeated. 

However, a Hongkong Government source insisted the 
communists had done well but would not give any figures. 
The source said the communists did not compete in every 
constituency, and put up candidates only in districts in which 
they thought they would do well. “They consolidated gains 
made since the elections in 1985 and made further advances 
in the New Territories and in some urban districts, such as 
Wong Tai Sin and Kwun Tong. In the latter, they have done 
spectacularly well,” the source said. 

The source conceded the CCP had by no means swept the 
board but has created a strong polarisation vis-à-vis the pres- 
sure groups, which are loosely labelled the pro-democracy 
lobby. The source said the CCP was proving a strong chal- 
lenge to the pro-democracy camp, which also fielded about 
100 candidates in the elections. 

The motive for the CCP participation was defensive and 
there was no intention of seizing power, the source said. 
However, the more politicised Hongkong became, the more 
the CCP would be involved. He said it was "misguided" for 

vui some political organisation 

such as Meeting Point to 
"welcome" the pro-Peking 
candidates' participation in 
the electoral process because 
if many such people got into 
positions of power, Hong- 
kong could only rely on the 
communists? self-restraint 
not to use that power. 

The source observed that 
laiwan's ruling party, the 
Kuomintang (KMT), had 
also been deeply involved in 
the elections by suporting 
many candidates fielded by 
the pro-democracy lobby. 
He said the public was no 
longer enthusiastic about the 
KMT's message of counter- 
ing communism and the 
KMT had little financial sup- 





— À port to offer. Instead it had 
urged its supporters and sympathisers to support the pro- 
democracy candidates. The KMT is known to be a de 
moralised and disorganised force, but the source insisted thar 
it had participated significantly in the elections and had given 
the communists a run for their money. 

Such analysis is consistent with the government's line that 
open elections provide the best route for communists to enter 
the political system. Now that the course had been set, the 
source said, more communist participation was expected i in 
next year's Urban Council elections and in the direct elec- 
tions to Legco in 1991. 

Apart from contesting local elections, the United Front 
has also stepped up its efforts to co-opt Hongkong people 
into the ranks. A number of prominent local people from dif- 
ferent sectors of the community have been appointed to the 
National People's Congress and Chinese People's Political 
Consultative Conference. Such recognition has come to re- 
place the sought- -after British honours and is seen as a sign of 
Chinese recognition and patronage. 

There is no telling how the United Front tactics and the 
CCP participation in local elections will transform the nature 
of the Hongkong community, but they have already raised 
serious questions about China's sincerity in allowing Hong- 
kong to have a separate existence under the concept of “one 
country, two systems" and whether Hongkong people will be 
allowed to administer the territory after 1997. Oo 
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on degree 


O 
autonomy 


Ma first draft of the Basic Law, a mini constitution for the 


MÀ 


| Hongkong Special Administrative Region (SAR), will 
~ W be published by Peking in May, outlining the Chinese 
| Government'sthinking on how it intends to administer Hong- 

kong after 1997, when the British colony reverts to Chinese . 

sovereignty. Publication will be followed by a five-month 

consultation period. A final draft will be approved and prom- 

. | ulgated by the National People's Congress (NPC) in 1990. 
|... After more than two years of drafting, substantial details 
of the Basic Law have emerged, and they do not appear con- 
 ducive to fostering the “high degree of autonomy" promised 
i inthe Sino-British Joint Declaration on the future of Hong- 
ong. Itis also doubtful whether Hongkong will be able to re- 
- din its freedoms, rule of law and current lifestyle after 1997. 
However, there are signs that the British Foreign Office and 
the Hongkong Government, which have been following the 
drafting process, are generally happy with the provisions and 
may not seek many amendments. 

Of all the sections in the Basic Law, the political system 
has aroused the deepest controversy. A senior Hongkong 
Government source told the REVIEW that he believed the 
Chinese Government would honour in full all the provisions 
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of the joint declaration, except the section on the structure < 
the government. There, he said, the Chinese would alway 
retain full control. ME | 













Proposals on the political structure suggest that Pe 
wants the existing colonial government structure prese 
intact as much as possible. After 1997, instead of having 
governor appointed by and accountable to London, the 
executive will be appointed by and accountable to Pekin 
The chief executive will be advised by the equiva 
of the Executive Council (Exco), the present hig 
policymaking body, with all the members appointed by t 
chief executive. The legislature will have advisory function 
similar to that of the Legislative Council (Legco), th 
making advisory body. All laws passed by the SAR legisla 
ture will not come into effect until they aresigned by the chie 
executive. WE TN MTS 
On the composition of the legislature, it looks likely tha 
at most 25% would be directly elected. The rest would be 
elected by functional constituencies and a grand electora 
college of several hundred people. MEE OH 
In March, visiting British members of parliament said the 
Basic Law should be debated in parliament to ensure thatit | 
complies with the joint declaration. The Chinese reacted | . 
negatively, saying the Basic Law was a Chinese matter and it Dc 
would be inappropriate for parliament to debate it. They | - 
even suggested that it should not be debated in Legco, but | 
Legco members and MPs have continued to argue that the | 
Basic Law should be debated. Nevertheless, if the British | 
Government is determined not to confront the Chinese on. iE 
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possible deviations from the joint declaration, it is doubtful 
what the debates can achieve. 

On 11 March, parliament held a debate on whether to de- 
bate the Basic Law. Labour MP John Marek expressed grave 
-concern over proposals for the SAR political system. He said 
- the options for the selection of the legislation — providing for 
at most 50% directly elected members — did not satisfy his 
interpretation of the joint declaration, which implied that 
Hongkong people must have “a not too unbalanced say in its 
composition." 

! “I do not believe that it satisfies the joint declaration to 
have 25% directly elected. Fifty per cent have to be elected 
by functional constituencies . . . One million or 2 million 





^i people may have one seat in a functional constituency and a 


few hundred accountants or doctors another seat," said 
Marek. "That would not be accepted by the British people or 


^| by the people in any democracy in the world. There is no 


logic in saying that the people of Hongkong are different and 
that their idea of democracy is not the same as ours." 

He also criticised the lack of checks and balances on the 
relationship between the executive and the legislature. He 
said the joint declaration stated 
clearly that the executive shall be 
accountable to the legislature, "and 
I have yet to see any power that will 
give any accountability to the legis- 
lature." 

The draft provisions said the 
legislature could debate any issue 
relating to the public interest. 
Marek said: "Anyone can debate, 
but in a democracy we must be able 
to decide at the end of the day." He 
maintained that the legislature 
would be “toothless” in relation to 
taxation, government expenditure 
and any matter relating to govern- 
ment policies because bills in these 
areas would require the prior writ- 
ten approval of the chief executive. 
Marek also criticised the lack of 
provision for the legislature to alter 
and refuse to pass budgets and final 
accounts as proposed by the execu- 
tive. 

Another contentious area is the 
formation of the first SAR government. It has been proposed 
in the draft Basic Law that the formation of the first SAR 
government should be different from subsequent govern- 
ments, because of the difficulty in conducting elections under 
British colonial rule. Instead the Chinese have suggested that 
a preparatory committee should be set up in the mid-1990s to 
form the first SAR government. This raises the spectre of the 
preparatory committee becoming a shadow government, un- 
dermining the authority of the colonial administration. 


nother area of concern is the question of human rights, 

an issue close to the hearts of many Hongkong people. 

Lawvers pointed out that the draft provisions have 

failed to fulfil the promise in the joint declaration that the 

rights and freedoms of SAR residents will be ensured by law 

and that the provisions of the two international covenants on 
human rights shall remain in force. 

Hongkong University law lecturer Nihal Jayawickrama 
said the Basic Law Drafting Committee, a 58-member 
body appointed by Peking to draft the Basic Law, did not 
choose to adopt the provisions in the Universal Declaration 
of Human Rights, and instead had created a new structure of 
rights based on the Chinese constitution. The result, he said, 
was a draft which neither entrenched human rights and free- 
doms, nor kept faith with the guarantee contained in the joint 
declaration of "one country, two systems." 














He said there were serious omissions from the draft provi- 
sions, such as the right to life, freedom from torture or 
cruelty and freedom from forced or compulsory labour. 
Further, many essential attributes of the rights included in 
the draft have been omitted. For example, while the draft 
provides for freedom of speech and freedom of the press, 
there is no provision for the freedom to seek and receive in- 
formation and ideas of all kinds. | 

Lawyers have also expressed strong reservations on the 
draft provisions which give the NPC the power to interpret 
and amend the Basic Law. They warn that the effect of such 
an arrangement will seriously undermine the concept of an 
independent judiciary and the right of final adjudication, 
which will be vested in Hongkong, because the final court is 
bound to adopt Peking's interpretation of the Basic Law. 

Ihe joint declaration states that the SAR may invite 
judges from other common law jurisdictions to sit in the SAR 
courts. But this stipulation has been rendered almost mean- 
ingless because the Chinese have declared that there shall 
only be one authentic text of the Basic Law and that will be in 
Chinese. This not only affects the interpretation of the Basic 
Law by such judges, but also the use of precedents from other 
common law jurisdictions, the use of the English language in 





bad 
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the courts and the continuance of the common law principles 
of interpretation of statutes. 

Draft provisions on the economy have been described by 
financial analysts as "unnecessary, confusing and positively 
harmful" and have pre-empted the SAR government's free- 
dom to make pragmatic economic policy decisions. On the 
budget, the draft said there should be a policy of a basic ba- 
lance between income and expenditure. It also stipulates that 
the rate of increase of income and expenditure in the SAR 
budget shall not exceed the growth of GDP. Such provisions 
have been criticised as taking away the financial secretary's 
ability to stimulate or dampen overall economic growth by 
budgetary planning, and the freedom to manage the econ- 
omy by using public-sector spending to counter cyclicality in 
the private sector. 

These are but a few criticisms of the draft Basic Law, 
which is an extremely complex and dry document. It is un- 
likely that many Hongkong people will scrutinise it and make 
suggestions to Peking. Given that the British and Hongkong 
governments will not confront Peking on behalf of Hong- 
kong. the task of ensuring an acceptable Basic Law will fall 
upon the pro-democracy lobby. Still smarting from the de- 
feat of the so-called consultation on the development of 
representative government, the democracy camp must 
quickly consolidate and come up with better tactics and more 
resources to fight this battle. — Emily Lau 
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Doing business overseas can put you at a bit of a disadvantage, particularly after a long 


flight. Even a spot of business entertaining on unfamiliar territory can seem stressful, Which is why 
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Household refuse incineration plant, supplied 


on a turnkey basis by Deutsche Babcock 
Aniagen AG 





The waste and refuse produced 
on the densely populated island 
of Singapore takes up a lot of 
room which can be better used in 
the creation of jobs, for dwellings 
or for recreation facilities. 

Another problem is the country's 
rapidly growing energy require- 
ments, for which there are no local 
resources of conventional fuel. 


However, the waste incineration 
plants we have developed with 
their roller grate stokers have 
gone a long way to solving both 
problems: Waste and refuse are 
converted into ash and scrap with 
hardly more than one tenth the 
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original volume. At the same time 
the incineration process 1s 
harnessed so that the calorific 


energy contained in the 
combustible waste is efficiently 
converted into electricity ~vit- 


tually cost-free, Just one example . 
of our environmental engineering. 


capability. 

Babcock is worth looking into - 
why don't you ask for some more 
detailed information? 


Deutsche Babcock AG 
Postfach 1003 47 
D-4200 Oberhausen 
Fed. Rep. of Germany 
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; .|. been the price of this success. An artificially low Hongkong 


By Christopher Marchand 


enjoyed one of the greatest boom years of its history. 
Even by the standards of Hongkong's boom and bust 
cycles, the year was exceptional. GDP grew 13.6% at con- 
stant prices to HK$227.2 billion (US$29 billion), bringing the 
real growth rate in the past two years to 2576. Total ES 
the vehicle of economic growth in Hongkong, soared 33% 

Re-exports (mostly to China) showed an immense 46% gain. 
Unfortunately, inflation and capacity constraints have 


D espite October's stockmarket crash, Hongkong in 1987 


o : lar helps spur the export boom, but 


"averaged 5.5% in 1987, but the trend 
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so boosts the inflation rate. Inflation 


was firmly upward. The year-on-year 
rate at the start of 1987 was 4.4%, but 
reached 7.3% by year-end. Financial 
Secretary Piers Jacobs forecast average 
inflation of 7% in 1988, but most 
stockbroking analysts expect inflation 
to be 9% or more. 

Even so, Hongkong appears set for 
another year of solid economic growth. 
Jacobs projects 5% in 1988, but freely 
admits that government forecasts are 
conservative. Originally, the govern- 
ment forecast 5% real economic growth 
in 1987, a figure which proved to be un- 
derstated by some 63% in the wake of 
Hongkong’s surging export boom. Most 
stockmarket analysts predict real eco- 
nomic growth this year of around 7%, 
and a corporate profit rise of some 20%. 
Corporate profit in 1987 should show a 
35% gain. 

So, from an economic perspective, 
e stockmarket meltdown last October 
seemed decidedly premature. The 
Hang Seng Index fell 9% over the year 
to 2,302. having plunged during the 
crash by 50% from its peak. Of course, 
the slide started not in Hongkong but on 
Wall Street, and had more to do with 
programme trading, US indebtedness 
and the US Federal Reserve’s tight 
monetary policy. But the quintessen- 
tially open nature of Hongkong’s econ- 
omy meant that the territory could hardly hope to escape a 
global stockmarket crash. It was doubly unfortunate that the 
fall exposed gaping deficiences in the regulation and supervi- 
sion of Hongkong capital markets. 

Still, the crash does portend, an inevitable slowdown in 
world economic growth. Hongkong can hardly hope to be 
unscathed, but that may not be a bad thing. Increasingly, the 
economy has run into capacity problems, of which a severe 
labour shortage and high inflation are the most visible mani- 
festations. 

In the 2 March budget, J acobs was thus constrained from 
more pump-priming measures, for which he undoubtedly 
had fiscal scope. Instead, budget surpluses are far greater 
than forecast, and the government's reserves carry on their 
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climb to record levels — a sign of an wadervaluede curren 


- HONGKONG: 






By the end of 1988, these will have reached HK$46 billion 
roughly triple the 1985 level. To try to hide this embarras: 
ment of riches, the government has had to resort to elaborate 
reserve-fund accounting. : 
Of course, the Hongkong economy s open nature, and the 
government’s limited role in the territory's economic life, do 
not give the government many tools for macro- -economic 
manoeuvre. The revenue base also remains very narro 
based. Just one in five economically active people in Hon; 
kong pay tax, while some 3% of the working population con-. 
tributes 75% of salaries tax. The budget did not use the 
chance to broaden the base of the government's revenue 
Nor did the budget abolish withholdin: | n interest i 
Hongkong dollar-denominated debt inst Banke 
have long called for this reform, arguing that’ 
hinders Hongkong's competitiveness as a w 
centre. "E 
Whatever the demerits of government policy | 
reality is that Hongkong's economic health is ¢ 
events beyond the territory's borders. By far them 
influence is the state of US consumer demand, a 
year exceptionally hard to 
The government’s inability. 
to judge the speed with whic 
kong exporters could surmount a 
ent capacity limits, and increase outpu 
to capitalise on the export boom, WE 
the major factor behind last year's woe 
fully understated economic growth fore- 
cast. A shrewd assessor of US consumer | 
patterns this year would need a sound — 
grasp of the intricacies facing the US - 
Federal Reserve in tightening or easing — 
credit. V Ps not even the chairman o 




































strategy fari in i : 

Increasingly, though, it abies 
US consumer demand wills 
this year. The stronger 
demand is, the better 





will bi Hong- | 
kong's economic growth 1. Expo! : 
electronics goods have been notably | 
buoyant. The government. projects | 
growth in domestic exports to the US of 
2.596 this year, as compared with 1396 
in 1987. Many analysts say that a higher 
figure could easily be achieved, leading 
to stronger economic growth; but ana- 
lysts caution that another year of double 
digit GDP growth will result in double 
digit inflation. 

Hongkong is also diversifying its ex- 
ports away from the US. Domestic ex- 
port growth to the US was 13% in 1987, 
but 52% to China, 41% to Japan, 27% 
to Germany, 43% to the Nether fands 
mEvewTABLEby Rey Hs and France, 27% to the UK, and 38% to 
Singapore. The US took 37% of Hongkong's exports last year. 
as compared with 40% to 45% in the 1970s and early 1980s. 

Supporters of strong economic growth this vear stress a 
series of factors. The real economy of goods and services has 
been largely unscathed by the stockmarket crash. Hongkong 
has divérifie ed exports and improved its competitiveness, as 
local manufacturers relocate production in lower cost China. 
Quotas under the Multi Fibre Arrangement with the US re. 
strict the ability of rivals to wrest market share from Hong- 
kong. 

Stockbrokers Hoare Govett suggest that the pattern o! 
US consumption demand could shift more towards "value fo: 
money" products and services. "In this respect, it could be ar- 
gued that Hongkong, with its concentration on low valuc- 
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added goods in its export mix is advantaged at a time when 
discretionary spending is under pressure,” the report says. 

Handsome profit margins should also enable industry to 
absorb price cuts in order to preserve market share. And 
domestic demand will strengthen, taking up slack and play- 
ing an increasingly more important role in the total economy. 
Last year, domestic demand made up 43% of total demand. 

But Hongkong trade remains crucially dependent on US 
demand. Protectionist measures could still be adopted — de- 
spite the poor electoral showing of the Democratic Party’s 
protectionist candidate Richard Gephardt in the US presi- 
dential primaries. More important, it seems unlikely that US 
overconsumption, which fuelled its import boom, can last 
much longer. The new president will have to tackle the fed- 
eral deficit, if the US dollar's weakness is not to dev elop into 
a horrific crisis. 

Consumer-goods exports (excluding cars) accounted for 
45% of the US trade deficit in 1987. So, if the US is to close its 
trade gap. a radical decline in the consumer-goods deficit is 
inevitable. The effects should begin in 1989, as the business 
cycle continues to slow and the new president acts to reduce 
the federal deficit, 

Hongkong, as an exporter of consumer goods to the US, 
could find itself hurt. The government's 1988 economic pros- 
pects document notes that a slowdown in domestic export 
growth “is likely to have a fairly prompt adverse impact on 
domestic demand, including both consumption and invest- 
ment demand.” A 2.5% decline in domestic exports in 1982 
saw growth in domestic demand slump from 8.7% to 2.6%, 
the report says. Until Hongkong cuts its export exposure to 
the US by considerably more than the current 37%, a high 
degree of economic volatility will be built into Hongkong’s 
economic structure. 

Still, one must not underestimate the resilience of Hong- 
kong exporters. Structurally, too, a major new trading zone, 
and one far less influenced by the US market, is developing in 
the Far East. Hongkong is certain to play a major role in this 
zone, while its location as a gateway to China should give it 
considerable advantage. Domestic demand may become less 
dependent on an external stimulus. Nor should one ignore 











































REVIEW TABLE by Ricky Hut 








THE VISIBLE AND INVISIBLE 
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the effect of Hongkong companies’ ever greater investment 
off-shore. This will boost corporate profit when domestic 
growth is slower. 

The contribution of off-shore investment and services in- 
come is reflected in the current account, but the government 
does not keep official statistics. However, the surplus on visi- 
ble and invisible trade shows exceptionally healthy growth, 
rising in 1987 from HK$13.7 billion to a record HK$19.3 bil- 
lion, more than 575 of GDP. Official forecasts suggest a 1988 
surplus in excess of 1987. 

The result has been an enormous inflow of liquidity into 
Hongkong. This has been crucial in keeping interest rates 
low, stimulating economic activity and pushing up stockmar- 
ket prices by some 120% between July 1986 and October 
1987. Since the crash, continued liquidity has kept property 
prices stable. Interest rates continue to be relatively low, so 
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| , Hongkong Venture Capital As- 
" IP sociation (HVCA) was established 
dn December 1987 on an initiative by the 
. Hongkong Association of Banks. The 
-HVCA aims to publicise the greater 


-tunities in Hongkong. HVCA chairman 
< Victor Fung of Prudential Asia says the 
: body plans an educational programme 
_ to promote the advantages of venture 
capital in Hongkong. Some 27 com- 
- “panies became initial members. 
. Fung says that venture capital could 
: play an important role in helping com- 
panies modernise technologically. The 
-issue of upgrading Hongkong com- 
. panies’ technological capability is one 
which increasingly concerns the gov- 
ernment. It plans to set aside land for a 
third industrial park to develop high 
technology companies. A possible sci- 
ence park is also mooted. 
| As a general strategy, venture capi- 
— talis expected to concentrate on invest- 
^ ing in light industry and consumer 
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wai Chung: new terminals soon. 
fuelling domestic demand. Home purchases continue at rec- 
ord levels, aided by cheap credit and rising real disposable in- 
come in Hongkong s present environment of full employment. 

Political factors apart. plentiful liquidity, a better balance 
between supply and demand and sound m 
companies of their balance-sheets are crucial in e 
why Hongkong will avoid an economic downturn even re- 
motely comparable to 1982-84. 

The government has also had considerable success in at- 
tracting private-sector capital into Hongkong's infrastruc- 
tural development. The HK$3 billion eastern harbour cross- 
ing and the Kwai Chung container terminal six are due to be 
completed in 1989. This year, contracts should be awarded to 
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Longer term, the resu 
tor of expensive import 
ynsumption and full emp! 
courage savings and vali 
longer term competitivene 
terest rates may foster à. 
could lead to an endemic visibl 
ment's forecast trade deficit this year is HK$06 bil lion — 
County NatWest thinks it could run as high as HK$9 billion. 
Should the invisibles account ever deteriorate, and the out- 
flow on the capital account rise, a severe balance-of-payments 
crisis could develop in Hongkong in the 1990s. Such strong 
reliance on the invisibles account would hardly provide the 
"stability" that the Hongkong Government wants. 
Hongkong already has the highest inflation of any econ- 
omy in the region. Only the fact that some 30% of Hong- 
kong's imports come from China — whose currency, the ren- 
minbi, is also pegged to the US dollar, so moving in tandem 
with the Hongkong dollar — - has prevented inflation rising 
even more sharply. 
Possibly, to preserve stability. 








the Hongkong dollar 


of domestic demand which | 
: trade deficit. The govern- - 



























the private sector for the Hunghom Bay reclamation, the 
Tate's Cairn tunnel and Kwai Chung terminal seven. This has 
had the benefit of keeping government spending under 


source of Hongkong's industrial deve- 
lopment. These families have histori- 
cally been averse to diluting control 
with outsiders — or to accepting the re- 

raints on a company's freedom of ac- 


"uon, especially to make deals, which 


shared control brings. 

Where Hongkong companies do seek 
outside capital, strategic considerations 
create an incentive to seek funding in 
North America or Australia. This en- 
ables trading links to be cemented — 
often by forming a merger with a North 
American distributor — and attracts 
international investment into Hong- 


kong. HVCA spokesmen have admitted 


that their primary problem is simply to 
create sufficient awareness of or in- 
terest in venture capital potential in 


| Hongkong. 


However, a survey in the January 


- issue of the Asian venture Capital Jour- 
nal points to a ready availability of 


funds for venture capital. A poll, in 
which 20 venture capital firms re- 
sponded, indicated that HK$2.5 billion 
(US$320 million) was available for ven- 


.. ture capital investment in response to 
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company enquiries. Seventeen firms 
said they had HK$835 million invested 
in venture capital in Hongkong in 1987. 

Nor is the market confined to Hong- 
kong. Hongkong-based venture capital 
firms are also active in China where at 
least three venture capital firms — 
China & Eastern Investment Co., 
China Venturetech — Investment, 
ChinaVest NV, and Jardine Fleming 
China Investment Co. — are active. 

China & Eastern Investment is man- 
aged by Baring International fund man- 
agers. ChinaVest is sponsored by the 
Orange Nassau group, a Dutch-based 
multinational investment management 
company. China Venturetech is a main- 
land China-owned venture capital com- 
pany. 

No formal analysis has been pub- 
lished of the success rate of venture cap- 
ital in Hongkong. But one of the most 
outstanding examples is that of the 
McDonalds fast food chain. Initially 
funded by means of a venture capital 
joint venture, McDonalds now has sales 
in excess of HK$500 million a year. 

-— Christopher Marchand 
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Leaving eee 
ona 
jet plane 


By Chris Pomery 
ongkong's deepening emigration crisis is a clear, 
quantifiable sign that the promises contained in the 
Joint Declaration on the future of Hongkong — the 
diplomatic agreement between Britain and China intended 
to guarantee the colony a high degree of autonomy after 
sovereignty reverts to China in 1997 — are beginning to un- 
ravel. 
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shortfall. Meanwhile, short-term measures by companies to 
retain their executive staff are often exacerbating the situa- 
tion. Localisation, the catchword of the early 1980s, is heard 
less often these days. 


Managers (IPM) ot its 84 members notes that twice as many 
people left their jobs to emigrate in 1987 compared with 
1986. The traditional emigré — an executive in his mid-30s 
ith a wife and children — is now matched in equal numbers 
y single men and women looking for a second passport while 


ow of returnees by 10 to one. 

"Among our clients there is a unanimous perception that 
e problem is not going to disappear over the next nine 
Pars," says George Baeder, managing director of Pacific 
im Consulting Group, which advises multinational com- 
nies on their Asian operations. "Almost a generation is 
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A new study by the Hongkong Institute of Personnel. 


hey are still free to move. The outflow of emigrés exceeds in- 
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being hammered,” comments IPM's “=== 
Maule. “If you look downstream a few ye... , 2 ccs uu, 
only the difficulty of filling immediate vacancies — these are 
people who could have made it to some of the top jobs. The 
problem will get worse . . . the absence of action will cause 
the snowball to keep on rolling." 

Business analysts and commercial leaders note a di- 
vergence between high corporate confidence and plummet- 
ing personal trust. The root problem is distrust of China's in- 
tentions for Hongkong after 1997 and unease over the col- 
ony's stunted evolution during the transition to Chinese rule. 
The brain drain is the clearest indication that many Hong- 
kong people disown the British and Hongkong governments' 
strategy of bending Hongkong's political development to 
China's will. 

Personal mobility is a reliable index of confidence. Indi- 
viduals, unlike governments and corporations, have no vest- 
ed interest in playing dumb even if profits remain to be taken. 
Among the symptoms of falling confidence are: 
> Remedial executive recruitment strategies, particularly 
for middle management levels, to counteract the shortage of 
Hongkong Chinese executives and restrain their growing 
skittishness; | 
> Rising applications for overseas residence visas; 

» The doubling of applications for the Certificate of No 
Criminal Conviction, an essential document for many visa 
applications, in the past two years; 

» More Hongkong students seeking education overseas. 

The IPM study is the first to tackle the emigration issue 
quantitatively. Preliminary results of the first phase of the 
three-part project will be released this month. "The impact is 
far, far greater than the statistics will suggest," comments 
Maule. "Most companies say we're still coping but clinging 
on by our fingertips. We can't cope much longer. 

"We're having to advertise more often, we get fewer re- 
sponses and the quality is generally lower, so you are select- 
ing from a less numerate supply. The trends are all ones that 
show trends going downhill: quality, quantity, availability, 
time to fill, number of responses, number of acceptances 
after responses, average salary expected, all these show ad- 
verse trends which say to me that supply is a problem." 

Companies are adopting different strategies to cope with 
the changes, including loyalty sweeteners and golden hand- 
cuffs — promises of transfer overseas to qualify for a second 
passport and education loans to send children overseas — in _ 
return for commitment to stay with the company in Hong- | 
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kong. 
The typical emigré is under 35, has five to 10 years of work 


MN 


? APRIL: 1988 e FAR EASTERN ECONOMIC REVIEW o 


Youre looking at 


the very latest in 
telecommunications 


"T 
PRA LEN 
" 
1 F 
T l - "29 
— a 
f 


U.S. Route 10. The Santa Monica Freeway. 
One of the busiest, most congested high- 
ways in America. From the middle of a 
traffic jam here, Los Angeles commuters 
can make phone calls to anywhere in the 
world, and never talk to an Operator. 
Ericsson is providing cellular mobile 
telephone systems to non-wireline compa- 
nies throughout California. These systems 
now cover the Los Angeles and San Fran- 
cisco/ Greater Bay areas, Sacramento, Fresno 
and Oxnard, providing the potential for 
one giant system serving most of the state’s 
24 million people. Californians spend a great 





deal of time in their cars, and cellular tele- 
phoning has become popular. Business- 
people especially appreciate how effective 
they can be during hours spent on the road. 
They can even use the system to transmit 
data to their offices. 

You'll find Ericsson cellular systems in 
26 countries on five continents. In the U.S.. 
Ericsson holds a 38% share by population 
of the top 90 non-wireline markets. That 
includes five of the top 10: Los Angeles, San 
Francisco, Chicago, Detroit, and Houston. 

Cellular telephone systems. The latest 
way for you to keep business rolling. 


ERICSSON Z 


Ericsson Radio Systems AB 
5-164 80 Stockholm. Sweden. Telephone: +46-8 757 0000 


For more than 120 years, 1 Queen’s Road 
Central, Hong Kong has been the address of The 
Hongkong and Shanghai Banking Corporation 
— an international financial institution and the 
territory's leading bank. 
The HongkongBank group encompasses a global 
spread of independently successful subsidiaries. 
Collectively, they offer a formidable array of 
easily accessible resources in all major centres. 
Around the world, you'll be advised by 
companies with highly developed expertise 
in their respective markets. 
These include established commercial banking 
names such as Marine Midland Bank and The 
British Bank of the Middle East. Or James Capell 
and Wardley in capital markets and merchant 
banking. Plus more than 50 further specialised 
subsidiaries and associates, operating in all 
areas of finance. 
With more than 1,300 offices in 55 countries, the 
HongkongBank group offers expert solutions to 
your every financial need. Solutions which are 
arrived at more quickly, because of our policy of 
having a lean federal structure which facilitates 
faster decision making, worldwide. 


Combine over a century of expertise with 
forward-looking technology, and the result 

is an international network of companies that 
stand proudly as leaders, worldwide. The 


HongkongBank group. Well-established in the 
complex world of finance. 


For more information, please contact our 
Group Head Office at 1 Queen's Road Central. 


Hong Kong, or your nearest branch of the 
HongkongBank group. 
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HongkongBank 


The Hongkong and Shanghai Banking Corporation 


Marine Midland Bank « Hang Seng Bank 
The British Bank of the Middle East « HongkongBank 
of Australia * Hongkong Bank of Canada 
Wardley * James Capel * CM & M 
Equator Bank 
Carlingford and Gibbs Insurance Groups 
Concord Leasing 


Fast decisions. Worldwide. 


CONSOLIDATED ASSETS AT 31 DECEMBER 1986 
EXCEED US$91 BILLION. 
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e Regal Choice 


The Regal Airport Hotel. The perfect gateway 
for time-conscious business travellers as it's r 

at the airport - The Regal Gateway 

The Regal Meridien Hotel. Hong Kong s 

one hotel with a classically European ambience- 
The Regal Ambience. 

The Regal Riverside Hotel, The clegant style 
of a luxury city-resort, by the Shing Mun River 
nestling in the foothills of Shatin - The Regal Style 


Regal is a dynamic, innovative 
young Group already renowned 
or setting impressive standards. 


Now in Hong Kong you have a 
thoice of three ideally located 
)otels. Whether you're travelling 
yn business or leisure, one is 
‘xactly right for you. 


For reservations, aal your travel agent, Utell International 
any major airline or the botels direct. (Members of SITA 
SAHARA Reservation System ) 
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REGAL AIRPORT HOTEL REGAL MERIDIEN HOTEL REGAL RIVERSIDE HOTEL 


HONG KONG HONG KONG HONG KONG 
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"roor education prospects in Hongkong, 





experience, a university degree (usually from overseas), 
earns some HK$250-400,000 (US$32-51,000) a year. and 
works as a marketing director, product manager, assistant 
general manager or financial controller. “The effects are felt 
down to the lowest levels,” says Tom King, a former presi- 
dent of the American Chamber of Commerce, who has 19 
years’ experience of executive search in Hongkong. “Those 
key employees peeling off to other places are sucking the 
lower levels into the vacuum.” 

Headhunters note that local turnover, for many reasons, 
is also rising; less qualified candidates are demanding higher 
salaries and quicker promotions, in turn fuelling their emi- 
gration expectations. The ap- 
pearance of opportunity 
masks... an underlying 
shortfall. Some aver that 
Hongkong Chinese execu- 
tives are increasingly at- 
tracted to multinational com- 

anies with a manufacturing 

ase in the colony, rather 
than the traditional hongs 
which concentrate on trading 
through agencies. Smaller 
^ompanies are paying a 

igher price to compete for a 
uiminishing supply of execu- 
tives and technocrats. Lead- 
ing industrialist Vincent Lo, 
chairman of the Shui On 
Construction Group, recent- 
ly called on Hongkong com- 
panies to step up manage- 
ment development and train- 
ing "because their long-term growth and perhaps even survi- 
val may depend on it." 


xecutive searchers are increasingly looking overseas to 

fill the shortfall, usually to the countries favoured by 

emigrés — Canada, Australia and the US. Hongkong 
Governor Sir David Wilson said recently that the number of 
returnees matched the number of emigrés, a claim dismissed 
by IPM's Maule. "It's nowhere near matching, it's 10-1 
against," he says. “Our analysis . . . says the vacuum is going 
to get bigger." 

Most headhunters debunk the myth that executives move 
overseas for the sake of their children and return after secur- 
ing a second passport. Few executives in their mid-30s will 
"proot their families twice — and looking forward to another 

hange in their mid-40s, come 1997, is also not attractive. 


with declining standards of English and 
Chinese, a harsh examination system and 
reliance on rote learning are key reasons 
for staying overseas. 

Many take a step down or sideways 
by going abroad. A solicitor may emi- 
grate as a legal secretary: others leave 
their professions for traditional areas 
like catering. Professionals have to mas- 
ter new market conditions. Most return- 
ees are single, specialist, the middle- 
aged whose children have already left 
home, or those less successful at adapting 
to their new environment overseas. Many 
find it difficult to move back in. “They 
seem to think that time froze when they 
left and are quite surprised that it didn't 
and they are left out," notes Tom King. 
“It’s not just a question of salary. They 
have totally lost the thread of their 
career." 

Valuable returnees are being enticed 
back by attractive packages, often opting 
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Hongkong departure lounge: some come back. 
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for a higher base salary and fewer fringe benefits than trad 
tional expatriates. Such short-term solutions frighten IP 
Maule. “Bringing people back on inflated ackages is ¢ 
ter scenario. It's bad enough for there to be such ab 
rential between locals and expatriates — you can aln 
tify that in cultural terms and different living - 
Chinese locals and Chinese expatriates, that’ 
touchpaper." | S 
search companies respond that those who have resol 
the passport issue make stable employees — their clients äre 
| ! beginning to specify second- | 
passport holders to get. 
around the problem. "Its 
adding another qualification 
to the MBA," says Maule. 
"You can build a 10-year- 
plan around them, but you | 
can't build an 11-year plan... | 
No one is tackling the issue- 
here in Hongkong about 
what it takes to draw them - 
back." | 
Professions in short sup- 
ply in recipient countries such . | 
as Canada and Australia pre- 
dominate, corroborating | 
consular claims that they are — 
not milking Hongkong's sup: | 
ply of talent but responding | 
to their own needs. "Brain | 
drain?" asks Canada's Al | 
Lukie. "What do. you think | 
got to play ball if you want to playin the | 
















































we live with? You've 
big league." cuisses 
Demand has yet to outstrip supply. Worst affected - 
categories are trained specialists — accountants, computer - 
vendors, electronic data-processing analysts — who find it 
easier to slot in overseas. Banking, too, has been hard hit: 
One US bank lost 25% of its officer-level staff last year, 20% ^ E 
through emigration, according to headhunter King. The | 
HongKong and Shanghai Banking Corp. (HKSBC) | 
lost almost 12% of its nearly 700 executives last year. | 
More than 60% of those leaving the bank were emigrat- 
ing. Um 
some employers are guardedly optimistic. "There's not | 
much you can do to staunch the flow," comments Brian Ren- 
wick, HKSBC's personnel manager. The bank has a cradle- 
to-grave employment ethic dependent on in-house training. 
which makes it easier for returnees to. - 
slot back in. "Even if you double their - 
salaries, it's not going to make any differ- |. 
ence. They go for reasons that are totally | 
unconnected with their careers. We aré 
hoping — and the signs are there — that- 
between half and two-thirds will want tò 
come back." Re 
Quantitative indicators show no slac- | 
kening in the desire to emigrate. The - 
Commission for Canada, top choice of | 
Hongkong people, issued more than- 
22,000 immigrant visas in 1987, com- - 
pared with 8,800 in 1986. Officials stress 
that the sudden rise is the result of back- | 
logs in the system following a four-year . 
period when doors were closed. The 1987. 
visa figure included some 470 invest- 
ors — entry qualification: C$500,000 - 
(US$400,000) and 3,300 entrep- 
reneurs (those setting up a business em- 
ploying at least one Canadian). 2 
Australia expects to issue some 8- 
10,000 immigrant visas in 1988, com- 

















| pared with 5.200 for the 12 months to end-June 1987. Busi- 
| ness migration to Australia rose from 96 in the year ending 
1. mid-1985 to 1.786 in the second half of 1987. 

| The US increased its annual immigration visa quota for 

Hongkong-born residents, mainly family reunion cases and 
| notincluding spouses and minors of American citizens, from 
| 600 to 5,000 from last October. The US has no business mi- 
| grant category, but lawyers advise professionals wanting a 
| post in the US to enter on a temporary basis under the H-1 
‘|. category covering unique skills, then get the employer to ob- 
-| tain clearance from the Department of Labour to file a third 
| preference visa petition. Consular officials in Hongkong 
“| stress that the process is not automatic and is little used at 
of present. 

Meanwhile, applications for the Certificate of No Crimin- 
al Conviction, a pre-requisite for most immigration visa ap- 
plications, leaped from 23,063 in 1985 to 53,471 in 1987. 

Long-term indicators, like education, show no slacken- 
ing. Canada enrolled 3,600 Hongkong students in secondary 
and tertiary courses last year, up from 2,950 in 1986, but still 
| lower than the peak levels of 1980-81. Australia is increas- 
“| ingly popular: 1,214 education visas were issued in January 
:| and February this year. Some 11,000 Hongkong students 

study in the US, proportionally the highest 
figure from anywhere in the world. Figures 
are lower for Britain, which rendered itself 
less attractive after massive price rises for 
overseas students in the early 1980s. 
Around 10,000 students graduate from 
Hongkong s five recognised tertiary educa- 
tion institutions each year — about 2076 of 
the total number of people receiving emi- 
gration visas, most of whom are graduates 
with work experience. 


he Hongkong Government does not 

issue official emigration statistics, 

and claims not to keep them. Availa- 
ble census projections to the end of this 
century dodge the issue by assuming a uni- 
form outflow of 13,000 people a year. AI- 
though Hongkong 's fertility rate fell below 
replacement level in 1980, any shortfall 
through emigration is matched by 27,000 
legal immigrants crossing the border from 
China every year. 

Hongkong's emigration crisis now has a 
self-generating momentum. Ordinary people list emigration 
as a standard option, rather like buying a new car. Television 
screens show scenes of Vancouver with voice-overs praising 
the good life there; TV stars hold gauche prime-time farewell 
parties for departing personalities. The Cantonese dialect 
spoken in Hongkong is rich in slang describing emigration 
permutations. At street level, rumours crave their own facts. 
A friend of this writer, debating whether to make an applica- 
tion to Canada, was convinced that the Chinese Government 
was vetting applications, a fear inflated by confirmed reports 


D . that the Chinese had informally approached the Canadian 


Embassy in Peking to see if there was any way the tide could 


1 bestemmed. 


Could emigration shift from a self-generating movement 


- to a self-fulfilling prophecy? Hongkong’s free market 
|. philosophy and refugee mentality leave it especially vulnera- 


| ble to confidence crises. The Hongkong Government, con- 

vinced in private that the problem is real, can do little but ride 
out the storm. Analysts note that unofficial actions — easier 
work visas for incoming Asian executives — are being quietly 
implemented. 

At a profound level, however, the emigration movement 
has been fuelled by British diplomatic and Hongkong Gov- 
ernment policy decisions, particularly the backtracking on 
the unanimously perceived promise to introduce accountable 
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government and direct elections for a majority of seats in the 
legislature before 1997. What is at stake is nothing less than 
the ethos of post-1997 Hongkong, the business environment 
and the basic tenets of socie summarised it, after surveying 
the Hongkong stock exchange’s October 1987 closure, the 
legalisation of political censorship and the deferential at- 
titudes towards China of most local business magnates — 
“it’s feudalism versus liberalism, that’s the choice.” 

China appears to have miscalculated the colour of politi- 
cal support for the reversion of sovereignty in 1997, mistak- 
ing corporate confidence for personal trust and risking visible 
intervention to pre-empt Hongkong's pre-1997 political de- 
velopment. The gap between diplomatic accommodation 
and everyday reality is getting wider and wider. Direct elec- 
tions this year would have been a small price to pay to reas- 
sure the vanguard of Hongkong's mobile middle classes, 
whose reaction is more flight than fight. 

The emigration crisis highlights key shifts in Hongkong's 
business environment in the transition to 1997. Analysts’ as- 
sessments are still tentative, but most sense that the 1980s 
will close with Hongkong's demise as a pool of executive tal- 
ent. Third country nationals from traditional expatriate re- 
cruiting grounds like Australia, Canada and Europe are in- 
creasingly being brought in at lower levels to fill specialist or 
technical assignments. Regional office heads are reassessint 








Cr ss-border factory: changes in trade. 


their companies’ roles in Hongkong, often importing execu 
tives from other Asian centres for training. “These two 
trends will force Hongkong to think through a whole series of 
ideas about how this place works,” says Baeder of Pacific 
Rim Consulting. “A lot of the advantages that made Hong- 
kong attractive will no longer be available.” 

Changes in China trade offer some compensations. If 
Hongkong is becoming more and more part of China, it is 
also colonising neighbouring Chinese provinces by sub-con- 
tracting manufacturing on a massive scale. With devolution 
of managerial responsibility across the border, factory bosses 
prefer to deal with younger technocrats than with the older- 
style managers. Hongkong-based companies are rotating 
their local technical and sales forces in China and downgrad- 
ing specialist China trade departments. 

The downside is that emigration pressures may force 
some companies to look elsewhere. “If Hongkong is a re- 
gional centre for a marketing type operation including China 
in long-range plans, they'll hang on," notes headhunter 
King. "If they're a data communication centre that employs 
large numbers of highly skilled data processors, they are cer- 
tainly looking elsewhere," he adds, citing one company 
which lost 3096 of its staff in 1987 andis moving to Singapore. 
Bangkok is also attracting attention as an alternative man- 
agement centre or regional office growth area. Oo 
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Telephone meer for 





In order to maintain CPB’s accuracy and time- | 
liness CPB will henceforth be published twice | 
each year, covering Spring/Summer (available | 


January - June) and Autumn/Winter, (available 
July ~ December). 


Given the figos with which changes take 
| place in China amongst both the domestic and 
| foreign business and banking communities, the 
semi-annual frequency of The China Phone 
Book guarantees its users the most up to date 


“| and accurate listings of the most important | 


contacts in China. 


Our database will constantly be updated to 


bring you the latest listings you need, when you 
need them. 
You can save 20% off the combined price by or- 


dering both the current Spring/Summer and the 
Autumn/Winter editions now. Published in July 


. | the Autumn/Winter edition will be sent to you 
| automatically the moment it becomes available 


| if you order both now. 


Not only will you have the most up to date busi- 


ness listings in China at your fingertips . . . but 
| you'll save money at the same time. 


1988 Editions 


us | Spring/Summer — January — June 
a ` Autumn/Winter — July — December 





"The China Phone Book Co. Ltd is a wholly owned 
Subsidiary of Review Publishing Company Li- 
ited, Publisher of the Far Eastern Economic 









Benes, Asia's leading publication. 

















A vital reference for anyone intereste 
in doing business with China., _ 


E Completely updated listings 
-© Unique classified yellow pages 
* Designed for maximum usefulness 
* Lists all foreign companies and joint ventures 
* Careful selection of useful Chinese firms 
* Categorized by major industry groups 
. * New compact page layout 
* Indexed for easy use 
* Good for travel or office reference 
. Names and addresses m both English and Chiese 





























Designed for Maximum Usel ulness : 
This directory is a comprehensive listing from our own China database of all 
relevant companies in China of interest to the businessman or tourist. It 
specifically intended to give you easy access to its contents through a we 
designed, computer generated classification and indexing 1. Irrelevan 
and unnecessary information has been eliminated to reduce bulk and allo 
you efficient access. | 


New Classified Yellow Page Section 
Our tenth edition includes the first Classified Yellow pages ever available 
covering the entire PRC. Over fifty categories of listings are included to give 
you updated, accessible information on China services, accommodations, 
travel, etc. Classified listings RR C 
* Airlines 
* Hotels 





















* Business Services 
e Shipping Companies 


. ils a Gases iness Categories 





To: The China Phone Book Co Ltd, GPO Box 11581, Hong Kong 


Please rush me copy/copies of the China Phone Book as indicated: 

Name: saorsan a ee Eur ee 
(Please print in Block Letters) 

Address: 


C) China Phone Book 1988, Spring/Summer Edition ad 
Price: Hong Kong: HK$300, Elsewhere: US$50 (inclusive of airmail postage). 


No. of copies: 


Li China Phone Book 1988, Spring/Summer and Autumn/Winter Editions pee ree wet. 
at 20% savings. Send Spring/Summer Edition immediately and Autumn/Winter Edi- - 
tion immediately upon publication in July. 
Price: Hong Kong: HK$480, Elsewhere: US$84 ünctusive of airmail postage). 
No. of sets: Se Oe OPE net 





C] Tenclose ___ in payment thereof (cheque payable to The China : "he : 
Book Co Ltd) — Ss 

(7 I prefer you charge to my credit card (tick one): 

C] American Express [] Diners Club Cj Master Card c Visa zu 

Card No: Exp. Date: 

Signature: 
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Japanese cash 
threatens 
US dominance 


. By Cari Goldstein 

apanese investment is pouring into Hongkong at an 
unprecedented rate. More long-term Japanese invest- 
P ment funds — excluding portfolio investment and real 
_ estate acquisitions — came into the colony during the six 
. months ending September 1987 than in the full vear preced- 
ing that period. 

Japanese officials and analysts in Hongkong are predict- 
_ ing that full-year figures for the fiscal year ending 31 March 
< will show that new investments topped US$1 billion. This 
. represented a doubling of the US$502 million invested in the 
. 12 months up to 31 March 1987. And this in turn compared 
¿to only US$131 million in the previous year. 

dd Although Japan still trails the US in manufacturing invest- 
.] ment, the new influx of Japanese 
funds puts Japan in a position to 
threaten the US’ traditional No. 
| position, when broader cate- 
gories of investment are taken 
into account. Besides manufac- 
turing firms, many Japanese 
banks, securities houses, con- 
struction companies, hotel 
operators, and department stores 
are setting up shop in Hongkong. 

The accelerating pace of Ja- 
panese investment in the colony 
stems from a complex of both 
push and pull factors. The strong 
yen and high operating costs in 
Japan are increasingly making 
certain types of manufacturing 
at home — especially export- 
oriented — unprofitable. 
oe As a result, a number of other 

Asian countries are also showing 
significant increases in invest- 
ment by Japanese companies. The 
big increase in Hongkong's share indicates Japanese busi- 
nessmen and government officials’ dawning recognition of 
| the colonv's strong role as a regional financial, trade and 

| manufacturing centre. 
Certain elements of Hongkong's attractiveness as an in- 
vestment centre have been present all along: it is a free mar- 
_ket and a free port, thus making the import of necessary raw 
materials or components cheaper. Communications, trans- 
port, and other key parts of the infrastructure are well-de- 
veloped. The high standard of living guarantees expatriates 
>} comfortable living conditions. The workforce is generally 
op high-quality, while unions are weak. 

Only the labour shortage in Hongkong, which has a near- 
invisible unemployment rate of 1.896, is rated by Japanese 
business people as a negative point. Industrial and office 
property, while expensive, still seem cheap by Japanese stan- 
dards. 

x What has changed, besides the new yen-driven motiva- 
.| tion Japanese businesses have to look for new places to oper- 
.] ate, is the awareness of Hongkong's importance as the gate- 
<|. way to the China market. Although many of the bigger 
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Japanese companies have already set up offices in China, - 


some smaller firms are finding that a Hongkong base, with its 
superior communications and information flow, allows 
broader access to the market — especially for South China. 

Few seem troubled by the shadow of 1997. “Now that the 
return of Hongkong to China is a certainty, we feel the Hong- 
kong problem is already settled," said Masanori Okonogi, 
consul for trade and industry at the Japanese consulate in 
Hongkong. ) 

In the past, Japanese manufacturers in Hongkong paid 
more attention to the local market than their US or Euro- 
pean counterparts. Reckoned as a proportion of totàl 1986 
sales, 44% was sold in Hongkong. 19% to the US, 7% to both 
Singapore and Japan, and 4% to China. More recent statis- 
tics are not available, but the Hongkong market's share is 
likely to decline assalesto the US, EEC countries, China and 
Japan increase. 

Traditionally, manufacturing has represented roughly 
10% of long-term Japanese investment in Hongkong, ac- 
cording to Japanese analysts. This proportion appears to be 
increasing sharply, however, às more companies look to 
Hongkong as a base for exporting industrial and consumer 
products to the US and European markets. 

Of 80 Japanese firms that started business in Hongkong in 
1987, 32 were manufacturers setting up factories, according 
to Tetsuro Kato, director general of the Hongkong office of 
the Japanese External Trade Organisation. — — — | 

Most of the new manufacturing investment is in elec- 
tronics, textiles and processed foods. Little new money has 
gone into watch and clock manu- 
facture, which traditionally has 
been the leading area for Ja- 
panese manufacturers in Hong- 
kong. 

Statistics issued by the Hong- 
kong Government's Industry De- 
partment for 1986, the most re- 
cent available, show that Japan's 
total cumulative investment in 
Hongkong amounted to HK$4 
billion (US$512.8 million) — 
compared to HK$8 billion by US 
firms. A breakdown of the Ja- 
panese investment reveals 27%, 
or HK$1.07 billion, in watches 
and clocks, 22% , or HK$900 mil- 
lion, in electronics, and 17%, or 
HK$688 million for electrical 
products. 

Many of the new Japanese 
manufacturing ventures have es- 
tablished factories in Hong- 
kong’s two industrial estates, at 
Tai Po and Yuen Long in the New Territories, where indus- 
trial land is made available at subsidised rates. Of the space 
occupied by foreign companies at the estates, some 70% is 
accounted for by Japanese wholly owned or joint-venture 
firms. l 

The new firms include a textile fabric manufacturing ven- 
ture, a concrete pilings (for construction) facility, component 
suppliers for Mita Industrial Co. of Japan, which makes 
photocopiers, and processed foods ventures. 

Analysts expect that new Japanese investment in Hong- 
kong will continue to increase in the next year. Given the 
rapid expansion of the statistical base against which new in- 
vestment will be measured, however, the rate of increase 
should slow somewhat. 

Japanese department stores continue to find Hongkong a 
hospitable environment. In 1987, two more companies — 
Uny and Jusco — joined the nine already in the colony, while 
the longer-established firms concentrated on expanding their 
operations. Despite the paucity of statistics on market shares 
in the department store trade, it was clear the Japanese were 
simply strengthening an already-dominant position. B» 
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acific Place is one of the single headquarters of many of the | 
largest building projects ever H 9 N G KONG world’s leading corporations. B 


undertaken by private enterprise in Hong Kong. feet on a 6V2 acre site. li Pacific Place is tulya For more details of the office and commercial | 
E It wil comprise 2 office towers, 3 major hotels, self-contained city at the heart of Hong Kong, space at Pacific. Place, contact the sole 

250 residential apartments, 140 service units, car yet offering a uniquely balanced environment leasing agents, Jones Lang Wootton | 
parking, and the largest shopping centre in the W Phase | is due for completion in 1988, and is 

Central Business District — a total of 5 million square already destined to become the Hong Kong 
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PACIFIC PLACE 


Developers Sole leasing agents 
ef Swire Properties Limited. ae Jones Lang Wootton Hong Kong Telephone: 5-217171 


et 77 27 PLZ 7 


Keng Her dodo 


Newly opened 





Situated on the Kowloon side overlooking Causeway Bay, 
the new Hotel Nikko is just a 10-minute drive from Kai Tak Airport. 
And commands a fascinating view of both 
the breathtaking harbor and spellbinding Hong Kong. 
Facilities at this deluxe 461-room hotel include a business center, 
rooftop pool, French and Chinese cuisine, 
scenic sky lounge, sauna and fitness center. 
Together with the hotel's tranquil ambience and hospitable service, 
these facilities and amenities combine to make 
the international businessman's stay a productive 
and memorable one. 


A 


hotel nikko hongkong 


72 Mody Road, Tsimshatsui East, Kowloon, Hong Kong 
Telephone: 3-739111] Telex:31302 NIKHO HX 
Cable Address: NIKHOTEL Fax: 852-3-7212526 





3% nikko hotels international 


For reservations, call your travel agent, the nearest Japan Air Lines office 
or Nikko Hotels International 
Hong Kong 5-234318. Tokyo (03) 281-4321. 
Toll free in U.K. (01) 0800-282502. 
Toll free U.S. and Canada 1-800-NIKKO-US (645-5687) 





WWF ‘Kojo Tanaka; BCL 


The 
Giant Panda 


needs your help 
to survive 


QW every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that's just one of the problems facing the 
Panda. 


To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve thes 
and other problems has resulted in a unique anc 
historic partnership between WWF and the 
People's Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes: construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money — your money. 


Please send contributions to the WWF 
National Organisation in your country or direct to: 


WWE International, 1196 Gland, 


Switzerland. 
v e WORLD WILDLIFE FUND 


WWF acknowledges the donation of this space by 
Far Eastern Economic Review 
Advertisement prepared as a public service by Ogilvy & Mather 





ANL. Nobody knows the China Trade better. 


Some people talk about the mysterious East but not when youre talking to ANL. With over 10 years 


experience in our ANLINE service, the Far East holds little mystery for us. 
Over the years ANL has built up and maintained an enviable record as reliable carrier, both in and out of China. 
For your cargo to or from the Philippines, Taiwan, Hong Kong and mainland China, unravel the 


mystery by shipping with someone that knows their way around - ANL. 


ANL Office, 3714 Connaught Centre, 1 Connaught Place, Central, Hong Kong. Telephone: 5-216279-0 Telex: 83996 Fax: 8453491 





ANL 


Australian National Line 


You Could Gather It Yourself 


The Recognized Authority 

Now in its 24th year the CHINA TRADE REPORT 
which is published monthly by the Review Publishing 
Company Limited has long been recognized by lead- 
ing business executives throughout the world as the 
most authoritative newsletter of its kind. 


CHINA TRADE REPORT Provides A Broad Range 
Of Information 

Covering subjects which range from foreign invest- 
ment to fashion, electronics, telecommunication, 
engineering, contract negotiations and to literally 
dozens of others the CHINA TRADE REPORT is 
essential reading for anyone doing, or wishing to do, 
business with China. 


You Could Gather It Yourself 

You probably could get the same information on your 
own but in order to locate what is contained in each 
and every 16 foolscap page issue of CHINA TRADE 
REPORT you'd have to read hundreds of publications, 
not to mention have your own network of people re- 
porting from all the important zones in China. 

Why not subscribe now and discover for yourself how 
the CHINA TRADE REPORT can help eliminate the 
mystery and much of the risk in doing business with 
China. 





Small Investment . .. Handsome Dividends 

Start benefiting immediately from the information- 
packed CHINA TRADE REPORT by subscribing 
now. A small investment today may pay handsome 
dividends later in saved time, energy and money. 


= 
| Post this coupon today! 


Circulation Manager, 
Review Publishing Company Limited, 
G. P. O. Box 160, Hong Kong. 


Please enter my one year subscription (12 issues) for the 
CHINA TRADE REPORT. | enclose a cheque/money order 
of made out to the Review Publishing Company 
Limited. Or, please charge my credit card (tick one): 


| 

| 

| 

| 

| 

| American Express O Diners Club L] 
| MasterCard L Visa L 
| (Please print in block letters) 
Card No.: 

! Exp. Date: 

Signature: 

| Name: 

| Address: 

| 

| 

| 


Annual subscription rates: HK$2,575/US$330 
Sent airmail anywhere in the world. 
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Orient Leasing, one of the Japan's Through OLC network in 18. 
pioneers in the field with long countries, we are able to meet your 
experience in financial services as every possible need in local 
well as in leasing of a wide variety markets or overseas. 


of equipment in multi- currencies. 


Orient Leasing (Asia) Ltd. 


Licenced Deposit-Taking Company 
Equipment Leasing Specialist 





30th FL, United Centre, 95 Queensway, Hong Kong. 
Tel: 5-B629268 


Orient Leasing Co., Ltd. .— Telex: 75680 OLC HK HX 
: Fax: 5-279688 
TOKYO 


OLC's subsidiaries and affiliated Companies in Asia 

Hong Kong ~ Orient Leasing (Asia) Ltd. 

China — China Orient Leasing Cò., Ltd. 

Korea — Korea Development Leasing Corporation 

Philippines — — Consolidated Orient Leasing and 
Finance Corporation. . ! 

Thaii and~ Thai Orient Leasing Go.. Ltd. 

Malaysia — "United Orient Leasing C “SDN, BHD. 





pi ala ~ Orient To $ igapo e Lid. 
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SOCIETY - 
Censorship: 








By Chris Pomery 

À year ago, a major scandal threatened to erupt when it 
| was revealed that the Hongkong Government had 
been systematically censoring and banning films for at 
least 14 years after its own legal experts doubted that its au- 
thority to censor, contained in regulations dating back to 
1953, would stand up in court. 

Twelve months on, the government has set up a new au- 
thority to regulate broadcasting and made several legislative 
and administrative changes — designed to curb “unaccepta- 
ble" publications and legitimise the political censorship of 
films and TV programmes — which have wide-ranging impli- 

Itions. 

Two trends stand out: a liberalisation of sex and violence 
allowed on cinema screens for adults and the tightening of 
controls over all “porno- 
graphic” magazines and comic 
strips available on newsstands. 

Hongkong's increasingly 
rough passage through the 
transition to 1997, when the 
colony reverts to China, has fo- 
cused attention on the conflict 
between the rights of free 
speech and expression and the 
government's reflex desire to 
censor. 

The Broadcasting Authority 
(BA), established in October to 
regulate the television industry, 
is not the step towards more 
open and accountable govern- 
ment that some had hoped for. 
Chairman Allen Lee is one of 
the government's top advisers 
in the Executive Council. One 

the BA's functions is to recommend policy options to the 
vovernor-in-Council, effectively casting the BA as a perma- 
nent advisory committee with an executive function that the 
government could manipulate with little difficulty. 

After a slow start, the BA is inching towards censorship- 
related issues like deciding the conditions for pending cable 
TV licences and renewal of the existing licences for TV 
stations. Repeal of draconian legislation governing local tele- 
vision and the creation of an independent structure for the 
government's radio and television broadcasting division is 
still far off. 

Greater concern surrounds the Obscene Articles Tribunal 
(OAT), set up under the Control of Obscene and Indecent 
Articles Ordinance. The tribunal — a presiding judge and 
two lay assessors — is empowered to decide whether non- 
broadcast items like videos and magazines should be banned 
as obscene, classified as indecent and retricted to people over 
18, or left untouched. Some lawyers maintain that the ad- 
ministrative convenience of the tribunal is outweighed by the 
dilution of the legal principle on the rules of evidence that it 
endorses. 

The OAT has two roles: an administrative function class- 
ifying articles submitted voluntarily by vendors, and a legal 
role as part of the judicial proeess — to decide, as part of a 
court case, whether articles are obscene or indecent. In its 
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Hongkong film: ‘preserve decency.’ 
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first function, the OAT can decide its own rules of evidence 
— admitting things normally inadmissable in court, like. 
newspaper comment, hearsay or rumour — and need give no 
reasons for its final decision. An administrative classification 
can later be cited in the courts. ZA 
In its second role the OAT must follow norn 
procedures as a court within a court. However. 
allows expert evidence to be presented coveri 
an article and prevailing standards of morali 
lish common law, expert evidence is allowed 
fence against an obscenity charge to show the m 
cation, such as literary value. Comments Ho 
sity law lecturer Johannes Chan: “I think the 
into account sociological research. How can y 
pert on morality? It's contradictory to the whole id 
ing a panel." p 
Critics charge that the OAT can be easily be ma: 
and is inconsistent. "The standards applied by t 
and Entertainment Licencing Authority [TEL. 
ally are far more consistent," says Klaus Heymar 
ing director of Pacific Music, local licencee of RC/ 
bia videos. "They're aiming at self-censorship rath 
setting up a reasonable classification system.” ——— 
Albert Cheng, publisher of the 
Playboy agrees. "The tribunal will not make any differi : 
to hardcore pornography. It only confuses the issue," he - 
says, noting that his magazine 
drops 15-20% of its circulation 
when it carries anude cover. To | 
e tribunal has vetted 415 
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claims: |. 
| adequate safeguards have been- 
built into the bill by limiting the 
censors' power to ban films only 
if there is "a likelihood . . . the 
- film would seriously damage | 
good relations with other territories," a phrase taken as a. 
code for China. “If we don't have certain powers, there could. 
be adverse consequences," Tsao warned. c 
Since 1974, 21 films have been banned on political: 
grounds: eight from Taiwan, three each from Hongkong and 
Vietnam, two from China, and one each from North Korea, t 
the US, France, Japan and Italy. | s 
In a positive move, the government has promised to re- 
consider the unpopular Public Order (Amendment) Ordi- 
nance 1986, which created a new offence, the publishing of 
"false news" likely to cause alarm. During its passage, this. 
legislation had been dubbed the *press gag bil." Repeal is 
likely later this year when a new legislature is formed. 
However, pre-Cultural Revolution legislation intended to 
restrict political dissent and pre-empt AA Lern on the air- 
waves has yet to be repealed. The Hongkong Government 
still approves — and can ban — specific news sources, can 
create any public or programming standards it chooses over 
and above the general requirement of impartiality and ba- 
lance, can require alllocal pre-recorded programmes and im- 
ported film material to be previewed for censorship and ba 
any individual (including the owner of a TV station) froma 
cess to broadcasting. B Ve 
Tsao says the BA is not happy with these provisions, but 
no date has been set for their repeal. “Television is a very. 













Asa medium," Tsao notes. “We would rather have 


egislation on the books as a preventative measure than not 


have any legislation, and when a station should in any wave 
misbehave, say for example by inciting a riot, we'd have no 
power to deal with it. In this particular case we can't afford 
the risk of anything going wrong." 

. In the process of retooling its control of Hongkong's 
media, government shifts have renewed debate about deli- 
cate civil liberties. The choices are poignant and far-reach- 
ing. Is it in Hongkong's best interests to keep a strong cen- 
tralised system justified by appeal to a notional perception of 
society's current consensus? Or would more self-regulation, 
with broadcasters and publishers taking greater responsibil- 


- ity for their output, and censors’ powers held in reserve, be a 


better model? The government appears reluctant to relin- 


. quish its powers and doubts the chances of refining self-cen- 


sorship to levels of sensitivity as delicate as its own. How- 


- ever, the government's desired rational system appears to be 


| degenerating gracefully into an embarrassing arbitrariness 


under the pressures of a transitional society. No one seems 
quite sure what is going on. 

Compared to television, cinema is treated leniently. A 
three-tier film classification system (which the government 
stalled for several years while it wondered whether to reveal 
the dubious legality of its censorship regulations) is intended 
to allow more permissive scenes on screen, while restricting 
entry to those aged 18 and above. If passed, the new stan- 
dards will allow the censors to start making changes this sum- 
mer. At present, mildly erotic scenes in standard American 
and European movies are cut, as censors can only approve 
films for general release. 

According to TELA’s chief film censor Pierre Lebrun, 20 
years ago there was not much need for censorship in Hong- 
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Since it was founded in 1946, the Far Eastern 
Economic Review has been dedicated to the in- 
depth, authoritative analysis of the political, econo- 
mic and financial affairs of every single country in 
the Asia/Pacific region. Boasting a staff of over 40 
full-time correspondents and journalists located in 
every country in the region, the Review is consi- 
dered to be the leading publication on Asian affairs 
in the world and deemed essential reading for 
senior executives in business, banking, govern- 
ment and the professions. 


Over 85% of the Review's circulation is on pre- 
paid subscription, and a new survey of Heview 
subscribers has just been completed by Interna- 
tional Research Associates (HK) Ltd. 


.. Review subscribers are primarily top manage- 
ment individuals who travel frequently, make key 
decisions for their companies and wield enormous 
purchasing power. 


For a complete copy of the Review Subscriber 
Study 1986 please write on your company's 
letterhead to: | | 


Ms Elaine Goodwin 

General Sales Manager 

Far Eastern Economic Review 
GPO Box 160 

Hongkong 


FarEasternEconomic 


Or any one of our sales offices worldwide. 








mitted were cut, and 4% banned. P the decade 1973-83, 37- 
47% of movies were cut as censors excised sex to stem what 
they saw as a rising tide of pornography. 

Cinema attendances have dropped sharply over the past 
20 years, from nearly 100 million a year to some 60 million. 
The present trend of local film production — blood and thun- 
der action epics and gauche comedies — does not tax the cen- 
sors much. Criticism concentrates on the inhospitable treat- 
ment of foreign films. "We always take the blame," moans 
Lebrun. "Often the cinemas cut the film to fit a time slot, or 
the distributers give us a different version. It's not always our 
fault." 

Sometimes. Jean Beneix's long-awaited Betty Blue, which 
opens with a sizzling love scene, limped into Hongkong in a 
tasteful version suited for the Japanese market. Other films, 
like the acclaimed Brazilian study of child prostitution, Pi- 
xote, are banned. "Under the new classification system 
something like Pixote will be permitted for adults," says Leb- 
run. Relaxed standards may breathe new life into local dis- 
tributors, who have increasingly renounced foreign films in 
favour of safer local products. 

The government's hand is more obvious in television, 
which in Hongkong has near total penetration, with many 
households clinging to 
dawn-to-closedown 
viewing, and children 
staying up very late. 
"Television is involun- 
tary. Once it's on, it's 
on and you don't know 
what is going to come 
over," says Tsao, who 
would like the stations 
to take more responsi- 
bility for their output. 
"Im not sure the sta- 
tions want it that way. 
We had a row with the 
film industry because 
they said they would 
prefer that we censor it 
so that they would feel 
safe when they used the 
material." 

Both local stations 
— Television. Broad- 
casts Ltd (TVB) and 
Asia Television Ltd 
(ATV) — edit im- 
ported material for ethical and space reason, self-censorship 
that entails second-guessing prevailing standards. TVB re- 
cently removed an entire bedroom scene from Zefferelli's 
classic Romeo and Juliet. 

Broadcasters seem reluctant to stand up for artistic rights. 
TVB's English-language channel programme manager (and 
former chief television censor) Musetta Wu, describes the 
liaison between the stations and TELA as “close to being 
perfect." Even so, last year TELA cut or banned some 5% 
and 10% respectively of TVB's and ATV’s submitted film 
material. 

Recently the censors cut an award-winning drama series, 
The Singing Detective by avant-garde playwright Dennis Pot- 
ter. Three scenes, totalling less than two minutes, were cut 
from the six-hour production. They included one which un- 
derpinned the plot when the hero, as a young boy, sees a man 
— not his father — making love with his mother. The series 
was banished to after-midnight showing. 

TELA executives, bending over backwards to be under- 
stood, are confident of their artistic infallability even when 
they reduce scenes to a functional flicker. “We do not affect 
the flow, the continuity or the storyline,” says TELA’s John 
Wan of the cuts. “One of the [Singing Detective] scenes actu- 
ally exposed male genitals. [It showed] . . . the full backside 


Tsao: industry row. 


kong. In the year to June 1968, onl 5% of 668 movies sub- 
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view of the man and the crossing of the legs of the two charac- 
ters, rather like soft porn. A year ago we would not have 
agreed to broadcast it [cut] even after 11.30 p.m... . we 
would have banned it altogether.” | 

Censorship standards do have some flexibility, and it is 
hard to be sure where they are at any given moment. 
Guidelines for cinemas are not publicised in detail. TELA's 
are broad enough not to have needed revision for 15 years. 
But there are paradoxes in the official reading of shifting 
local attitudes to sex and violence. Lesbian kissing has been 
passed for the big screen, but male homosexuals embracing 
are less likely to escape. 

Passive nudity is permissible in the cinema, as is pubic 
hair in passing. "Unlike Japan," notes Lebrun. “We're more 
liberal on sex than Japan." Breasts are not frowned upon so 
long as they are not being fondled. Male organs, however, 
must at all times remain detumescent. 

Chief censor for television Rose May Lau refused to go 
into explicit descriptions, but TELA's John Wan claimed 


| that “men and women don't want to see male genitals yet. 


There's a limit to artistic liberty and we have a statutory duty 
to perform." 

TELA’s guidelines for television are more developed 
than the rules for the cinema, but they set a low threshold of 
| tolerance. Stations are 
enjoined to “preserve 
decency and decorum 

. and avoid embar- 
rassment or offence to 
viewers.” Sex and nudity 
“must respect the tradi- 
tional norms of morality 

. and should avoid 
shocking or offending 
the viewing public." 

State censorship may 
be an acceptable loss 
when it curbs excesses. 
Hongkong's censors 
have gone a stage fur- 
ther — they find it ac- 
ceptable to anaesthetise 
media, particularly 
television, to rid it of all 
that might shock, and 
justify this by appealing 
to public consensus mea- 
sured by a range of "sci- 
entific” sampling de- 
| vices. 

Film festival and film club screenings, attracting a more 
westernised, liberal audience, are treated more leniently 
since they are self-selecting. This does not apply to televis- 
ion. "There can be only one standard for television in Hong- 
kong," says TVB's Wu. 

How then will Hongkong deal with a highly self-selecting 
medium like cable TV? The government's Tsao says it will be 
more liberal. The OAT is cracking down on pornography 
and videos, both consumed in the home, often alone. The 
outcome may be more self-censorship. One OAT ad- 
judicator says that some items she scrutinised were galley 
proofs of as-yet unpublished magazines. 

Censorship is not an exact science, but any moves, espe- 
cially during the transition to 1997, that inhibit self-expres- 
sion are seen as bad for Hongkong. Ironically, as Hong- 
kong's standards become more arbitrary and contradictory, 
neighbouring China appears increasingly self-critical, with 
films like 7he Black Cannon Incident even beginning to 
probe the role of the party. Hongkong, grappling with 
the transition to 1997, has yet to produce a single work of 
artistic stature dealing with this huge social, political 
and human calculation. In the long run, that could be a high 
pe to pay for lost creativity and a few shocks on late-night 


1: recent changes. 
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Difficult times 
London's m 


By Tim Hamlett | 
s Hongkong has changed fro 
to an economically precocic 
governor has become more ¢ 
It is customary to say of a departing 
he dies in the saddle, that he will bi 
is a platitude. The new governor ts: 
how. As Sir David Wilson approac 
in Government House, though. a: 
in. | 





A governor of Hongkong has t 
sessing his performance from d 
is the civil service, of which he 1s: 
vide leadership, direction, a final cour 
coming public figurehead. a 

There are the insiders, the councillo: 
see the papers and hear the confidenti 

| gard the governor as the final arbiter o 
as well as the colony’s representative in 
major foreign relations, London and Peking. 
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the rest of the population, which knows little of high policy 
and cares less, but hopes the governor will be visibly active on 
their behalf and in their interest. 
.. The suspicion in the civil service is that His Excellency 
is not terribly interested in them. Having sat for so many 
years at the feet of former Hongkong governor Sir Murray 
(now Lord) MacLehose, Sir David has, it is thought, ab- 
“sorbed Big Mac’s disdain for the civil service without also 
acquiring his Lordship’s propensity for an occasional tug at 
the reins. 
Observers of the Hongkong Government are used to the 
sudden changes of direction which mean that someone in 
the upper reaches has interrupted the smooth flow of pol- 
icymaking with a burst of autocratic common sense. These 
are nowadays credited to the Chief Secretary, Sir David 
Ford. 
, Ford, burdened (or possibly helped) by an interestin g past 
n military agitprop instead of the usual climb up the bureau- 
cratic pyramid, is a forceful individual said to have his heart in 
many of the right places. But there are limits to what a chief 
secretary can do, especially against the civil service consen- 
sus. The morale of the troops is one of his direct respon- 
sibilities. | 
. The part-time advisers put a similar point more tactfully. 
"Sir David,” as one of them said, “is more interested in the 
foreign affairs side of the job." This is a difficult field in which 
to shine. Hongkong affairs, however large they bulk in the 
- ceolony's own eyes, scarcely rise above the footnote level in 
London and Peking. Nor have they gone terribly well. Sir 
David is not blamed for kowtowing to Peking, which right- 
ly or wrongly is put down to British enthusiasm for future 
trade with China. He is criticised for not standing up to 
London. 

Having a relatively young governor has turned out less of 
an asset than was at first thought. He will not, God willing, 
succumb to the rigours of Peking hospitality. Foreign Office 
arm-twisting may be harder to resist. 

Governors who were ending their careers in Hongkong 















THE LAW 


By Henry Littton 


n August 1986, an event took place of the greatest im- 
portance to the future development of Hongkong, 
though it went unnoticed in the media. It was the amend- 
ment of clause XXV of the Royal Instructions, which now 
reads: "Law may be enacted in English or Chinese. All laws 
shall be styled ‘Ordinances’ and the 
enacting words shall be 'enacted by 
the Governor of Hongkong, with 
the advice and consent of the Legis- 
lative Council thereof,' or the cor- 
responding style and words in 
Chinese." This opened the way to 
the amendment in March 1987 of 
the Official Languages Ordinance 
which requires that new principal 
legislation be in both languages. 
This law, though enacted, has not 
yet come into effect. 

The move towards a bilingual 
legal system was given a gentle push 
from behind last year with the 
Weights and Measures Bill, which 

..| Was gazetted in both English and 
—. | Chinese. This was a test-run of the - 






















could get away with a 
good deal of disobedi- 
ence. In theory, an 
obstreperous pro-consul 
could be dismissed, but 
sacking a popular gover- 
nor was a daunting pros- 
pect. 

»oon after Sir David's 
appointment a story sur- 
faced in print that he had 
asked for assurances 
that, after a decent stint 
in Hongkong, he could 
ask for another job. This 
created an impression of 
a man still beholden to 
Whitehall for his hopes 
of a last post in Washing- 
ton. The impression may 
be unfair, but it has not 
so far been dispelled. 

Past governors were not blamed for Whitehall diktats. Sir 
David's advisers wonder if he could have put up a better 
fight. To the man in the street the governor is a distant figure 
and in the MacLehose days was rather a puzzling one, pron 
to unexpected bursts of eccentricity, like turning up for a. 
anti-litter rally in a baseball cap and a T-shirt. 

The late governor Sir Edward Youde projected a Car- 
teresque impression of a man trying very hard to do the right 
thing, and managed despite his frequent and necessary ab- 
sence on business of one kind or another to keep up a strenu- 
ous schedule of public appearances. 

sir David Wilson is still a shadowy figure, not helped by a 
local surplus of Sir Davids (in addition to Wilson and Ford, 
there is also former chief secretary Akers-Jones). A gover- 
nor's public image is to some extent an artificial construction, 
and Sir David's has not been constructed very well. Sir Ed- 
ward Youde tolerated being mobbed by microphones at 
every possible occasion and would answer any reasonable 
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MacLehose: rein-tugging. 


A question of interpretation 


government's new bilingual legislation policy: not only to 
have all new principal legislation enacted in both languages, 
but also to have the Governor-in-Council officially declaring 
as authentic, from time to time, the Chinese language text of 
existing legislation, after consultation with the Bilingual Laws 
Advisory Committee headed by 
the new Chief Justice, Sir Ti-liang 
Yang. | 

The philosophy behind the pol- 
icy was articulated by the Attorney- 
General, Michael Thomas, in an 
address to the Hongkong Univer- 
sity faculty of law recently: “In an 
open society, the law may be re- 
garded as an expression of the gen- 
eral will. The law addresses itself to 
the whole population, without re- 
gard to the level of education or the 
background of those who are sub- 
ject to it and to use it.” 

These are high ideals, but is it 
practicable to aspire to a truly bilin- 
gual legal system? And how much 
of clause 3(3) of the Joint Declara- 
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eum | question, even if the 
answer was merely 
repetition of known gov- 
ernment policy. To the 
horror of his information 
experts, he occasionally 
departed from the exten- 
sive script prepared to 
cover any eventuality. 
When Sir David arriv- 
ed, local editors were as- 
sembled by Secretary for 
Administrative Services 
and Information Peter 
Tsao and told that this 
would now change. The 
. governor would answer 
only relevant questions. 
If he was opening a sew- 
age farm, he would talk 
about sewage, but not 
about politics. 

There would be quarterly press conferences at which the 

. local press could satisfy its curiosity on other topics. This new 
- policy was rigorously enforced by brigades of government 
ess pushers, and as a result the governor's footsteps are no 
Monger dogged. Instead, hordes gather to collect harmless 
quotes from the local director of Xinhua. 

The governor, in fact, appears in the media quite rarely. 
The one part of the new plan which did not materialise was 
the quarterly press conference. To the irritation of the locals, 
overseas reporters are still the only ones who can get per- 
sonal interviews. It is difficult to say how much of this is Sir 
David's fault. One reporter who followed him on a trade 

promotion tour to North America said there were no prob- 
lems abroad, but, "as soon as he got back the government 
machinery closed in around him . . ." 

Matters have not been helped by comparisons between 
Lady Wilson and Nancy Reagan, though these seem to have 
been inspired by only one incident, or by the governor's sus- 





< Youde: strenuous schedule. 






tion will remain if such an aim is achieved — the clause say- 
ing that "the laws currently in force in Hongkong will remain 
basically unchanged?" 

There seems to be broad consensus in Hongkong that the 
translation of the whole of the common law into Chinese is 
impossible: common law being that broad body of law de- 
rived mainly from decisions of the courts in England, em- 

xdied in the law reports, and fed by sources as diverse as 
. ustralia, Canada and New Zealand. That, at any rate, was 
the conclusion of the Chinese Language Committee back in 
1972 (the legal sub-committee of which was chaired by the 
then Justice Yang, now Chief Justice). But looking at statute 
law alone, in 29 volumes, to have authentic versions in both 
languages for all ordinances and 
subsidiary legislation would seem a 
mammoth task. 

It would first be necessary to en- 

. sure that all statutes which apply in 
- Hongkong are enacted by the local 
legislature — which is by no means 
the position at present. For exam- 
ple, many of the statutes which 
apply to merchant shipping or 
copyright and industrial design are 
acts of the British Parliament. If all 
these laws were enacted as local or- 
| dinances and translated into 
Chinese, there would still be the 
subsidiary legislation to deal with. 
Is it really practicable to do this by 
30 June 1997, when sovereignty 
over Hongkong reverts to China? 
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ceptibility to cartoonists (he is usually depicted as an enorm- 
ous nose), 

These are difficult times for any occupant of Hongkong's 

curiously hybrid (colonial/Japanese) Government House. 
With the approach of Hongkong's return to China in 1997, 
there is an alternative route to power and prestige outside the 
traditional government patronage network. 
Sir Edward Youde gained a great deal of credit for the 
Sino-British agreement on Hongkong; Sir David Wilson is 
landed with the less salubrious spectacle of Britain crawling 
away from those parts of it where diplomatic language 
masked a real divergence of vie n the two sig- 
natories. A 















In the days when God and the 
allegiance, the governor was as f. 


mmanded wide 
public criticism 
days, assess- 
3overnment d 
etobe | 


as the second — if not both — o 
ments are blunter. If you are cros 
House guest list, there are powe 
scoffed. At least one local dignit 
transition from the (government 
Council to the (China’s choice) Ba 
mittee. $ 
All governments make occasional m 
Hongkong Government is no exception. 
example, to announce that the chairman : 
Housing Authority will in future not beac 
then give the job to the recently retired chi 
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toner secretary. — 

Democracy, even in the watered-down version now per= op 
mitted in Hongkong, implies stronger feelings and harsher | — 
words. The governor is too involved in the activities of the |- 
government to escape altogether unscathed. But Hongkong 

still needs a governor, and will do so for another nine years: 
Hongkong spay oe have no illusions about the governments 

of Britain and China, but in this period of unavoidable insec- 
urity they will need every assurance that they count, and | 
count for a lot, in the decisions of their own administration. | 
Sir David Wilson may find a way to provide that assurance. | 
He has not done so yet. EH: 












































Plainly, as the Hongkong system gradually converges with - 
that of the mainland in the 50 years after 1997, the Chinese 
language will gradually replace English until, on 30 June 
2047, the Hongkong system will cease to exist. But if the pri- 
mary objective is to protect Hongkong's autonomy and to 
preserve the Hongkong legal system, then the continued use 
of English as the language of the law would seem to be impor- | 
tant. The law does not operate in a vacuum. It is the tool by <f 
which the business of the community is regulated. Asthings | 
stand today, most corporate business is conducted in Eng- 


lish. The memorandum and articles of association of com 


panies are in English, and so are their financial statem 
Companies are assessed for tax in English, in accordance n 
only with the Inland Revenue O 
dinance, but with general 
cepted accounting princi 
familiar to professional account- | 
ants in common law countries like -| 
England and Australia. d 

What, then, is the practi- > 
cal value of an Inland Revenue 
Ordinance in Chinese unless the 
whole accountancy profession- 
and the assessors of the Inland. 
Revenue Department were to 
abandon the use of English 
as the language of communica 
tion generally? There are mar 
other such examples, in areas 
not only of international trade 
but of domestic concern such 
as transport, building develop- 
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ment and even things as humdrum as pollution control. 

Before long, the question of the Hongkong final court of 
appeal, its structure and its members will be tackled. One of 
the important objectives of the final court of appeal will be to 
ease the fears of the foreign business community that cutting 

links with Britain’s Privy Council will not mean a lowering of | 
standards. Former chief justice Sir Denys Roberts suggested 
that some members of the final court of appeal will be expat- 
riates — English-speaking expatriates. The common law, as 
applied in the lower courts, will continue to be expressed in 
English. The business of government will, by and large, con- 
tinue to be conducted in English, as will banking, finance, 
trade and commerce. This is not likely to change in the 





Non-intervention 
1egative effect 


A: a century and a half of making generous enough 








returns out of charging interest on loans, Hongkong 

banks broke new ground in recent months by deciding 
that they might have to charge interest on deposits as well. If 
nothing else, the exercise proved that Hongkong’s banking 
sector is the least "free" market in the purportedly non-inter- 
ventionist colony — and that as this most sensitive of indus- 
tries gears up for its journey through the political looking 
glass in 1997, pragmatism will increasingly be the order of the 
day. 

The idea of negative interest rates, which caused so many 
bankers so many headaches for so much of the past winter, 
was mooted by the government as a means of stabilising the 
exchange value of the Hongkong dollar at its HK$7.8:US$1 
pegged rate, despite pressures on the market arising from the 
yawning differential between a cataclysmic US balance of 
pene and a healthy Hongkong trade surplus. (Hong- 

ong publishes no comprehensive balance-of-payments 

statistics). 

The government believed that its threat of levying any- 

ing up to an 80% annualised rate on large short-term 

..ongkong dollar deposits would deter speculators from bid- 
| ding up the currency in the hope of 

securing a revaluation. (The banks 
would not have kept the levy pro- 
ceeds, but paid them over to public 
funds). Many analysts believed — 
probably correctly — that the nega- 
tive interest-rate system was too cum- 
bersome, too loophole-ridden and 
too indiscriminate ever to be used to 
good effect. But in practice the mere | 
threat of negative rates, combined 
with perceptions that the US dollar 
and trade deficit might at last both be 
bottoming out in the course of 1988, 
greatly reduced the fundamental fac- 
tors operating in the speculators’ 
favour, and the pressure for revalua- 
tion at least temporarily subsided. 

The exercise was above all an 
educative one in demonstrating how 
powerful a hold the Hongkong Gov- 
ernment exercises over the banks 
through the quasi-statutory Hong- 



































Nendick: gradual change. 
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foreseeable future. It leads to the question how far the move 
towards bilingual legislation is regarded as cosmetic, and 
how far it is real. The answer is probably half and half. 

It is to be hoped that the Governor: ncil in giving 
legal effect to the Chinese text of exis rdinances will 
adopt careful priorities so that laws w the lives of 
ordinary people will be tackled first; a ommunity will 
not be saddled at vast expense with: tatutes in 
Chinese which no one will look at — t perhaps a few 
scholars for vague academic interest ell into next 
century. D mE 



































kong Association of Banks (HK 
ments officialdom's historic view t 
maintaining the banking sector 
through regulation of its liabilitie 
assets (loans). That philosophy wa: 
rate wars of a quarter-century ago, 
the Hang Seng Bank as their bigg 
suaded regulators that they should 
deposits which they could not p 
(Hang Seng was rescued by Hong! 
vigorous health). Since then, the 
deposit-interest rates, and decla 
ings any change to the local benct 
Since every licenced bank must belon 
the cartel decides is what the custome il 
gets. If negative interest rates were to have been introduced, 
the HKAB would not only have had to police the system, it 
would also have had to pretend to likeit. 
Like virtually all cartels run with a modicum of common 
sense, the HKAB has ensured the distribution of a certain 
amount of money for old rope among its members. By pre- qo 
serving a “prudent” statutory spread between the cost ofi) 
funds and the return on loans, it has ensured that any bank | 
(like the modern Hang Seng) which took a rigorous approach || 
to credit assessment and overheads could coin a return on as- 
sets — after undisclosed transfers to inner reserves — com- | ; 
fortably in excess of the 1% which banks anywhere elseinthe | 
world would regard as a more than satisfactory performance. |. 
Perhaps the key long-term question for Hongkong's | 
banking system now, with the (hopefully) one-off banking | 
crisis of 1983-85 subdued and with 1997 looming, is whether |. 
the system of corporate paternalism and Heath Robinsones- 
que regulation which has prevailed — with the HongKong 
Bank and the government’s banking commissioner as its twin 
apexes — should or will in due course be replaced by a central 
bank or monetary authority. | : 
For the time being, agnosticism is 
the order of the day Hongkong’s 
Secretary for Monetary Aff. 
David Nendick said in a recent in 
view that there were "arguments 
and against a central bank ora mon 
tary authority," and that “one would. 
have to be convinced that whatever 
was to be changed would have to pro- 
duce something better than the pre- | 
sent system . . . rather than just as. | 
good as the present system." Nen- 
dick said it followed that ^any change 
would have to be gradual, and . . . 
would have to have the Pp of 
the financial community. We would 
not make changes merely because it 
was the fashion for such things to 
Les elsewhere." 
peaking at an international con- 
ference in March, T. W. O’Brien, a. 
HongKong Bank assistant general. 
manager, addressed the putative | 
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central bank question by saying that “as the bank charged 
with a few tasks which are performed by central banks in 
other countries, the HongKong and Shanghai Bank has no 
- hard and fast views on this issue. Ultimately it is for the gov- 
: ernment to decide." However, O'Brien concluded with a 
slightly greater flavour of partisanship, "the Hongkong econ- 
omy and its financial sector have performed well enough 
without one, and it is difficult to identify any central bank 
| function which is not already being carried out efficiently. 
- There is little evidence to support the need for such a major 
— and costly — change in the present system.” 

The crucial view ought to be that of China's drafting com- 
mittee, preparing the Basic Law (mini 
constitution) for post-1997 Hongkong 
which provides if anything an over-com- 
prehensive prescription for the political 
and institutional life of Hongkong in the 
minimum of 50 years of "no change" 
promised by the Chinese up to at least 
2047. But while the working level chap- 
ter drafts available as of mid-March 
have paid considerable attention to the 
detail of Hongkong's post-1997 fiscal re- 
gime (including commitments to low 
taxes, balanced budgets and limits on 
public-sector growth), they have of- 
fered very little of practical value in 
terms of provisions for banking and 
other financial markets. 

The draft Basic Law promises Hong- 
kong a convertible currency, “appro- 
priate measures" to maintain its status 
as an international financial centre 
and "free and open monetary po- 
licies," but with no mention of by 
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is, after all, China's central bank, and it is almost impossible 
to imagine the Hongkong affiliate not being as least as do- 
minant in Hongkong under Chinese sovereignty as the Hong- 
Kong Bank has been under the British regime. It will pre- 
sumably assume at least some of the government's foreign- 
exchange business which has been the HongKong Bank's 
sole preserve for the past century, and it can scarcely be de- 
nied the right to become a note-issuing bank alongside (or 
even in place of) Standard Chartered and/or HongKong 
Bank. 

But if the long-term future of Hongkong's banking sector 
is occluded in strategic terms, the recent past could scarcely 
have been brighter operationally, with interbank and funds 
and customer deposits all but free thanks to speculative in- 
flows, prime ranging, around 5-776, an 
economic boom yielding real growth of 
13.6% in 1987, the property-market 
firm, and a stockmarket boom which 
made it child's play for any bank or bor- 
rower to reconstruct its balance-sheet 
cheaply. One or two banks, able to re- 
sist anything except temptation, 
nonetheless lent too much money 
against too little security to clients who 
wanted to play the stock and futures 
markets round about early October, « 
found their own stockbroking sul 
sidiaries caught in the crash with a 
dustbin full of underwriting commit- 
ments. But these were rare. 

The best all-round performer was 
probably HongKong Bank itself, nimble 
despite its size, which hit the market for 
an earth-trembling rights issue on the 
upside of the market and then ploughed 
the money into US and UK expansion. 
HongKong Bank’s 14.9% stake in Bri- 
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what agencies or means these should be brought about. 

It may be that the Basic Law drafters D the politi- 
cal imperative of maintaining prosperity and stability pre- 
and post- 1997, and of avoiding any changes or shocks to the 
system as a consequence of the sovereignty shift, to rule out 
anything as innovative and radical as a central bank or mone- 
tary authority, and that by omitting it from the Basic Law 
they are in effect ruling against it. Alternatively it may be that 
they have little interest in the issue, or that they are keenly 
aware of the burgeoning power and influence of the Bank of 
China in Hongkong and have no desire to trespass on what 
they may perceive as the Bank of China's natural sphere of 
influence. 

The Bank of China's parent, the People's Bank of China, 


choice of suitor for a pre-1997 merger shifting its centre of 
gravity decisively outside Hongkong. but through some adroit 
and domineering public-relations work the bank has mapped 
out that strategy without attracting a breath of adverse politi- 
cal comment within Hongkong for having done so. 

All told, with HongKong Bank's geographical diversifica- 
tion, Standard Chartered's worldwide-asset striptease, the 
Bank of China's voracity and the approach of 1997, the out- 
look for the fundamental structure ofthe local banking sector 


can never have been less predictable. On the other hand, the 
banks are relatively well-placed-to cope. There can be no 
reasonable excuse for any locally-incorporated institution to 
be emerging from the mid-1980s weaker than it went in. 
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WHEN YOU WANT TO 
OPEN THE RIGHT DOORS 
IN CHINA, REMEMBER 
THAT OURS HAVEN'T CLOSED 
SINCE 1858. 








cum "Y 
j . e i jop ve 
[ILI] u escanas LZ 


In 1858, we ope ned a branch in Shanghai, to serve 
trade between China and the rest of the world. 

Long before any other Western banks opened 
branches, it had become so well-established that 
the Chinese gave it a name in their own language. 

(Even today in Shanghai, many people will 
be able to help you if you ask for directions to 
“Makalee”.) 

Perhaps even more remarkably, it has provided 
an uninterrupted service ever since it began. 

Today, it has been joined by offices in Beijing, 
Xiamen, Guangzhou, Shenzhen, Zhuhai and Dalian. 

Which suggests that when you need informa- 
tion and expert services to help you seize the 
burgeoning opportunities for business with today’s 
China, Standard Chartered is the bank you should 
talk to first. 

It also says a good deal about the depth of our 
involvement in the countries where we work all 
over the world. 

In China, Standard Chartered can offer you 
all the local knowledge, contacts and services to 
help you do better business. 

Put us to the test. Bring your toughest prob- 
lems to your nearest branch. 

You'll find an ever-open door. 


Standard £z Chartered 
STRENGTH IN Mmi ACROSS THE WORLD. 


DARD CHARTERED BANK. GPO B (8! t TOWER, THE LAN MARK 
5 QUEEN'S ROAD CENTRAL HON KONG TELEPH INE (5) 8422333 
ANDARD CHARTERED BANK, 6 BATTERY ROAD, SINGAPORE 0104. TELEPHONE: 2258888 
AZTEDEI , į DA A 


A LUMPUR, PENINSULAR MA 









































“IBM is willing to help so much. I’ve studied 
with IBM, and I’ve learned a lot.” 


— Mario Gamboa EDP Manager. Victory Liner. Inc.. Metro Manila. Philippines 
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One employee of Victory Liner didn’t 
show up for work at all in July, 1981. Or 
August. In fact, he didn’t show up for 
months. But when that employee returned 
to his desk in the accounting department, 
the boss didn’t ask where he’d been. He 
asked what he'd learned. 


"IBM has helped put us on the 
leading edge of inventory ` 
control. That gives us the 
advantage because we know the 
right time to order." 


Victory Liner, one of the Philippines 
largest bus transportation companies, had 
anticipated the need for greater efficiency, 
and understood the importance of finding 
a strong partner with which to grow. So 
they sent the employee, Mario Gamboa, to 
study at IBM Philippines Education 
Center. 


Victory was looking for results, and 
when Gamboa completed his training, 
they decided to put him and IBM to the 
test. The assignment: computerize 
Victory's operations and develop a 
comprehensive method to control its 
20.000-part inventory. 


We're in the results business 


"We've stayed with IBM because 
of IBM people. When other 
companies approach us, we 
don't think twice about it.” 


Backed by his training, as well as IBM 
people who offered continuing support, 
Gamboa installed a system that now saves 
Victory 20% on inventory carrying costs, 
yet ensures that necessary parts are always 
available. The system also allows Victory 
to process parts requisitions faster, so they 
can keep more buses ready to roll. 


"IBM is a partner. When people 
inquire about us, they don t ask 
for the computer section, they 

say, "Where's the IBM section? " 


IBM is now helping Victory in other ways. 
Tracking parts usage enables them to spot 
buses requiring service. Analyzing 
passenger counts allows them to predict 
demand. With service expanding and new 
buses being added, Victory Liner knows 
Mario Gamboa had a good teacher — and 
that they have a good partner. 
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Pleasant bars and restaurants abound at Copenhagen Airport. A likely new favourite is our new oyster and champagne bar. 
" 1 
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a 





When you re just plain tired, why not do the only sensible thing? Scanorama Lounge is n 


any exclusive boutiques. 





an twice its original size. 





Plenty of temptations line the Shopping Arcade. 


It is a bit odd, vou must 
admit. 

Airports are noisy. 

AIRPOR busy plac es, Here, it's 
nice and quiet. 

Airports sport cafeterias by the 
dozen. Here, youll find champagne 
bars de chic. exclusive restaurants 
and gastronomic havens galore. 

Airports offer business travellers 
cramped areas they call lounges. Here. 
all business travellers (at least those 
flying SAS) have a veritable business 
service centre at their disposal (called 
Scanorama Lounge)—complete with 
offices. telephones, telex, conference 
facilities, easy chairs, newspapers. 
cocktail lounge and more. 

Airports couldn't care less if vou 
have to wait a couple of hours for your 
connecting flight—or how you spend 
the extra time on your hands. Here. all 
scheduling is de signed to minimize 
waits. For example when vou arrive on 
the SAS Daylight Express. an entire 
armada takes off for a dozen odd cities 
in Europe within the hour. And when 
vou ve got a little spare time, there's 
our sauna or even sleeping cabins for 
your forty winks. 

Airports have a penchant for send- 
ing passengers on long expeditions 


just to change planes. Here, a com- 


puter makes sure connecting flights 
park close to each other. You only 
have to walk a few steps. 

Admittedly, Copenhagen Airport 
is an airport. Even though it has the 
uncharacteristic trait of being built 
for those it's meant for. People. 

If you want to enter Kurope the 
civilized way, we suggest you choose 
the airport that’s built for people. 





The ae eplttecsi s Airline 


SAS, BANGKOK 253-8333. HONG KONG 5-265978. KUALA LUMPUR 2426044 
JAKARTA 584110. MANILA 8100798. SINGAPORE 2251333. TAIPEI 7120138 
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Three is a crowd 


China and the Superpowers by Roy Medvedev. Basil Blackwell, London. 


US$39.95. 


oy Medvedev, renowned as the 

dissident Marxist historian of the 
Soviet Union, has set out in China and 
the Superpowers to interpret the falling 
out between the Soviet Union and 
China, and to place their past and cur- 
rent relations in an international con- 
text. Medvedev is well qualified to write 
on Sino-Soviet relations having carried 
out post-graduate study on China in the 
early 1950s, and closely followed rela- 
tions between the two countries ever 
since. The book is extremely valuable 
because it provides a rare ms fs into in- 
telligent Soviet perceptions of China. 

Medvedev completed the book just 
after Mikhail Gorbachov came to 
power, and already a Medvedev-style of 
thinking appears to have become part of 
the official Soviet approach to China. 
For example, Medvedev's opinion that 
the demarcation of the Sino-Soviet bor- 
der along the Ussuri River section was 
“manifestly unfair” has now been 
acknowledged by the Soviet side. 

A Georgian, like Stalin, Medvedev 
has written the most trenchant critique 
of Stalin's rule from within the Soviet 
Union, Let History Judge, published in 
the West in 1971. Medvedev joined the 
communist party in 1956 after the 20th 
Congress' denunciation of Stalin, and it 
was Khrushchev's rise to power which 
allowed Medvedev to gather the mate- 
rial for his book. 

Brezhnev soon put a stop to denunci- 
ations of Stalin and in 1969 Medvedev 
was expelled from the party when he 
protested to the editor of the journal 
Kommunist about the appearance of an 
article defending Stalin. Until recently 
he has remained a thorn in the side of 
the communist hierarchy in Moscow. 
Dismissed from his job in the early 
1970s, he survived on royalties received 
from his various books and articles pub- 
lished abroad. At times he has been 
threatened with imprisonment, the last 
being immediately after Chernenko's 
accession to power. Under Gorbachov, 
however, he appears to have become 
untouchable. 

At the heart of his latest book is the 
belief that China and the Soviet Union 
have a great deàl in common politically 
and economically. “For all the deforma- 
tions, distortions, personality cults, 
abuse of power and countless other la- 
mentable deviations from the socialist 
ideal, both the Chinese and Soviet 
peoples are far from abandoning that 
ideal in order to adopt some other sys- 
tem of values as the basis for their social 


life and activity. This circumstance con- 
stitutes the firm foundation, however 
cluttered up with garbage it might be, 
on which the development of Sino- 
Soviet cooperation will take place," he 
writes. us, whatever their an- 
tagonisms, the two countries remain 
systemically compatible. 

Medvedev's is a balanced assessment 
of Sino-Soviet relations. He  ac- 
knowledges Stalin's lack of enthusi- 
asm for the Chinese revolution. “The 
spectre of eastern Titoism seemed to 
Stalin a greater threat than the Titoism 
of a relatively small Balkan country." 
So while providing the new Chinese re- 
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public with considerable economic aid 
in its early years, the Soviets also in- 
sisted that Peking defer to Moscow on 
the world stage. This insistence was a 
key ingredient of the final split. 


O n the other hand, Mao’s own Stalin- 
ist learnings led him to see himself as 
the natural heir to the n: of the 
world communist movement after the 
death of Stalin. But as Medvedev com- 
ments: "It was not only Mao Zedong, 
but the entire generation of communist 
party leaders of the 1930s and 1940s, 
who were raised in the firm conviction 
that the world communist movement 
must have a guide, and that it should be 
the most experienced and authoritative 
of the communist parties, as well as the 
most authoritative, most ‘wise’ of all the 
leaders of the communist movement." 
Khrushchev's attack on personality 
cults was, therefore, a bitter blow for 


Mao. The Great Leap Forward of the 
late 1950s, designed as a rapid and new 

ath to communism, was part of Mao's 
bid for leadership of the communist 
world. This, combined with hostility to 
Khrushchev’s policy of peaceful coexist- 
ence (Mao believed in the inevitability 
of nuclear conflict between capitalism 
and communism), led to Khrushchev’s 
“hasty and politically ill thought out” 
decision, in Medvedev's words, to with- 
draw Soviet advisers from China in 
1960, and to the final split. 

The economic impact of the with- 
drawal of these advisers, claims Med- 
vedev, was greatly exaggerated, espe- 
cially by Mao who was able to blame the 
disasters of the Great Leap Forward on 
the Soviets, and pin a pro-Soviet label 
on his critics, such as Liu Shaogi, “the 
Chinese Khrushchev.” Thus, Moscow’s 
heavy-handed action helped strengthen 
Mao s power in Peking. 

Neither side comes off lightly 
Medvedev's analysis of the causes of the 
split, but he clearly has much more sym- 
pathy for Khrushchev's attempts at 
peaceful coexistence than Mao's mili- 
tant foreign policy rhetoric, and for 
Khrushchev's anti-Stalinism compared 
with Mao's praise for the dead dictator. 

But how does Medvedev explain the 
long standing and bitter differences be- 
tween these two states which he claims 
are united by systemic compatibility? In 
short he does not. But he is not alone in 
failing to resolve one of the central 
problems of any Marxist inspired theory 
of international relations. The 
capitalist-communist polarity has been 
a key axis on which world politics has 
turned for the past half century. 

But with the emergence of several 
communist states after 1945, nationalist 
conflicts quickly erupted between “eter- 
nal friends,” the most momentous being 
the Sino-Soviet split. Intra-commun 
conflict and disagreement becar... 
another key axis on which world politics 
pivoted. (Ironically, cold warriors were 
as reluctant to recognise the import of 
this split as many socialists; they 
thought it was a “commie trick.") 

To the extent that Medvedev is an 
orthodox Marxist he no doubt believes 
that the capitalist-communist divide is 
fundamental in the long run, but he also 
is sophisticated enough to recognise 
that the impulses behind current world 

litics are more intricate. Thus, the 

ey organising principle of his book is 
not the polarity between capitalism and 
socialism, but the triangular relation- 
ship between the major powers: China, 
the US and the Soviet Union. It is their 
mutual manoeuvring in pursuit of state 
interests, which in the case of the two 
superpowers also means state interests 
projected as global interests, which is 

the central thrust of this book. 
— Grant Evans 
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Garrulous Gorbachov 


Perestroika: New Thinking for Our Country and the World by Mikhail Gor- 
bachov. Harper & Row, New York. US$19.95. 


"T he purpose of this book," Gor- 
bachov tells us, "is to talk without 
intermediaries to the citizens of the 
whole world." Perhaps. That Gor- 
bachov felt compelled to accept the invi- 
tation from a US publisher to write the 
book is a measure of his ability to project 
a benign image as a new breed of Soviet 
leader. For even if he succeeds in turn- 
ing the Soviet system on its head, with- 
out Western (and Japanese) capital, 
technology and management expertise, 
Gorbachov's prospects of modernising 
the Soviet system range from slim to 
non-existent. 

Much of the material in this volume 
is a rehash of themes developed in 
speeches and comments made during 
his first 30 months in office. To his cre- 
dit, Gorbachov is brutally candid in de- 
scribing the inertia and decadence of the 
system. 

Gorbachov chides critics in the West 
who charge that socialism is the root of 
the problem, and that the way out is for 
Moscow “to adopt capitalist methods of 
economic management.” He proudly 
proclaims that what is needed is 
more socialism: “We will proceed to- 
wards more socialism, not away from 
I. 

Gorbachov clearly sees himself as 
the rightful heir to Lenin in whose name 
perestroika is being carried out, correct- 
ing the detours taken by Stalin and 
Brezhnev. Lenin's name is invoked at 
every turn as the inspiration for Gor- 
bachov's agenda. 

Yet for all the high-minded rhetoric 
about the restoration of socialism and 
democracy, the measures adopted 
under perestroika are about as socialist 
as the Rockefeller family. 


94 


As to foreign policy, Gorbachov's 
perception of Asia as "the area where 
world politics will most likely focus [in 
the] next century" is a telling example of 
how his foreign policy is an extension of 
his domestic policies. Beginning with 
his July 1986 Vladivostok speech, Gor- 
bachov has reoriented Soviet foreign 
policy towards the Pacific Basin. 

Clearly, one motive is the develop- 
ment of Siberia, a key source of largely 
still undiscovered natural resources and 
foreign exchange. But without foreign 
capital and technology, which Gor- 
bachov hopes to obtain from Japan, de- 
veloping Siberia appears exceedingly 
difficult. Similarly, détente with China 
is also crucial to creating a peaceful in- 
ternational environment in which Mos- 
cow can devote its resources to modern- 
ising its economy. 


B: the sordid legacy of Brezhnev 
is a major impediment to realising a 
Soviet role in Asia along the lines articu- 
lated by Gorbachov. That legacy in- 
cludes 53 divisions along the Chinese 
border, 115,000 troops in Afghanistan, 
$2 billion in aid to Vietnam and support 
for its occupation of Cambodia, and the 
militarisation of the northern ter- 
ritories, the four northernmost islands 
in the Kurile chain. 

Undoing this legacy is perhaps the 
litmus test of Gorbachov's “new think- 
ing.” In regard to Japan, there is no sign 
of any willingness to give back any of the 
northern territories — a precondition 
for changing the dynamics of Soviet-Ja- 
panese relations. 

But Gorbachov is inching towards 
resolving the other aspects of the 
Brezhnev legacy, such as China’s “three 


obstacles” to normalised relations. Re- 
cent developments suggest that Moscow 
is now ready to bite the bullet and with- 
draw its forces from Afghanistan. Simi- 
larly, the 10,000 troops withdrawn from 
Mongolia and Moscow’s acceptance of 
the Chinese position on the border of 
the Amur-Ussuri river hint that resolv- 
ing knotty border disputes may be 
around the corner. And even in regard 


| to Cambodia, the Soviets have at least 


subtly shifted their position, and now 
support a Sihanoukist “national recon- 


| ciliation" government. 


However, Gorbachov does not real- 
ly address these issues seriously in the 
book. His discussion of Afghanistan is 
almost an insult to the reader. “We were 
always on friendly terms with that coun- 
try," Gorbachov writes. 

Gorbachov does discuss the anti-nu- 
clear movement in the Pacific, which 
Moscow has championed. He admits 
that this is the same "charm offensive" 
unsuccessfully tried in Europe to block 
the deployment of Euromissles, an 
puts it in the context of his theme of nu 
clear disarmament. 

This emphasis on disarmament is 
central to his redefinition of Soviet for- 
eign policy, and if it is indeed more than 
a temporary respite from strategic com- 
petition, this new thinking may well 
alter the nature of the Cold War. “The 
arms race, just like nuclear war," Gor- 
bachov tells us, “is unwinnable." Gor- 
bachov goes so far as to make the rather 
Utopian assertion that, "Security.can no 
longer be assured by military means . . . 
Attempts to achieve military superiority 
are preposterous.” 

If we are to believe Gorbachov, he 
has redefined the Leninist notion of 
“peaceful coexistence.” At the 27th 
party congress, Gorbachov explains, 
“We deemed it no longer possible to re- 
tain the definition of peaceful coexist- 
ence of states with different social sys- 
tems as a specific form of class strue- 
gle." Thus, in the world according ! 
Gorbachov, competition between th. 
superpowers has to be limited to the 
economic, political and ideological 
realms, occurring in *a framework of 
peaceful competition.” 

However rosy this may be in the long 
run, in the short run it has only meant a 
transparent effort to try to weaken US 
alliances with Europe and similarly in 
the East, to try to drive a wedge be- 
tween the US and Japan, Korea, China 
and Asean. All this adds up to a new 
challenge to Soviet adversaries. Gor- 
bachov is only credible to the extent that 
he undoes the legacy of Brezhnev. Mos- 
cow will gain legitimacy in the Pacific 
Basin, for instance, when Soviet troops 
leave Afghanistan, when Vietnamese 
troops leave behind an independent 
Cambodia, when 20 or 30 divisions of 
the Red Army along the Chinese border 
are demobilised, and if Moscow refrains 
from new adventures. 

— Robert Manning 
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COMPAQ personal computers offer far more than 

advanced, high-speed microprocessors. Each offers a 
combination of innovative features which work with 
the processor to maximize overall system performance. 
So there's nothing to slow you down. 

Take system architecture, for example. The 
COMPAQ DESKPRO 386/20 and COMPAO PORTABLE 
386 are built around an advanced 32-bit concurrent bus 
architecture which exploits the speed of the computers' 
20-MHz 80386 microprocessors. Two buses — one for 
memory and one for peripherals — eliminate information 
bottlenecks, allowing each component to run at its 
maximum speed. This ensures the highest system 
performance without sacrificing compatibility with 
industry-standard hardware and the world's largest 
library of business productivity software. 
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Similar performance enhancements are engineered 
into each subsystem of every COMPAQ personal 
computer. Each component is then optimized individually, 
yet designed to work as part of the total system. 

For instance, COMPAQ Fixed Disk Drives deliver 
both high capacity and high performance. You can install 
up to a 300-megabyte fixed disk drive in the COMPAQ 
DESKPRO 386/20 and up to a 100-megabyte drive in the 
COMPAQ PORTABLE 386. More importantly, you can 
get to that data almost instantly thanks to some of the 
industry's fastest access times — averaging less than 30 
milliseconds. When you combine this speed and capacity 
with disk caching, the result is the highest- performance 
storage subsystem in the industry. To take it one step 
further, Compag helps you protect that data with internal 
high-speed fixed disk drive tape backup systems. 


*Based on an independent study of major brands. COMPAQ”, COMPAQ DESKPRO 386' and COMPAQ DESKPRO 286" are registered trademarks of Compaq Computer Corporation 
*Registered U.S. Patent and Trademark Office. COMPAQ DESKPRO 386/20™ COMPAQ PORTABLE 386™ and COMPAQ PORTABLE III™ are trademarks of Compaq Computer Corporation 


e HONG KONG, Microware USA Ltd., Phone: 5-471289, Telex: 89586 * INDONESIA, EMKOM, Jakarta, Phone: 21-6000076, Telex: 63651 
* MALAYSIA, Microcomputer Centre, Petaling Jaya, Phone: 03-7188332, Telex: 37830; Microcomputer Centre, Penang, Phone: 04-372362; 
Microcomputer Centre, Ipoh, Phone: 05-507317 * PAKISTAN, Computer Graphics & Systems, Lahore, Phone: 042-871546, Telex: 47001 

e PEOPLE'S REPUBLIC OF CHINA, Computerland China, Beijing, Phone: 5128330, Telex: 211161; Computeport Ltd., Hong Kong, 
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Another graphic example of Compaq total system 
performance comes from the COMPAQ Video Graphics 
System. This system supplies VGA graphics with high- 
resolution COMPAO Color and "rele aedi Monitors 
along with speed enhancements from the COMPAQ 
Video Graphics Controller Board. When the board is 
used in a 16-bit slot, it makes screen updating 5096 faster 
than the IBM* PS/2™ Video Graphics Array and other 
comparably equipped systems. 

Uncommon performance innovations like these 
are common to all COMPAQ desktop and portable 
personal computers. That's clearly why each one is the 
best in its class, and why together, they represent the 
most powerful line of personal computers in the world. 
That's also why Compaq consistently earns the highest 
performance and quality ratings from computer experts. 


And unsurpassed satisfaction ratings from computer 
users." 

Any computer can use a fast microprocessor. But it 
takes high-performance subsystems surrounding the 
processor to achieve the highest system performance 
in the world. The kind achieved by Compaq. 

For more information about Compaq personal 
computers in Asia, see the list below. 
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If Deutschmark investments are part 
of your pension fund strategy, you are 
familiar with the variety of DM instru- 
ments available. 

But, there are subtle differences 
in yields, liquidity, maturity, and depth 
of the market. There are yet other 
considerations which may require 


tailor-made solutions. Our experts 
would like to talk to you about them. 
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Banks scramble as Japan ends the small saver’s tax break 


Conflicting accounts 


By Nigel Holloway in Tokyo 


T competition in Japan's ¥638 
trillion (US$5.1 trillion) savings 
market is intensifying. The abolition of 
tax exemptions on most forms of per- 
sonal savings, called the maruyu sys- 
tem, will remove some of the unfair ad- 
vantages enjoyed by banks and the Post 
Office. They will now have to fight 
harder to prevent securities houses and 
insurance firms — and a few foreign in- 
stitutions — from taking the spoils. 

The amount of money involved is so 
large that even small changes in prefer- 

e can have a big effect. The pool of 

ings, for example, is greater than 
wat for the whole of Western Europe. 
Japan’s postal-savings bank alone hi 
more money on deposit than does West 

Germany's entire financial system. 

| Since the Meiji Restoration, Japan's 
financial system has been geared to- 
wards the transfer of savings from indi- 
viduals to investment in industry. To 
this day, the Japanese remain among 
the world's biggest savers — to provide 
for a house and an education for their 
children and to secure a comfortable old 
age. 

As if these were not strong enough 
incentives, a system of tax breaks for 
small savers was introduced in 1963. 
Until 1 April, investors could earn tax- 
exempt income on a total of € 14 million 
in savings. Up to ¥3 million could be 
deposited in tax-free bank accounts, 
another ¥3 million in postal savings, ¥3 
million more in government bonds and 
vet another ¥5 million in special ac- 

nts for buying a house. 

sapan no longer needs those tax 
breaks. It is not that people save too 
much, but the country invests too little. 
The system has spawned tax evasion on 
a huge scale. The National Tax 
Administration Agency says that 
¥ 1.48 trillion was lost to the gov- 
ernment in the year ended June 
1987 because people tucked more 
money into maruyu accounts than 
they were entitled to. * 

The simplest method was to 
open a new account when the ¥3 
million limit was reached. Post- 
masters and bank managers would 
ring up their deposit-holders to in- 
form them when they were reach- 
ing the ceiling. By September 
1987, a total of ¥ 295 trillion had 
accumulated in maruyu accounts, 
46% of total personal savings. 

From 1 April, savers will pay a 
flat 20% rate of tax on their in- 
terest income, bringing in X400 
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Depositing money at the post office. 


WHERE JAPANESE SAVERS 





REVIEWDIAGRAM by Andy Tang and ivan Kwong 


billion in revenue for the government in 
the first year and * 1.6 trillion by 1996, it 
is forecast. This is little more than a 
guess, because maruyu has not been 
completely abolished and loopholes will 
still exist. Deposits held by working 
single mothers, the disabled and those 
over the age of 65 will remain tax- 
exempt, so there is nothing to stop 
people from opening accounts in the 
name of an elderly person. A total 
of perhaps ¥60' trillion in these ac- 
counts will stay outside the tax 
net. 

This still leaves a lot of money that 
was formerly in maruyu accounts to be 
fought over by the world’s largest finan- 
cial institutions. They have battalions of 
salespeople who have spent the past six 
months trying to persuade their custom- 
ers to shift their savings or to keep them 
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where they are. About 350,000 life-as- 
surance agents have been knocking on 
doors. Among stockbrokers, Nomura 
alone has 2,500 salespeople; the top five 
city banks have more than 10,000 out on 
the streets. The postal-savings bank em- 
ploys 9,000 for the job. 

Opinion surveys vary widely as to 
how the changes in the maruyu system 
will affect saving decisions. A poll by a 
subsidiary of the newspaper Nihon 
Keizai Shimbun says that 61% of re- 
spondents would use some of the money 
from maruyu accounts to buy stocks; 
58% were attracted by lump-sum en- 
dowment policies. 

Another research agency found that 
more than 90% of investors had not de- 
cided where to shift some of their sav- 
ings. The new tax may not even encour- 
age people to consume more and squir- 
rel away less. Preliminary figures show 
that total savings rose by 11% last year 
despite strong consumer demand. 

Since there is no incentive to main- 
tain several small accounts, customers 
will be consolidating them into one. 
This will cause savers to think afresh 
about where they put their money, says 
Robert Zielinski of stockbroker Jardine 
Fleming. The end of tax breaks will ac- 
celerate a trend seen since interest rates 
began falling as long ago as 1980: an in- 
crease in demand for higher-yielding, 
longer-term instruments. 


que struggle to offer the most attrac- 
tive savings product is raising the 
cost of funds, too. This is putting more 


, and more pressure, in turn, on the gov- 


ernment to deregulate interest rates of- 
fered on deposits of less than ¥50 mil- 
lion and money-market certificates of 
less than ¥10 million. City banks 
currently offer only 0.2196 in- 
terest on an ordinary savings ac- 
count and, like the postal-savings 
bank, 2.71% on a one-year term 
account. 

This leaves them vulnerable to 
competition from other types of 
banks, securities firms and insur- 
ance companies — all of which are 
less constrained about the rates 
they can offer. On the face of it, 
stockbrokers are in the best posi- 
tion to increase their market 
share. Japanese shares are only a 
whisker away from their all-time 
highs and the brokers' investment 
trusts could improve their perform- 
ance quite easily by simply not 
allowing them to be dustbins for 





bad share issues. Since the stockmarket 
crash in October, sales of stock-invest- 
ment trusts are running at about half the 
rate of the previous nine months. 

Prospects for such trusts have been 
harmed by the recommendation of the 
government's Tax Council on 25 March 
that capital gains from securities trans- 
actions should be taxed more heavily. 
At the moment, the tax only applies if at 
least 50 transactions are made for 
200,000 or more shares a year. In 1986, 
only 186 people paid capital-gains tax. 
The council has not specified how it 
would be levied, but the impetus behind 
such a reform is stronger than before. 
Salaried workers are grumbling more 
about the disparity in taxes between 
earned and unearned income. 

If a capital-gains tax is implemented, 
this could throw the spotlight on insur- 
ance companies, which have benefited 
from more favourable tax treatment. 
Sales of five-year lump-sum endowment 
policies have boomed since 1984 be- 
cause of their high yields. Demand fell 
in the final quarter of 1987, when it was 
learned that these would also be subject 
to a 20% tax. Instead, 10-year endow- 
ment policies have surged in popularity 
because they will be tax-exempt if di- 
vidends are ¥500,000 or less. The 
Ministry of Finance (MoF) has asked 
them to stop advertising the tax advan- 
tages of these products. 

The hardest battles, though, are 
likely to be fought between and among 
retail banks and the postal-saving 
system. The former, at least, has more 

roducts to offer than the Post Office. 

ich depositors can put all their ac- 
counts together and earn market rates 
of interest on deposits of ¥50 million 
and above. Money-market certificates 
are being offered at the same rate for 
one month as for one year in order to 
beat their rivals. "The banks are too 
competitive," an MoF official says. Old 
habits, like taking deposits regardless of 
the cost, die hard, he adds. 

But retail banks say that their ability 
to compete against the trust banks, the 
brokers and the insurance firms is hin- 
dered by the special privileges enjoyed 
by the postal-savings network. Deregu- 
lation of smaller deposits will be the 
biggest single step in the reform of the 
savings market, because these accounts 
comprise roughly half of all deposits. 
The move is being firmly resisted by the 
Ministry of Posts and Telecommunica- 
tions (MPT) which runs postal savings. 
The power of the ministry is closely re- 
lated to the size of its own bank, so it 
does not intend to give an inch if it can 


help it. 
The postal-savings bank's deposits 
totalled *€ 109 billion as of March 1987, 


about four times larger than Japan's 
(and the world's) biggest commercial 
bank, Dai-Ichi Kangyo. The post office 
has soaked up cash by dint of its 23,000 
branches throughout the country. It 
also offers a most attractive product, 


WHERE TAX-FREE MARUYU 
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REVIEWDIAGRAM by Andy Tang and Ivan Kwong 


teigaku (literally, “fixed amount,” re- 
ferring to the requirement that the same 
amount be deposited monthly) deposit 
certificates, which alone account for 
91% of the bank’s liabilities. 

The beauty of teigaku certificates for 
the saver lies in the fact that the postal- 
savings bank guarantees to pay a con- 
tracted rate for the full 10-year life of 
the certificate, yet there is no penalty 
for withdrawal after six months. If in- 
terest rates rise, people can withdraw 
their money and redeposit it at the 


higher rate. 
piscem influence is not the 
only thing at stake. There are 
18,000 “special” post offices, for whom 
the job of postmaster has often been 
handed down from father to son since 
the 1870s. They are a power in their 
local communities and a bedrock of sup- 
ort for the ruling Liberal Democratic 
Party. The postmasters or their sales- 
people receive a collecting allowance, 
whose size varies depending on the 


LOW RETURNS FOR 
JAPANESE SAVERS 
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amount of deposits solicited. The post- 
masters' hands are strengthened by the 
fact that almost all the money they col- 
lect goes straight into the coffers of the 
Trust Fund Bureau of the MoF to pay 
for things like roads and hospitals. 

There are two sticking points be- 
tween MPT and the MoF, which wants 
to level the playing field between the 
banks and postal savings. The first is to 
ensure that they all follow the same for- 
mula for setting interest rates on small 
deposits (the maximum size of postal 
deposits has been increased to X5 mil- 
lion from 1 April). This looks easier to 
agree on than the second point: the 
terms offered to teigaku depositors. 

MPT wants both to keep the 
teigaku’s attractions and to tie it to other 
market rates. It argues that banks and 
insurance companies have plenty of ad- 
vantages already and that those of 
postal savings merely even up the score. 
Banks offer three-year term deposits, 
for example, which can be withdra 
after a year providing notification 
given a month in advance. But this ruc 
is Said to be widely disregarded. 

Deregulation is weakening the 
MPT's bargaining power. The amount 
of new deposits minus withdrawals from 
postal savings has fallen in almost every 
year since 1978, as customers put their 
money in higher-yielding accounts. A 
lot of teigaku deposits were placed in 
1980 when the interest peaked at 8% , so 
these will mature in two years' time. 

The answer for the postal-savings 
system is to become more like a bank 
and less like an arm of the ministry. It 
makes only a tiny number of loans 
which are fully secured by postal de- 
pes and the service could quite easily 

e expanded. Customers can now trade 
government securities through the Post 
Office. The rate paid by the Trust Fund 
Bureau to the postal-savings bank is no 
longer administered but linked to the 
coupon on 10-year govern- 
ment bonds. 

In addition, it has been 
lowed since June 1987 to 
keep some of its deposits to 
invest in marketable sec- 
urities, including foreign 
ones. The amount allocated 
for this purpose in the year to 
March 1988 was ¥2 trillion, 
rising to ¥ 15 trillion by 1992. 

The privatisation of such 
an efficient pseudo-banking 
network is the logical result 
of these steps. Indeed, 
former prime minister Ya- 
suhiro Nakasone’s advis- 
ory council on privatisation 
almost included it in its list for 
sale. But this is still a long 
way off. If the government 
can agree on the deregula- 
tion of small deposits first, 
Japan's financial system will 
look a lot less cossetted than 
it does now. oO 
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Hongkong prepares to tighten insider trading and disclosure laws 


By Christopher Marchand in Hongkong 

|? the next few months, the Hongkong 
Government will outline a tougher 

set of proposals to combat insider trad- 


ing. Penalties are likely to be drastically 


increased, and the definition of insider 
trading tightened to focus on the know- 
ing abuse of market-sensitive informa- 
tion. But because of divided counsel, in- 
sider trading is unlikely to be made a 
criminal offence. 

. At the same time, the government 
plans to back such measures by enforc- 


| ing wider public disclosure of company 
|. shareholdings. A new law scheduled for 
| enactment at mid-year would unveil 
+ who is behind nominee shareholdings. 


would include stronger investigatory 
and punitive powers to reveal a 
shareholder’s identity. 

Government sources, speaking off the 
record to the REVIEW, 
point out that the 
Standing Committee 
on Company Law and | 
the Securities Commis- 
sion agree that sanc- 
tions against insider 
trading should be stif- 
fened. However, mem- 
bers of both bodies are 
split on the question of 
criminalisation. 

Similar divisions are 
reflected in the new 
stock exchange man- 
agement committee. De- 
puty stockmarket chief 
executive Susan Sel- 
wyn, who was brought 
in. from the London 

ock Exchange in Jan- 


-uary, supports the criminalisation of in- 


sider trading. But the same week that 
her opinion was made public, an un- 
signed stockmarket position paper ar- 
gued for the route of civil sanctions. 

At present, insider-trading cases in 
Hongkong are heard by a three-mem- 
ber tribunal appo in the name of 
the governor. The tribunal merely has 
powers to name culpable insider deal- 
ers, and investigates cases referred to it 
by the financial secretary and the Sec- 
urities Commission. Since its inception 
in 1983, the tribunal has found only 
Cheung Kong chairman Li Ka-shing 
and fellow group executives culpable of 
insider trading. 

Government sources agree that 
criminalisation would underline the 
serious nature of insider trading. 
Criminalisation would also conform to 
international practice, notably in the 
US and Britain. But insider trading has 
been difficult to prove. The conviction 
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rate in Britain has been less than 5%, a 


Hongkong Government source said. In 
the US, a "distasteful" element had 
crept into insider-trading enforcement, 
as those most guilty of insider trad- 
ing had appeared to "shop" the small- 
er fry in exchange for lenient sen- 
tences. 

The alternative is to go the tribunal 
route. The new law could strengthen its 
powers of inquiry by the right to impose 
sanctions, including imprisonment, for 
refusal to testify. The hope is that wit- 
nesses would cooperate more closely if 
they could not plead that they could in- 
criminate themselves if they give tes- 
timony in open court. A tribunal could 
enjoy more "flexibility" in pursuing in- 
quiries when not bound by the strict 
procedures of a court hearing. 

The tribunal would 
also acquire the right to 
impose sanctions for in- 
sider trading. Securities 
dealers found guilty 
could be banned from 
trading in the market 
(that is, restricted from 


sion); guilty individuals 
could be prohibited 
from being directors 
of affected private or 
public companies; in- 
dividuals enriched by 
insider trading could 


| their profits; 
£| parties could have to 
pay the cost of the 
tribunals investiga- 

The government would argue that 
these penalties are substantial, and that, 
save for imprisonment, are the same as 
would apply if insider trading were a 
criminal offence. The government sees 
further merit in the tribunal approach, 
as cases can be heard by a judge and 
two “financially articulate” assess- 
ors. A criminal trial by jury may not 
be the most appropriate forum before 
which to argue complex commercial 
cases. 

In tandem with these measures, the 
government would narrow the defini- 
tion of insider trading, as was proposed 
in the tribunal finding against Li and fel- 
low Cheung Kong executives. Insider 
trading would become an offence when 
market-sensitive information, which 
was kept secret, was knowingly traded 
on to the detriment of other parties, 

The concept of insider trading by 
omission or negligence could be 
excluded. On this basis, Li might not 


| practising their profes- 


| be forced to disgorge 
guilty 
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have been found culpable. The grounds 
for court appeals against the tribunal's 
rulings might also be broadened. Ap- 
pellants could argue. against the merits 
of the tribunal’s findings, as opposed to 
the present circumsc sis of seek- 
ing a court review Oi 

law. oe 
But enforcemen: 
rules is the c 
flaws, the pre 
trol insider. 
utilised, and 
toughening t 
left idle. 


insider trading. 
sider trading : 
Cynics might.n 
said uen l 


trading on an 
of which. a 


Lords found a- 
obstruction of just 
veal his sources to Dep 
investigators pursuit 
insider trading. The 
become the first pe 
be jailed on inst 
charges. But the leg: 
stifle initiative in E 
important market ni 


more sophistica 
| sider trading 
government is 
introduce a la 
sure. In May las 
ublished a an 
ic disclosure of 
of more than 
shareholdings by | 
company executives c 
affect more than 196 o 
share capital must be repi 
five days. 
The measures are backed 
to investigate any corporat 
ing, and to suspend a shar 
beneficial rights, if the shareholder 
identity is not known. The bill is still 
under consideration, but Secretary for 
Monetary Affairs David Nendick says 
its principles have not been diluted. He 
hopes that it will pass into law before th 
Legislative Council goes into recess. 
July. That would cap a 14-year effort b 
the government to pass shareholding- 
disclosure legislation in Hongkong. 

The onus on directors and large. 
shareholders to report shareholding 
changes in five days could go a long way 
to obviate insider trading. 





To fit the cloth 


: By Louise do Rosario 


I" aced with another deficit, China 
= has announced an austerity budget 
-with minimal spending growth in expen- 
: diture to match stagnant revenue gains 
— the latter the result of continued un- 
profitable state enterprises. These en- 
terprises remain the major source of 
taxes, while subsidies to them (and to 
some workers) constitute the single 
largest budget burden. 

_ To generate more taxes, the govern- 
ment needs to broaden its current nar- 


“also need to become more efficient and 

subsidies will have to be reduced. All 

these point to more reform which, ironi- 

cally, has been delayed and made dif- 

-ficult partly because. of the continued 
subsidies. 

The subsidies severely restrict Pe- 
king's ability to provide more for other 
vital sectors or,to introduce reforms 
which require tax concessions or gener- 
ous capital outlays. The budget is now 
sandwiched between evolving market 
forces, which have unleashed new com- 
petition, and traditional recipients of 


subsidies. Huge financial resources are | 


devoted to propping up ailing state 
factories. Urban residents, too 
despite their higher income — want 
continued subsidies for food and other 
services. 

In his annual budget speech to the 
National People's Congress (NPC) on 
26 March, Finance Minister Wang Bing- 
qian underscored the dilemma: “Our 
economy is still in a transitional period 
... and will require time to achieve a 
marked rise in economic results . . . it 
therefore will be hard to eliminate the 
deficit within the next two to three 
years." 


P 


Operating on a tight budget, Peking 


=| is putting a lid on most expenditure and 
¿| giving more only to the most urgent sec- 
| tors. These sectors are additional ag- 
riculture inputs and more food sub- 
sidies, both of which are short-term sol- 

«| utionsto inflation. 
e Wang forecast a calendar-year 1988 
=] deficit of Rmb 8 billion (US$2.1 bil- 
| hon), close to the Rmb 8.03 billion def- 
» | icit for 1987. Revenue and expenditure 
| are forecast at Rmb 255.45 billion and 
| Rmb 263.45 billion, respectively, just 
.| under 9% growth for both but near zero 

when adjusted for inflation targets. 

Unlike most countries, China counts 
| foreign loans and treasury-bond sales as 
revenue. Were both excluded, the 1988 
^| deficit would. be Rmb 24.62 billion. 
| That is still a minor amount, equal to 
about 2.1% of this year's target GNP. 
Peking can easily continue to finance 








: row revenue base. The state sector will 












. China ducks the issue of subsidies by cutting expenditure 


the deficit through central-bank over- 
drafts and borrowing from compara- 
tively rich local authorities. 

China’s budget has been in the red 
every year since 1979 (except 1985), 
which is considered a small price to pay 
for its fast-developing economy. While 
most of the deficits have been small, 
they have been highly visible and oft- 
criticised by NPC delegates who as- 
sociate deficits with inflation. | 

With the public particularly sensitive 
about price rises, the central govern- 
ment had to shelve at least two unpopu- 
lar revenue-raising proposals, accord- 
ing to well-informed sources. One was 
to decontrol grain prices over a five- 
year period in certain grain-surplus prov- 
inces. The second was to introduce a 
sales tax for many products. 

Instead, the government will pay out 


Drying grain: more subsidies. 


higher subsidies despite its fiscal straits. 
Enterprise and price subsidies — the 
two major categories of subsidies visible 
in the budget — are to grow to Rmb 40.7 
billion (8.3% more than 1987) and Rmb 
35.83 billion (2276), respectively. To- 
gether, they account for a third of pro- 


jected spending. 
Mies of the price subsidies will be 
spent on grain and other farm pro- 
ducts, where shortages have caused the 
latest bout of inflation. One Chinese 
economist who opposes food subsidies 
in particular said: “We must do some- 
thing quickly to stop filling this bottom- 
less pit of subsidy.” 

The drain on national finances 
caused by subsidies has become more 
visible since 1985, when subsidies began 
to be separately listed rather than being 
lumped with other items in the budget. 
For the years 1986-88, enterprise and 
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price subsidies will grow by an annual 
average of 14.7%, exceeding overall 
revenue growth. — 

One bright spot on the spending side 
is a decline in budgeted capital construc- 
tion. For the first time since the last 
major economic re-adjustment in 1981- 
82, this category pi to Rmb 61.2 
billion last year — 6.8% less, compared 
to the average growth of 19.2% in 1984- 
86. Wang budgets a low 3.4% growth 
this year. | 

To boost falling agricultural produc- 
tion, the budget will provide Rmb 15.38 
billion (up 14.6% ), the highest increase 
among the categories. There will be tax 
concessions to local rural authorities, 
higher state-purchasing prices for cer- 
tain agricultural products, cheaper 
foodstocks for breeding pigs and also 
price subsidies for sugar. 

To compensate fixed-income earn- 
ers for rising prices, there will be higher 
bonuses and food subsidies for those 
employed in public institutions. These 
concessions will cost the governmen 
another Rmb 7 billion. 

Other categories — such as defence 
and government administration — have 
negligible growth, as Wang expects lit- 





tle improvement in revenue this year. 
The government will issue Rmb 9 
billion in treasury bonds and borrow the 
equivalent of Rmb 12.8 billion overseas. 
Tax receipts, which make up about 
96% of domestic revenue (the bulk 
coming from state enterprises), have 
lagged behind overall economic growth. 
In 1987, GNP grew 9% to Rmb 1.09 tril- 
lion, but tax receipts grew by a pitiful 
Rmb 7 billion, or 3.6% over 1986. And 
even in that small amount, Rmb 2-3 bil- 
lion came solely from stricter adminis- 
tration, rather than from state-enter- 
prise profits. At the same time, enter- 
prise subsidies (mostly to state enter- 
prises) grew by 16.3% — while indus- 
trial-output growth trailed at 14.6%. 
However, the contract-management 
responsibility system introduced in 
April 1987, which was designed to arrest 
the decline of the state sector, has 
started to produce results. 
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For little more than the cost of a single nig it 
Beijing hotel, you can have two books vi 
anyone doing business with China. 
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China Year-Book 1987 Together these two classics 
The People’s Republic of China Year- will bring you all the - Trade 
Book 1987 is not only fascinating reading : : : China's trad 
for those with social and culturalinterestsin | information about China | reg world 
China, but an essential reference for you will ever need to know: | opportuni 
people with business dealings in the | country re 
counu € Thousands of pages of detailed | potential - 
What is it? data examining the changing face of equivalent 
This classic volume with over 750 pages China. | And yet, da 
| singularly offers the most complete guide — | | economy na 
to every aspect of life within China * Expositions, speeches and articles and unreliab 
 :-: available today. Its contents range from | contributed by authoritarians, Now, there. - 
"the people and culture to. economics, pertaining to the exciting market encapsulates Oa 
nance, trade, politics, education, science potential and business opportunities businessman ith 
-ad technology. Plus countless other avallable in China. China - The m 
subjects covered in precise detail. | | Foreign Econon rade. 
Itis the culmination of thousands of hours > Hundreds of photographs and What is it? one 
in research invested by the New China | illustrations of interest. The Almanacs nik data 
News Ltd., . professionals who know the | Peat a p contributed : e 
country intimately. The result is a ° Two systematic and valuable authoritarian ; 
cyclopaedia of unparalleled insight and | references for those with business from Chin 
information. | dealings in China. and Trade epa 
X. Who needs it? extensive and de 






laid-out for eas 


If you have any interests in China at all | 
ae vital I inform 


then you'll find the People's 
Republic of China Year-Book 
1987 to be an essential 
companion. And, because 

it is completely indexed, it 

is a particularly helpful 
reference for students, 
professors and people conducting 
business in or with the country. - 
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By Frances Williams in Geneva 


[n what appears to be an important 
W shift in tactics, the US is increasingly 
turning to the General Agreement on 
Tariffs and Trade (Gatt) for backing in 
| its battles against alleged unfair prac- 
_ tices by its trading partners. 
A recent Gatt disputes panel ruling 
. against Japanese import restrictions on 
. a range of farm products, which were 
|. judged to breach Gatt’s fair trade rules 
. (REVIEW, 26 Nov. '87), has encouraged 
the US. Now the US is threatening to 
haul Tokyo before Gatt over Japan's 
|]. commercially far more important curbs | 
^]. on imports of beef and citrus fruits. The 
_ | US wanted all quota restrictions scrap- 
ped when its four-year agreement with 
Japan expired on 31 March. Tokyo said 
it was prepared only to negotiate an in- 
crease in US sales. 

At the March meeting of Gatt's gov- 
erning council, US Ambassador to 
Gatt Michael Samuels had said the US 
would call for an emergency session of 
the council in early April if accord was 
not reached by the end of March, pre- 
sumably to discuss the setting up of a 
formal disputes panel. The US move 
was backed by Australia and Argentina, 
both important beef producers with an 
interest in the Japanese market. 


US officials point out that American | 


oranges and grapefruit cost twice as 
much in Tokyo as they do in 
Washington D.C.; beef is four times as 
expensive. "It seems to us [that] Japan- 
ese consumers should have the opportu- 
nity to purchase goods at a much more 
reasonable price," says US Agriculture 
Secretary Richard Lyng. 


The US turns to Gatt to solve its trade problems 


The US currently sells some US$750 
million of beef and about US$150 mil- 
lion of citrus fruit a year in Japan. The 
Department of Agriculture reckons that 
without quotas beef sales could double 
within three to four vears while citrus 
sales would rise substantially. 

The US decision to take the dispute 
to Gatt comes very late in the day, and 
follows months of inconclusive negotia- 
tions. Trade diplomats in Geneva inter- 
preted it largely as a tactical ploy to 
exert maximum pressure on Japan be- 
fore the end-March deadline. At the 
same time, however, it also marked an 
acknowledgment by the US that re- 
course to international disputes settle- 
ment can sometimes succeed where the 
exertion of bilateral muscle-power has 
failed. 

Two years ago, 
US trade officials 
had scarcely a good 
word to say about 
Gatt's disputes pro- 
cedure, which they 
said was too slow- 
moving and ineffec- 
tive in getting trade 


culprits to mend 
their ways. Much 
of this hostility 


was generated by 
the long-running 
wrangle with the 
EC over pasta, 
where the disputes 
panel report admit- 
ted different in- 
terpretations of de- 
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cidedly. fuzzy Gatt rules. 















In US eyes, 
it is allowed the EC to wriggle off the 
hook. 

Since then, however, the panel pro- 
cedure has been speeded up. A spate of 
rulings over the past year or so has 
shown that where Gatt rules are unam- 
biguous the procedure is quite capable 
of delivering clear verdicts which have 
been accepted, albeit reluctantly, by the 
culprits. 

The Gatt contains a general prohibi- 
tion on quantitative import restrictions, 
subject to certain strictly defined excep- 
tions. The Gatt panel investigating Ja- 
panese restrictions on 12 categories of 
farm imports found that the exceptions 
did not apply in 10 of these. This prece- 
dent suggests that the US has a strong 
chance of winning its suit if it decides to 
pursue the panel route on peel and cit- 
rus fruits. 


Fre access to the Japanese market 
for beef would be a major boon to 
Australia. Japan is its second-bigges 
market after the US, with annual sale. 

now worth some US$300-370 million. 





American cherries on sale in Japan: curbs on import 
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'Make us do it 


Tokyo politics confuse a dispute on farm imports 


By Charles Smith in Tokyo 





Gatt, 


Dor of Japan's imports 
of beef and citrus fruits over the next 
three to four years now appears a 
foregone conclusion, but bitter divi- 
sions exist over the means. Ironical- 
ly, the young turks of the ruling Li- 
beral Democratic Party (LDP) sub- 
committee on farm problems would 
apparently like to see the issue settled at 
the arena also favoured by 


Washington for a showdown. At first 
sight, the LDP position is curious as 
Japan appears to have no chance of ob- 
taining a ruling which would allow it to 








ana 


continue with its existing quota system. 
Officials at the Ministry of Agricul- 
ture believe Japan should announce its 
willingness to end the existing import 
quotas on beef and oranges, and then 
negotiate with the US on the details of a 
programme of support payments for 
farmers which would take much of the 
pain out of the liberalisation process. 
However, the Gatt alternative is pre- 
ferable, the party argues, because it 
would spare Japan the humiliation of 
submitting to “high-handed” US de- 
mands for import liberalisation. If the 


government voluntarily concedes the 


case for quota removal, LDP par- 
liamentarians from rural areas expect 
to lose support from the farm coopera- 
tives which provide the cash and votes 
needed to win elections. 

This could cost the party dearly at 
the elections for half the seats in the 
upper house of parliament which are 
scheduled for the summer of 1989. The 
fact that opposition parties such as the 
Japan Socialist Party also strongly sup- 
port import controls may be helping to 
strengthen the resistance of rank-and- 
file LDP members to liberalisation. 

Faced with the ruling party's intran- 
sigence on the beef and orange issue, 
the government has remained almost 
completely passive, at least in public. In 
contrast with the preference of his pre- 
decessor, Yasuhiro Nakasone, for a 











“like products" from elsewhere enter | 


duty-free. 

Canada currently sells Japan about 
one billion board feet of lumber worth 
more than C$1 billion (US$805 million) 
a year, up from virtually nothing 12 
years ago. But producers complain that 
the tariff is costing them at least C$40-50 
million a year in lost sales. They feel 
they are being frozen cut of the market 
because the lumber tariff favours US 
producers of competing softwoods. 


Australia too has a bilateral quota deal 

| with Japan which was due to expire on 

| 31 March, but this has not prevented it 

losing market share to the US. Its grass- 

| fed beef suffers a higher rate of protec- 

tion than US grain-fed beef. The result 

| is that Australia's share of Japanese 

beef imports has fallen from an estimat- 

ed 7776 in 1979 to less than 60% today. 

A panel ruling against Japan could 

also have important implications for the 

negotiation of long-term reform of ag- 
| 


ricultural trade in the Uruguay Round 
of multilateral trade talks now under 
way. Gatt rulings against agricultural 
import restrictions at this delicate stage 
of the Uruguay Round negotiations 
would significantly strengthen the posi- 
tion of the free traders. 

The issue could be tested, if not for 
Japan then for South Korea, where the 
US has formally requested a panel to 
look at Seoul’s restrictions on beef im- 
ports. 

US officials point out that, with the 

e exception of a shipment of 49 tons 

beef for the annual meeting of the 
IMF held in Seoul m 1985, South 
Korea's import licensing system has ef- 
fectively barred all beef imports since 
1984. 

At the Gatt council meeting in 
March, South Korea blocked a decision 
on establishing a panel, arguing that it 
| was still in the midst of consultations 
with the US, Australia and New Zea- 
| 


Finally. rounding off a bad week for 
Japan, the EC in Brussels went public 
on the long-awaited Gatt panel report 
on the US-Japan semiconductor accord. 
The EC had charged that the bilateral 
anti-dumping pact, signed in September 
1986, broke Gatt rules by raising micro- 
chip prices in third markets. The pact 
gave US semiconductor exporters a 
competitive boost and increased costs 
for EC users. 

The panel report, due to be dis- 
cussed by the Gatt council in May, says 
that price-monitoring measures taken 
by Japan in accordance with the pact in 
effect barred companies from exporting 
at prices below cost to third markets and 
constituted a “coherent system” of ex- 
port restrictions. Such restrictions are 
prohibited by Gatt rules. 

The panel did not, however, uphold 
the second part of the EC’s complaint, 
that the accord provided for preferen- 
tial access to Japan’s domestic market 
for US semiconductor manufacturers. 
The panel said there was no evidence of 
discrimination in favour of US com- 
panies. 

The panel ruling has put the Japan- 
ese Government in a very tricky posi- 
tion. On the one hand, it is under fire 
from the US for failing to comply fully 
with the terms of the accord, prompting 
punitive sanctions in April last year 
against US$300 million worth of Japan- 
ese exports to the US of computers, col- 


land. However, if these consultations 
come to nothing, a panel will probably 
be set up following the next regular 
council session on 5 May. Australia and 
New Zealand could join the US as com- 
plainants. 

In yet another dispute involving Ja- 
pan, the Gatt council approved the 
setting up of a panel to investigate a 
Canadian complaint that Japan is violat- 
ing Gatt’s non-discrimination rule by 
imposing an 8% tariff on imports of 
Canadian spruce, pine and fir, though 
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hands-on approach to the solution of 
trade disputes, Prime Minister Noboru 
Takeshita has had little or nothing of 
substance to say on the issue. Takeshita 
told President Reagan in January that 
“consumers’ interests” should be taken 
into account in settling issues of farm- 
import liberalisation, but has since 
added that producers’ interests also 
count. 

Press reports of a meeting between 
Takeshita and Minister of Agriculture 
Takashi Sato, who left for Washing- 
ton on 29 March for last-minute discus- 
sions with the US, suggest that Sato was 
given carte blanche to handle the issue 
as he saw fit. In practice this is likely to 
mean that Sato will make one more at- 
tempt to convince the US of the domes- 

tic obstacles to the removal of import 
quotas. 





Do AB LACTERN EECA REVIEVJ a 7 APRH TGRR 


The irony of Japanese “intransi- 
gence" over the beef and orange ques- 
tion is that official estimates for the 
growth of beef consumption over the 
next few vears already point to the in- 
evitability of something like full liberali- 
sation of the market. 

A recent forecast by the Livestock 
Industry Promotion Council, the gov- 
ernment body responsible for regulat- 
ing the market, suggests there will be a 
fall in the beef self-sufficiency ratio 
from 72% in 1987 to 55-61% by the 
mid-1990s. This reflects an annual in- 
crease in imports of between 13,000 and 
23,000 tonnes a year. The forecast ‘‘as- 
sumed" continuing restraints on im- 
ports. Officials say privately that the 
projected rate of increase in imports is 
roughly what would be likely if controls 
were removed. 


| The international trading house active 
| in pulp, paper, machinery, chemicals, 
timber, building material, 
| textiles, foodstufts, 
steel, consumer goods* 
| 

| 





Första Långgatan 17, 5-413 80 Göteborg, Sweden 


Tel, + 46 31 85 60 00, Telex 2530, 
Telefax + 46 3112 67 35 


Subsidiaries in Barcelona, Basel, Being, Bombay, Copenhagen, 
Drammen, Geneva, Hamburg, Helsinki, Hong Kong, Jakarta, 
London, Melbourne, Milan, New York, Paris, Sac Paulo, 
Singapore, and Tokyo. Sales agents in 110 countries. 





our TV sets and power tools. These 
sanctions have been only partially lifted 
since. On the other hand, it is con- 
demned by the Gatt panel as having 
been altogether too assiduous. 

Tokyo is understood to be seeking 
urgent talks with the US to discuss how 
it should respond to the panel findings. 
So far US trade officials have carefully 
(and somewhat disingenuously) dis- 
tanced themselves from the prob- 
lem. 

US Trade Representative Clayton 
Yuetter said in. Washington that the 
panel had "determined that the objec- 
tives of the agreement are consistent 
with Gatt rules, but that some of the 
Japanese implementation methods are 
not.” He added: "Some of these 
methods of implementation, such as 
production controls, will need to be 
changed, but the need to make these 
changes does not relieve Japan of its ob- 
ligations under the semiconductor 
agreement.” 

It is doubtful whether the EC will ac- 
cept this line of argument. It wants the 
agreement scrapped. In addition, Willy 


de Clercq, the community’s external | 


trade commissioner, said the Gatt rul- 
ing "should prevent the multiplication 


of similar agreements which are incom- | 


patible with Gatt rules." 

De Clercq is himself treading on 
dangerous ground. Gatt officials have 
long been itching to “have a go” at bila- 
teral “grey area” measures like volun- 
tary export restraints and market-shar- 
ing deals which bypass Gatt rules. At 
the last count, the EC and its 12 mem- 
bers were the worst offenders, with 69 
such agreements in force. The US- 
Japan semiconductor accord, the first 
bilateral deal to go to a Gatt panel, is 
unusual in having clear adverse implica- 
tions for third countries. But almost all 
bilateral agreements hurt others. The 
ruling on the semiconductor agreement 
may prove a useful precedent. 


» Mark Clifford writes from Seoul: 
South Korea will open its high-quality 
beef market on 1 May, whether or not 
the US agrees to its proposals made in 
Geneva, according to officials here. 
While the US welcomes the move to 
open the market, bilateral talks have 
apparently snagged over South Korea’s 
insistence that import quotas be re- 
tained for high-quality beef, which will 
be sold only in hotels and other specially 
licensed establishments. _ 
Manoeuvring room for both sides 
has been reduced since the US took the 
case to Gatt. Any settlement will have 
to conform to Gatt rules, and with Aus- 
tralia and New Zealand watching the 
case closely there is little room for a sim- 
ple bilateral agreement benefiting only 
the US. The US is interested only in the 
high-quality beef market, which will 
probably total US$10-20 million a year, 
while Australia and New Zealand want 
to sell into the general beef market. 
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The road stays open 


A Canadian ruling angers giant US auto makers 


By Ashley Ford in Vancouver 


he rejection by Canada's Import Tribunal of charges that South Korea's 

Hyundai was hurting North American competitors by dumping cars in 
Canada is expected to have a far-reaching impact on the North American car in- 
dustry. 

Hyundai had been found guilty early this year by the tribunal of dumping its 
Stellar, Excel and Pony cars in Canada, but on the crucial point of “material in- 
jury" it found Hyundai had no case to answer. Pending the decision, the federal 
tax department, Revenue Canada, had slapped a 36% duty on Hyundai pro- 
ducts, later reducing it to 26.3%. 

General Motors of Canada and Ford Motor Co. of Canada, which brought 
the complaints, were outraged by the decision and few expect them to let matters 
rest. Industry analysts believe the two will mount a court challenge and launch a 
new attack on all foreign car makers in order to protect their market share. 

While an immediate victory for Hyundai, the decision is a much greater one 
for the Japanese car industry, the dominant import force in the North Ameri- 
can car industry. The “attack” on Hyundai was, according to many industry 
analysts, a very thinly veiled attempt to get at the real enemy, the Japanese. 

In North American terms, Hyundai is very small potatoes. Despite its run 
away success in Canada, Hyundai sold only 51,000 cars last year, about 4.8% 0 
the Canadian market, and 264,000 in the US, a meagre 2.6% of the market. 
However, the South Korean 
company was regarded as the 
soft-underbelly of all the for- 
eign car manufacturers. 

Dennis DesRosiers, a lead- 
| ing Canadian industry ana- 
lyst, said Hyundai was a soft 
target. The South Korean 
company is one of the few im- 
porters that does not have a 
joint venture with any North 
| American manufacturer or a 
| working business relationship 
with any of the Detroit-based 
major car makers. And, added 
DesRosiers, Hyundai was the 

Panes newest kid on the block. 
DesRosiers says the original target was, and remains, the Japanese. Had 
General Motors and Ford been victorious, he argues, it could have triggered a 
major assault by North American domestic makers against all foreign car mak- 
ers. It would have sent a strong message throughout the industry, especially in 
the US, that trade laws could be used to protect market share. 

The setback will no doubt anger US manufacturers even more. The risin_ 
yen and import quotas have failed to still North America’s desire for Japanese 
automobiles and the Motor Vehicles Manufacturing Association in the US is al- 
ready investigating the possible dumping of light Japanese trucks. 

US manufacturers fear that the pending Free Trade Pact between Canada 
and the US will further diminish their market share. Foreign car makers, they 
argue, will be able to produce cars in Canada cheaply and push them through 
the so-called **back-door" to the US duty-free, thus supplementing their regular - 
offshore imports, which are now subject to quotas. LN 

Even with **Canadian-content" requirements of 50-60%, analysts feel the | 
foreign car makers will be able to compete and Canadian production will not be 
subject to duties. Indeed, there is much evidence to support this contention. 
Hyundai, Toyota and Honda are all in the process of spending millions of dol- 
lars on manufacturing and assembly plants in Ontario and Quebec. 

There is a growing belief in theindustry that despite ample preparation time, 
General Motors and Ford did not present a very coherent case. General Motors 
does not even make small cars in Canada. It imports them duty-free from the 
US under the terms of the US-Canada Auto Pact, the 20-year-old agree- 
ment that permits Canadian and US vehicles access to each other's country. 

Similarly, Ford, which has joint-venture interests with both Taiwanese and 
South Korean car makers, has been making excellent profits, as has General 
Motors. Few expect the car giants to let matters rest. The pair have said little 
since the decision, but few industry analysts expect them to give up the struggle. 
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You may not always be able to guard against 
extreme situations, but you can always make 
the best of them. This, however, does notonly 
require first-rate preparation and adequate 
hardware but also people who, at crucial 
moments, react fast and make the right deci- 
sions. On the stormy seas of today’s financial 
markets, such skills are once again at a high 
premium. Our services in the field of portfolio 
management for private and institutional 
investors take all this into account. Your port- 
folio is looked after by highly qualified 
advisers who can depend on background sup- 


PA 


port that far exceeds the average: on the splen- 
did information network of our parent bank, 
which is the world’s largest bank; on the poli- 
tical stability and stable currency of Switzer- 
land; and on a wide range of services that 
transcends traditional portfolio management. 
These services include the COMPASS cur- 
rency management system, a selective exploi- 
tation of currency fluctuations based on a 
computer model of our own that allows for an 
investment policy which is not dependent on 
the fortunes of the stock exchange. We are the 
only bank to offer this unique investment 


product. The two Executives in charge of 
our  Portfolio-Management Department, 
Mr Hans Goetti and Mr Yasuhiro Marui, will 
gladly give you more details. Why don't you 
contact us at DAI-ICHI KANGYO BANK 
(SCHWEIZ) AG, Lówenstrasse 32, CH-8023 
Zürich, Switzerland, Telex 813886, Fax 
01/ 21692 22, Telephone 01/21691 11. 


Well on course to your investment goal. 





How to make 


Today, big business has muscle. It knows what it wants 
from its telecommunications, and it expects to get it. 

Big business also has brains. It knows that a 
choice of telecommunications systems exists, and it 
knows how to use that choice. 

It may choose to set up a private network, PBX- 
driven. 

It may choose to get its services, under its own 
control, in the public network. It may choose to do both. 

But whatever business subscribers choose. 
it means increasing opportunities for a Telephone Com- 
pany to provide new and different combinations of 
services. 

Ericssons AXE switching system makes the most 
of those opportunities zow, with a new bolt-on package 
of services for business subscribers. 


A Telephone Company with a digital AXE network 





can now offer advanced Intra-corporate communications. 


It can offer a modern Centrex service (an altern- Business Communication Services in AXE: 





ative to PABX. providing all the services of a PABX but new network concepts for subscriber satisfaction. 


within the public network ). Ericsson Telecom provides total public telecommuni- 
It can offer multi-site intra-corporate Virtual cations capability - the future-proof, multi-facetted 
Network Services (which effectively provides a service symbolised by the Ericsson Telecom diamond. 
switched network under subscriber control within the Functions in AXE can be combined at exchanges 
public network ). or network nodes to offer a package tailored precisely 
Or it can tailor combinations on demand. to the service needs of an Administration, or the 
AXE: new and exciting services for Telephone subscribers - a unique capability based on the open- 
Companies to offer ... new ways to earn revenue to endedness of the AXE concept. 
invest for subscribers in the networks of the future. The architecture of AXE, with its full functional 


Post the coupon for more details, today. modularity, means that a network is no longer a static 


big business 
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link between software modules in fixed exchanges, es? 
rigidly defined and dimensioned. E RICSSON ex 


Instead. clusters of features and services can be Ericsson Telecom, S-126 25 Stockholm, Sweden 
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pecia l Ing ) To: Ericsson Telecom, Dept M/YX, S-126 25 Stockholm. Sweden 











the needs of subscribers economically. Please send me details on business communications packages in AXE 
Or the same features can be provided in new local ii 
Title i E 











switches, interfacing if required with such future —— 
rganisation ———— 








services as access to the ISDN. E Poe 














The outcome is a network designed from demand — — ~- 
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inwards, and not from exchange capability outwards - 

Type of organisation: O Telephone Administration O Government 

a network which can be enhanced and adapted at will C) Supplier of telecommunications equipment C Education 
to support new services as demands change. O Business/Finance/Consultant. Other 
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Union Insurance Society of Canton 


Guardian Royal Exchange (Asia) 


Guardian Royal Exchange Assurance 





Hong Kong, Philippines 





Hong Kong 





Singapore 


P.T. Maskapai Assuransi Union 
Far East, Indonesia 


Royal Exchange Assurance 
Pakistan, Japan 





Union Insurance Society 
of Hong Kong 


Guardian Assurance 
Hong Kong (Life) 


MALAYSIA 





(Malaysia) Sendirian Berhad 





Guardian Assurance Company 
Thailand 


We've been called many names in our time. 


The history of the Guardian Royal 
Exchange Assurance Group dates back more 
than two centuries. 

It began in London in 1720 with the 
formation of Royal Exchange Assurance, and 
then in 1821 came the Guardian Assurance 
Company. 

Meanwhile, in 1835 the Union Insurance 
Society of Canton was formed in China and 
it also went on to establish a world-wide 
insurance network. 

The merger of these three companies in 


the 1960's resulted in what is today one of 
the world’s largest insurance groups. 

Arising out of these international interests 
GRE (Asia) was formed. Today the Group 
in Asia offers experience, stability and 
commitment to some of the world’s most 
rapidly expanding economies. 


Guardian 
Assurance 


A good name to insure with 





Guardian Royal Exchange Assurance 
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Planning for retirement 


Hongkong company pension schemes face new controls 


By Christopher Marchand in Hongkong 


D are emerging of the Hong- 
kong Government's plans to pass 
legislation to compel private-sector 
businesses to register pension schemes 
for their employees and to deposit con- 
tributions with independent fund mana- 
gers. The move could affect some 5,000 
non-approved company pension plans, 
and lead to an inflow of some HK$10 
| billion (US$1.3 billion) to HK$20 bil- 
lion into the mainstream pension move- 
ment, according to sources in the pen- 
sion fund-management industry. 

Secretary for Monetary Affairs 


| David Nendick says the legislation 
.' would be aimed at providing more 


feguards for the pension contributor. 


1 egulations on tightening the handling | 


and operation of pension funds is under 
consideration, though Nendick de- 
clined to give details. 

It appears, however, that specific 
proposals are being studied. Under the 
proposals, an employer will have six 
months to inform the Commissioner for 
Inland Revenue, who approves private- 
sector pension schemes, that the com- 
pany is operating a retirement plan. The 
company has two years to get the 
scheme approved, and between three 
and five years to establish the fund on an 
actuarially sound basis. 

Employees would also have to be 
notified at least once a year about ac- 
cumulated benefits. But a solution to 
more controversial topics, notably the 
treatment of an employee’s pension en- 
titlements — vesting rights — and trans- 
ferability is likely to stay on ice until a 
hasic regulatory framework is in place. 

At present, the consultative process 


. 1 a still underway. Earlier this month, the 


Executive Council, the territory's quasi- 
. cabinet, told the Monetary Affairs 


^| Branch that more comments should be 


elicited from interested parties. 

The government is anxious to place 
Hongkong's p industry on a more 
professional 
| the risk of scandal inherent in a situation 
j| where a company's pension scheme is a 

mere liability on its books, with the cash 
retained in the business. 

Some 5,000 individual company-re- 
tirement schemes are approved in 
. | Hongkong with total funds under man- 

| agement ranging from HK540-50 bil- 
lion. Pension fund management in 
Hongkong is dominated by three big 
| merchant banks, Jardine Fleming, 
Schroders and Wardley (together with 
fellow Hongkong Bank-owned Car- 
lingford Swire). Other fund managers 
of note are the GT group, Gartmore, 


_4 the Baring group, LL Guardian 
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Assurance, Hil Samuel, Kleinwort 
Grieveson, and National Mutual Roths- 
child. 

Much of the expected inflow of pen- 
sion contributions is expected to come 
from small companies. To cater for 
smaller retirement plans, the bigger 
name institutions pool smaller com- 
panies' pension-fund contributions. 

Some big pension-fund managers 
argue that unit trusts are the best form 
of investment for smaller companies. A 
unit trust is theoretically better able to 
capitalise on equity opportunities, a 
strategy which is more likely to boost re- 
turns. Equities historically outperform 
all other forms of investment. 

Other institutional managers argue 
that unit trusts are an inappropriate 
vehicle, as the asset structure is short- 
term, whereas a pension scheme's 
liabilities are long-term. Complicating 
the matter is the time taken to get | 
authorisation to oper- 
ate a unit trust — it cur- 
rently takes about 15 
months. 

Some institutional 
fund managers fear that 
if new unit trusts can- 
not be designed and 
advertised as a pool- 
ed pension-fund op- 
tion, the client com- 
pany could find its 
choice of possible in- 
vestment outlets cur- 
tailed. " Advertise- 
ments are so impor- 
tant in this process, 
as companies will plan 
policy beforehand," one manager says. 


fter the stockmarket crash, ques- 
tions of risk and return, and the re- 
lated problem of interference from pen- 
sion-fund trustees, have grown in impor- 
tance. Prudence dictates that a pension 
scheme's investment be spread between 
equities, bonds and currencies, with the 
equity component rising in boom years. 
Pension plans with a small guarantee, or 
none at all, usually have a higher return 
than guaranteed funds, as contributions 
can be invested in higher-yield equities 
rather than fixed-income bonds. 
However, pension funds which stuck 
to a textbook investment strategy in the 
1980s equities bull run saw their returns 
lag. In consequence, many ran into 
strong criticism from trustees. The re- 
sult, according to a confidential survey 
of how 181 of Hongkong companies' re- 
tirement funds were managed, showed 
the fund managers increased their in- 


more protection. 
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vestment in equities jus prior to the 
crash. The survey, compiled by ac- 
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of annual returns — the 
greater the deviation, | 
the higher the risk. The- 
second looks at the additional return .. 
er unit of risk — a reward-to-variabil- - 
ity ratio known as the Sharpe Index. 
The general trend is for those pension- 
fund managers with a high risk pron ee 
have a higher return. : 
Gartmore is a prime case in point 
Over five years to end-1987, it had. an 
average yearly return of 27. 796. the best 
of any fund group. But its. Sharpe ratin 
is the poorest. In 1987 alone, the year of 
the crash, Gartmore's average result 
was a negative 19.5% , the worst return 
of any pension-fund manager. Wardley | 
and Carlingford Swire, which did well . 
on the Sharpe Index, had lower abso- 
lute returns. On a five-year view, Car- ` 
lingford Swire was the worst-performing | 
manager — recording an average return | 
of 20.3% a year. 
Baring Ínternational scored second- 
highest in returns in the past five years 
and also achieved the second-be: 

























TECHNOLOGY 


Flash in a pan? 
: Computer chipmakers find new challenges as demand tops supply 


. By Bob Johnstone in Tokyo 


Seona are struggl- 
cw ing to cope with a dramatic surge in 
demand for dynamic random-access 
. memory (DRAM ) chips. One-megabit 
DRAMs -— chips capable of storing 
-more than 1 million items of informa- 


tion — are in particularly short supply. 
There are two reasons for the 


- shortfall. One is that production in the 
. US of more powerful computers has 
-soared unexpectedly; new machines 
- such as the IBM PS/2 and engineering 


work stations are gobbling up memory 
chips by the boardful. The other reason 
is that the chips themselves have proved 
unexpectedly tricky to make. 

Manufacturing chips will get trickier 
yet. For as long as computer designers 
can remember, memory densities have 
quadrupled every two years or so, from 
16K (kilobits) to 64K, from 64K to 256K 
and, most recently, from 256K to one 
megabit. By 1990, they expect to be de- 
signing four-megabit chips into their 
machines; by 1992, 16-megabit should 
be the norm. 

Superficially, progress appears 
smooth. For some time, DRAM makers 
— the big names being the Japanese 
electronics giants, which control around 
75% of the trillion-yen market, plus 
Texas Instruments (TI) of the US — 
have been sending their customers sam- 
ples of four-megabit ds 

At the end of February, at a 
semiconductor-industry showcase con- 
ference in New York, three of the com- 
panies — Hitachi, Toshiba and a new- 
comer to the ultra high-density stakes, 
Matsushita — all showed prototype 16- 
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megabit chips. However, producing a 
handful of prototypes and samples is 
one thing; churning out multi-megabit 
chips by the planeload is another. The 
problem is the way semiconductor 
memories remember. 

DRAMs store data — digital ones 
and zeroes — in tiny cells, each consist- 
ing of a transistor and a capacitor, in the 
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form of electric charge. The size of the 
two flat plates which make up the 
capacitor governs how much charge can 
be stored. As the number of cells in- 
creases, so there is less "silicon real es- 
tate" left for each cell. Chipmakers have 
two ways to cope with this. One is 
to etch into the silicon substrate 
"trenches," whose walls, suitably lined, 
become the plates of the capacitor. The 
other is to stack several layers of plates 
atop each other, then hook the layer 
up. 
But that is easier said than done. 
Hitachi tried but failed to make megabit 
chips using trenches. NEC — the 
world’s largest chipmaker suc- 
ceeded, but with difficulty. The com- 
pany had hoped to be shipping 2 million 
chips a month by end-1987, but later re- 
vised that forecast level until the end of 
March. TI, the technique's pioneer, 
does not publish its production figures. 


— 


he result has been that companie” 

in particular Toshiba, makin 
DRAMs the conventional (trenchless, 
way have been able to grab more of the 
booming megabit market. NEC and TI 
hope that the experience gained mass- 
producing trenches in one-megabit 
chips will enable them to regain the 
edge when the industry moves on to 
four-megabit memories. Trenches are 
reckoned to be indispensable for such 
chips. 

As if making them were not difficult 
enough, there is also another inherent 
drawback with minute capacitors. 
Alpha particles — small, electrically 
charged particles which float about in 
the atomosphere — sometimes collide 
with a cell, knocking the charge off its 
capacitor and causing the cell to lose its 
stored data. Such cases of digital am- 
nesia are known as “soft errors,” and 
can require elaborate error checking 
and correction circuits. 

Small wonder then, that chipmake-- 


Dco VOLOSCKABRHCTORH RSOCAREACTÉRKODDDNDARARDCUMSARS 0000007 





AEn rrt rate n Tende Ir M dere error vt n b Pr Hei rr eh pe HH HAN a hem nt e er AL rr darme na n Pe rrr e fa Hae gd a a itt 








are beginning to ask how much mileage 
is left in DRAMs, and to seek other, 





technologies. One possibility which 
York conference is known as "flash" 
memory. This is a new variety of erasa- 
ble, programmable read- only memory 
(EPROM), the second-largest selling 
type of memory chip after the DRAM. 
A major difference between 
DRAMs and EPROMs is that data 
stored in the former is “volatile” 
when the D to a computer is 
switched off, the data is gone forever. 


on. 

This ability to store information (in 
the form of programmes) has made 
EPROM very popular for a wide variety 


of control applications. EPROMs are | 
| used to tell mechanical equipment — | 
naper feeders on printers, for example 


how to behave. 

The other reason for the EPROM's 
popularity — an estimated 300 million 
devices worth US$1.3 billion were sold 
in 1987 — is its flexibility. Unlike its pre- 
decessor, the mask ROM — in which 
information is hard-wired onto the 
chip by superimposing the physical 

attern of the mask on its cells — the 
PROM stores its information electri- 
cally. 

This has two advantages. First, it 
shortens development time, since there 
is no need to spend weeks designing and 
making a mask. Secondly, it enables 
users to modify and update data stored 
on the chip at will: for example, to 
change extension numbers within a 
company telephone system without 
changing. any wiring. (This ability to 
"rewrite" information, however, belies 
the “read-only” part of the chip's 
name.) 
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Until flash came along, there were. 


more reliable and easier to make | 


generated much excitement at the New | 


| EPROM, by contrast, is a ^non-vol- : 
atile" medium: data stored in it staysput | 
regardless of whether the power is off or | 


rs at the Massachusetts In- 
SOFT [ : Laboratory are doing, 
g NC memories would : be. according to the 
m vexat Jack Raffel, far easier. 5 2s 
s Raffel and his colleagu | 


sform" (FFT), use ‘to convert. the. los pei ‘and 
sof the resl world into the digital-pulse trains that com- 
. pu FT can be used in such equipment as 
En buco me scramblers and ultrasonic body scanners. 
t large enough to warrant the full wafer- 
: tr rentment, But wafers invariably have some defects in 
them. To avoid these defects, and thus get a decent yield of 
sout of the fabrication process, some redundancy must 


circuit turns up during testing, a laser 
t, a trick also used in testing big 
on =o lines, the MIT team also 















A SUDDEN FLASH 


roject ed worldwide sales of 
C M memory novicen | 


two main types of EPROM. The more 


common is the ultra-violet (UV) 
EPROM, instantly recognisable be- 
cause of the little round plastic window 
in tts ceramic package. Ultra-violet light 


beamed through this window is suffi- 


cient to erase all the information stored 
in the chip, which can then be rewritten 
(using powerful electronic pulses) with 
the new programme. 


B: to erase and reprogramme a 
UV-EPROM, the user must pull it 
out of its socket and plug it into a special 
piece of equipment. To get around this, 
the chipmakers came up with the elec- 
trically erasable (EE) PROM, which 
can be rewritten in situ. But the snag 
with EEPROMS, in turn, is that they 
are complex — hence difficult and ex- 
pensive to make. They have had prob- 
lems with reliability, too. 

Flash offers the best of both worlds. 





a micrometre. 


At that point, with conventional chipmak 
facing physical limits on the one hand and 
sive equipment such as synchrotrons (RE 
on the other, WSI could welle come into its: ow 
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_ Fujitsu has also recently y. 

. The Japanese company does 
test circuits. These are us 
dodgy devices, then again 
connected up, to check o 
Now that wafer scale ha: 


lieves that “the most natur 
litary systems, where issues 
and where start-up costs are less of a facto ae 
According to Gensuke- Goto, a manage 
Laboratories! Atsugi branch, what w 
is the trade-off between cost and density. 1 
come, Goto reckons, in about. four or five years 
width of lines on memory chips: are down to aroun 






Structurally, it resembles a UV- 
EPROM, each cell consisting of just one - 
transistor (to the EEPROM’s two). 
Functionally, it resembles an EEP- 
ROM, since it can be reprogrammed i in 
situ. The name “flash” comes from the 
fact that the entire: memory can be 
erased in a second or le yis i 
with the 15-20 min for 
EPROM), and repro 
than four seconds: 
It seems like 
duction just start 
a large chunk 
The main con 
nology, which 
which is alread 
more than a thi 
Toshiba, which- 
and Toshiba ha 
256K flash chip 
Hitachi, are alre 
one-megabit pro: 
But even thou; 
ket is expanding 
new applicatioi 
(REVIEW, 24 Sep 
ly has chipmake 
tential to dazzle 
notably the flop 
market. Flash tr 
to make than DR, 
logy should be easi oe 2 
through four, 16 and even 64 megabits. 3 
Flash's cell structure consists of a - 
single transistor, so there will never be E 
any need for trench or other forms of | 
pad a Information í is stored - 
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electrons stay put. "Nor | is wis energy lu 
level of alpha particles high enough to |. 
knock them off it. po 
As mass production launches flash | . 
down the learning curve, its price will |. 
nis dud drop dramatically. Atpre- | 
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& . break down. 
|. Masuoka are confident that a combina- 


^] clever 


tury, Intel predicts that flash will have 
matched the price of the rotating media. 
. Fujio Masuoka, chief research scien- 
tist at Toshiba's very large-scale inte- 
grated circuit research centre in Kawa- 
Saki, reckons that flash will start eating 
into disk markets in about three years’ 
time. By 1998, he sees flash taking as 
much as half the disk-drive market, cur- 
rently worth around ¥3 trillion (US$23.4 
billion) a year. 

_ Bruce McCormick, who is in charge 
-of marketing flash at Intel, says that the 
initial applications for the new memory 
will be in harsh environments, such as 
factories, which are unsuitable for 
‘mechanical media-like disks. In addi- 
tion to being impervious to electro- 
magnetic interference, flash is obvi- 
ously much smaller, lighter and quicker 
than rotating media. It should also 
quickly find its way into laptop compu- 
ters, of which Toshiba is a leading 
maker. McCormick's vision for the fu- 
ture of the new we goes further still. 
. Having disposed of disks, in the long- 
term, he sees flash as sounding “the 
death knell of DRAMS," too. 


T: use their applications programmes 
and files, computer users must now 
"download" them from disk to DRAM. 
Then, when they have finished using 
them, because DRAM is a volatile 
medium, they have to send the pro- 
grammes and files back to disk. 

Since flash is a non-volatile, random- 
access medium to begin with, McCor- 


sent, EEPROMs are about 100 times 
he price of disks. By the end of the cen- | 
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mick's reasoning runs, why bother | 


swapping backwards and forwards from 
one medium to another. Why not exe- 
cute directly from flash? All one would 
need is a little bit of S (forstatic) RAM, 
which, because it is very fast, is suitable 
for accommodating calculations and 
other immediate processing. 

Masuoka objects that the time it 


_ | takes to write information to flash is too 


compared with DRAM. McCor- 


| lon 
ick counters that this is not a serious 


a - problem, since writing can be done 
-+ while processing is still in progress. 


M Persuading computer designers to 
«| switch from DRAM to flash is not going 


pt to happen overnight. And there re- 


mains one major question hanging over 
the future of flash — how often can one 


=| erase a flash memory before it breaks? 
<1 To erase flash chips, a strong electric 


field is applied to the layer of oxide 
separating the floating gate from the 
chip's silicon substrate, causing the elec- 


-| trons on the gate to “tunnel” through 


the layer. 

For this effect to work, the layer has 
to be extremely thin. After a hundred 
erase cycles or so, the oxide is prone to 
But McCormick. and 


tion of process improvements and 
memory-management tech- 
niques can overcome the problem. B 
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Chipping away at Japan's lead 


South Korea's Samsung becomes a world-class chip manufacturer 


By Mark Clifford in Seoul 


U p a narrow road from a gritty farm 
village, Samsung Semiconductor 
and Telecommunications employees — 
nearly 3,000 — are working around the 
clock, seven days a week at what the 
company says is the largest semiconduc- 
tor plant in the world. Nearby, workers 
are building a US$200 million produc- 
tion line for the next generation of 
semiconductors, one-megabit memory 
chips. And production lines Nos. 4 and 
5 are already firmly in place — if only on 
a scale model. 

Even by South Korea's inflated 
standards, this is impressive progress. 
Samsung Semiconductor (SS), which 
began producing semiconductors in ear- 
nest only three years ago, is now one of 
the world's largest chip producers. 
None of its South Korean or Taiwan ri- 
vals comes close to matching its record. 
It has already become one of the largest 
of the more than two dozen companies 
in the Samsung group. In turnover, it 
ranks fourth among the listed group 
companies, behind the Samsung Co. 
trading arm, consumer-electronics unit 
Samsung Electronics and Cheil Sugar. 

As one of the few South Korean 
companies that is going straight up 
against some of the biggest and best-fi- 
nanced firms in the US and Japan, SS is 
a test of South Korea's attempt to break 
out of the pack of developing countries 
and join the ranks of developed nations. 

But SS is battling to remain a giant in 
the high-stakes global semiconductor 
game with a limited arsenal of finances 
and technology. It has bet its future on a 
commodity product, dynamic random- 
access memory chips (DRAMSs), where 
customers care mainly about 

rice, and change is swift and 

rutal. Although SS has in- 
vested about US$800 million in 
semiconductors so far, success 
is still uncertain. Its capital 
spending will continue to swal- 
low US$200-300 million annu- 
ally for the next several years. 

It can no longer count on its 
competitors to wink at at- 
tempts to play catch-up: a suc- 
cessful copyright suit by Texas 
Instruments (TI) is expected to 
cost SS about US$85 million in 
royalties. 

If SS succeeds, it will be- 
come one of South Korea's 
flagship companies in the early 
1990s. But the firm confronts 
problems that an earlier gener- 
ation of companies did not. It 
must compete in a capital- and 
technology-intensive business 





(domestic) 


Current liabilities 


in which it possesses no obvious advan- 
tages over US and Japanese rivals. 

Most notably, vields on its 256K 
DRAMSs, now its mainstay, are around 
65-70% , some 10% below its Japanese 
rivals. That puts SS at a substantial dis- 
advantage in profitability. 

Moreover, as the TI suit hammered 
home, the company is playing technol- 
ogy catch-up. ile S$ pays its work- 
ers múch less than its Japanese and 
American competitors, labour costs 
are significantly less important than 
in, say textiles or consumer elec- 
tronics, 

Research and development spendino 
is running at 19-20% of turnover anni 
ally, and SS’ extensive research effor.. 
in South Korea are supplemented by a 
200-person design centre in California's 
Silicon Valley. 

For now, at least, SS is charging 
ahead. Semiconductor prices have 
skyrocketed in the past year, thanks to 
strong demand in the US and to the 
US-Japanese semiconductor agreement 
which established a floor in prices. Pric- 
ing on the company's main product, 
256K DRAMs, has nearly doubled to 
about US$2.80 since early 1987. 

Initial shipments of the next genera- 
tion of memory devices, the one- 
megabit chips, are now beginning, with 
the company estimating it will ship 
about 12 million this year. Volume next 
year will more than quadruple to about 
50-55 million. Toshiba is the world's 
largest one-megabit producer, but SS 
officials reckon they will be battling for 
second place with Hitachi and NEC 
once the new SS production line come 
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See yoa: working at full capacity. 





into operation. In a joint venture 
. h other South Korean semiconduc- 
ww Makers, the firm has developed the 
next generation of semiconductors, the 
four-megabit DRAM, which is ex- 
pected to go into production in 1990. 
Turnover is skyrocketing on the back 
of the surge in pricing and exports. Last 
year's Won 564 billion (US$742.1 mil- 
lion) turnover was more than double the 
figure 1985, with almost all of the in- 
crease coming from semiconductors. 


|? two years, turnover is expected to 
double again, says Hoare Govett ana- 
lyst Sean Goldrick. Earnings jumped 
more than 5076 last year to Won 15.6 
billion. Turnover should top Won 800 
billion this year and profits are likely to 
increase about two-thirds to Won 25 bil- 
lion, according to the company. Next 
year, Goldrick expects net income to 
more than double to Won 36.7 billion 
on turnover of Won 1.23 trillion. 

Even by South Korea's dizzy finan- 

standards, SS is highly geared, with 
a uebt-equity ratio of nearly 7:1. It has 
borrowed heavily and its debt payments 
as a percentage of cash flow have been 
mounting. Interest ex xpenses, which gob- 
bled up more than 10% of sales, are also 
climbing. 

SS will finance many upcoming capi- 
tal-equipment LE inei through a 
special US$3 billion government fund 
set up last year to encoura ge non-Japan- 
ese imports. The debt will likely carry a 
negative interest rate because it is de- 
nominated in US dollars, which are 
weakening against the won. 

But the company’s cash flow is in- 
adequate to meet its funding needs and 
debt will keep un Interest expense 
rose from Won 33 billion in 1986 to Won 
57 billion last year, and it is likely to 
show only a slightly smaller jump this 
year. Adding to the burden is about 
US$40 million in royalties that will have 
to be paid to TI in 1988 due to the 
copyright lawsuit. Worse yet, analysts 
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in Seoul say that the 
company is bracing 
for more suits from 
foreign competitors. 
semiconductor 
sales make up around 
5076 of the company's 
business, with its tele- 
communications busi- 
ness accounting for 
the rest. 

Growth is slowing 
in the switching- 
systems area, which 
makes up the heart of 
the division, as heavy 
government spending 
on rural telephone 
systems winds down. 
With most of that 
work done, SS is 
counting on a new line 
of  digital-switching 
systems to pick up 
some of the slack, but executives expect 
a period of slow growth ahead. 

Most immediately, the division is 
concentrating on increasing its exports 
of telephones and office-switching sys- 
tems to the US. Longer term, it is pre- 
paring a push into the office-automation 
field, concentrating on gadgets like 
facsimile machines, computers, tele- 
phones, switching systems for offices, 
cellular telephones and radio pagers. 

The telecommunications division's 
current hot product is AT-compatible 
personal computers, whose sales are ex- 

'cted to almost triple to US$55 million 
in 1988 from US$20 million last year. 

The telecommunications division 
has targeted duh growth of 30% a 
year, while at the same time cdit 
dependence on the US market. "We 
have to depend on exports for our 
growth, but the won revaluation and 
protectionism makes the US market 
more difficult," says a senior executive 
in the export division. 

The US market will take about 7076 
of telecommunications exports this 
year, but the company hopes to cut that 
to 50% by 1989. Executives in the ex- 
port division hope to sell more aggres- 
sively to Japan, and they have signed a 
contract to manufacture equipment for 
one Japanese manufacturer. 

SS officials are confident that they 
can ride out a downturn in the semicon- 
ductor market, which may come as early 
as next year. Outsiders, looking at the 
the huge debt burden and the swift pace 
of change, may be less confident. But 
the firm benefits from the financial dis- 
cipline which sets the Samsung group 
apart from most other large South Ko- 
rean business groups. 

If SS manages to stick with its pack of 
competitors for the next several years 
and attain technological equivalency, it 
will likely be as pivotal for the South 
Korean economy as the country's giant 
shipyards were in the 1970s or its car- 
makers are now. 
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. By Michael Westlake in Xian 
hina's fast-developing and ambiti- 
| ous aircraft industry passed a major 
milestone in early March. The Xian Air- 
craft Co. (XAC) announced the com- 
pletion of the first of 200 vertical fins to 
be delivered to. Boeing Commercial 
. Airplane Co. for installation on new 737 
twin-jet airliners. 

The 23-ft high, 6-ft wide, 1,023-Ib 
fin, which will be delivered to Boeing's 
Renton plant in Washington, is not a 
particularly complex unit. But, the sig- 
nificance for XAC is that the fin is the 
largest piece of aircraft structure made 
in China for an overseas company. 

Completion of the first unit and its 
acceptance by Boeing came after eight 
years of gradual steps taken by XAC 
with Boeing's assistance to qualify 
XAC's personnel and machinery. 

The first fin has given XAC a tre- 
mendous boost in confidence, but Boe- 
ing is not its only foreign customer. 
XAC has a total of 11 overseas produc- 
tion contracts worth US$46 million. 

However, there is a feeling among 
some overseas officials that pride could 
lead to a fall. They urge the company to 
channel its new enthusiasm into con- 
tinuing the cautious, step-by-step up- 
grading of its capabilities. 

XAC officials have proudly an- 
nounced that negotiations were under 
way with Boeing for other major parts 
of 737 structure. Privately, they are say- 
ing that they want to assemble the entire 
tail section and "then everything for- 
ward of it." 

Boeing's director for international 
business, Thomas Bacher, cautioned 
that "China's aspiration to be a world 


| Fromthe ground up 


China makes plans for total aircraft assembly 


provider of aircraft is a long-term one." 

There was also a feeling that XAC's 
success in obtaining overseas contracts 
and its demonstration of high-quality 
workmanship could contain its own 
problems. Other aircraft. companies 
round China want to get into the over- 
seas market, partly because domestic 
production requirements are low at pre- | 
sent because of the drying up of military 
orders, and partly because obtaining 
foreign orders provides levera age to ob- 
tain government funding for new 
machinery and to expand their facilities. 

This was to some extent confirmed 
by the Vice-Minister for Aviation In- 
dustry, Jiang Xiesheng. He told the 
REVIEW that there is a “master plan" in- 
volving severa! stages of development | 
one factory in each geographical 
area. XAC has the best capabilities 
among 11 engine and aircraft factories 
in China. (Each is a separate company.) 
Five are considered major plants — 
Xian, Shanghai, Harbin, Chengdu and 
Shenyang — and they perform final as- 
sembly of aircraft. 

The master plan will lead to produc- 
tion of a regional airliner known as the 
MPC75, a 65-85 seat aircraft to be pow- 
ered by two" ‘prop-fans” mounted at the 
tail and similar in appearance to the 
Fokker 100. XAC has been working on 
the design of this aircraft with West 
Germany's Messerschmitt Boelkow 
Blohm. Initial announcements have 

said that production will take place in 
West Germany and in China, which final 
assembly in West Germany. A further 
project is the MPC 100, a 150-180 seater, 
Jiang explained that an arm of his 
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ing on a new, unspe if 

aft, and reportedly al 
ikworm. missiles. Yet o | 
co-president and chief. ' eng ee 
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similar type andlevel — | 
cludes ATR42 doors and outer wing | 
sections, A300 and Boeing 737 access - 
doors, 








ministry, the China National Aero- , 
Technology Import and Ex | 
(CATIC), handles requests for produc- - 
-tion in China from overseas companies — 
and allocates the work to the factories. 

In practice, foreign companies survey 
the various factories’ facilities and make | 
their wishes known as to placement of | 
the work. At the same time, each fac- | 
tory lobbies for the contracts. The final 
decision is made by CATIC, and its pol- 
icy is to spread the work around. 


ort Corp. 


Most of the foreign contracts are of a | 
XAC's work in- 


plus Canadair 215 “water - 
bomber” doors, control surfaces and 


water tanks as well as Boeing 747 instru- | 
ment panels and electronics trays. The | 
factory in Harbin produces doors forthe — 
British Aerospace 146 jetliner and the 
Short Brothers 360 turbo sey 
production work and 

of the French ASrospatiale Dauphin 


was wellas | 
assembly i 


helicopter. In Shenyang, product 


concentrates on machined parts ... 


Boeing as well as sub-contract work for 
XAC — which has hived off some 
domestic work so as to expand its for- 
eign production. Chengdu is likely to as- 
semble MD80 nose sections for export | 
to the US. | 


T exception is Shanghai, which is 
assembling 25 McDonnell Douglas 
MD382 jetliners under tight supervision 
from kits supplied by the US-based 
manufacturer. As the work progresses 
— the first two aircraft have been com- 
pleted to US Federal Aviation Adminis- 
tration standards and are in service in 
China — some parts will be actually 
made in China. 

The McDonnell Douglas approach 
has given China a "showcase" aircraft 
assembled in China. This contrasts with 
Boeing strategy of allowing its Chinese 
partner to make more and more parts 
until it is building a complete airci | 
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XAC plant: passing a major milestone. 


Both approaches will provide China 
with roughly similar manufacturing 
capabilities. 

Naturally, foreign collaboration via 
offset agreements is not philanthropic. 
*^id Boeing’s Bacher: “The reason for 

eing being in Xian is that Boeing be- 

ves 1s China’s potential as a market 
and China's potential as a low-cost 
supplier. To the year 2000, China repre- 
sents the sixth-to-eighth largest foreign 
market at US$6-8 billion, and a portion 
of this will be built in China." 

He also pointed to the internationali- 
sation of aircraft manufacturing as a fac- 
tor. For instance, Boeing subcontracts 
work to 20 countries and has more than 
250 foreign suppliers. Boeing's "family" 
of aircraft and its practice of produc- 
ing more parts in-house than other 
manufacturers mean that pushing 
work overseas relieves pressure on 
its own facilities. Boeing is now in- 
creasingly preferring to take advantage 
of low-cost overseas suppliers like 
China. 

Thus XAC's intended production 
rate of vertical fins at six a month by 
mid-1990 provides a useful second 
^virce to Boeing as well as helping 
C to upgrade its capabilities. 
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Quality control is an area in which 
exposure to foreign methods has been 
an eye-opener to China's aircraft indus- 
try. For foreign companies' work, mate- 
rials have to be purchased from over- 
seas sources qualified by the foreign 
manufacturer. For example, XAC uses 
forgings from nearby Hongyuan Avia- 


tion Forging Plant and from Southwest | 


Aluminium Fabrication Plant at Chong- 
qing for the Boeing fins. However, bil- 
lets for the forgings come from US 
suppliers. US tests of Chinese alumi- 
nium and titanium showed up im- 
purities which Chinese engineers are 
still trying to eliminate. 


I: earlier years, domestic production | 
was geared to pushing batches of air- 


craft and parts through factory doors as 


fast as possible, rather than working toa | 
schedule which would allow greater at- | 
tention to quality. Added to this was the 


inheritance of the Soviet 
p of avoiding failure of parts 


y adding brute strength and hence | 


extra weight — as opposed to the West- 
ern fail-safe approach of designing parts 
for minimum weight. This means 
Chinese-made aircraft are far heavier 


than necessary and are uneconomic to 


operate in international terms. 


XAC is now addressing the need for | 
better quality. It is involved in a pro- | 


gramme in which, it hopes, the Y7 air- 


| liner can be improved to the point | 


where the aircraft can earn overseas cer- 
tifications. This will allow XAC will to 


export the Y7 to Western nations. Some | 


foreign engineers are, however, less 
sanguine about the Y7's prospects be- 
cause the aicraft has an aerodynamically 
"dirty" fuselage and would need more 
powerful, foreign engines which will 


| demand scarce foreign exchange. 
As more foreign contracts are ob- | 
| tained with the subsequent gains in for- 


eign exchange, the level of technology 
and expertise are fed back into the sys- 
tem, China's aircraft industry will con- 
tinue its long. uphill march to interna- 
tional acceptance. The only worry ex- 
pressed by foreign officials in Xian was 
that the industry should not try to step 
foward too far and too fast. 
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1987 Final Results 





2 : The profit tor 1987 was HK$2 396.1 million, an increase of 343% over 1986. There were no extraordinary items in 1987 (1986: HK$1:382.2 million profi). Me idite duos 


- Consolidated results for the year ended 31st! December 1987 were: 


Turnover 


Operating profit 


_. Net finance charges 


-; Net operating profit 
-Share of profits less losses of associated companies 
. Profit before taxation 
^ Taxation 
. Profit after taxation 
Minority interests 


Profit for the year before extraordinary item 
Extraordinary item 


Profit attributable to shareholders 
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Earnings per share: ‘A’ shares 
'B' shares 


4107270 | 1 . 2,761.0. 
. 178.8 0007 7 381 
4,285.8 - 2,876.1 
715.3 (14742 
3,570.5 — 24019 
1,1744 172 
2,396.1 Hi os 17847 
im “Hive Aaa 
153.3¢ - 115.86 
30.76€. 23:26 




















Dividends per share: ‘A’ shares — interim 19.0€ 150€ 
— final, recommended 43.0¢ 36.7€ 

62.0€ 517€ 

'B' shares — interim 3.8¢ 3.08 

— final, recommended ost 8.6€ 738 

12.46 — 10.36 

Net assets per share: 'A' shares HK$9.51 HK$5.78 
'B' shares HK$1.90  HK$1.16 





he profil for 1987 increased by 34,396. Earnings per share, which have been 

calculated by reference to the profit before extraordinary tem and the weighted 

average number of shares in issue during each year, have been adjusted to 
reflect the capitalisation issue made in June 1987. Dividends for 1986 and net 
assets per share have been similarly adjusted. 


Cathay Pacific Airways Limited reported attributable profits 71.49% higher t than those 
1986. Hong Kong Aircraft Engineering Company s attributable profit increased 
by 20.6%. Swire Properties’ results were again appreciably higher than those of the 
previous year. Shipping. offshore services, and dockyard activities showed welcome 
signs of recovery. Profits within the industries division were at a lower level than in 

the previous year. The trading division had a very good year. 


Final dividends. The directors of Swire Pacific Limited will recommend to 
shareholders at the annual general meeting on 26th May 1988 the payment of final 
dividends of 43.06 (1986: 36.70) per ‘A’ share and BBC (1986: 7 3€) per i share 
payable on 1st June 1988 to shareholders registered on 29th Apri 1988; the share 
registers will be closed from 20th April to 29th April 1988, both dates ae ive. 


Once again, the final dividends will be satisfied by the issue of scrip to each class ol 
shareholder, with the option being given to shareholders to elect to receive cash in 
ieu of scrip in respect of part or afl of such dividends. Full details of the scrip 
dividend procedures will be set outin a circular letter which, together with the forms 
of election for the payment of cash dividends, will be sent to shareholders on 

4th May 1988. 


investment properties and net assets per share. in accordance with the policy 
of the Group, the annual valuation at open market value of investment properties 
was carried out at 31st December 1987 by professionally qualified executives of 
Swire Properties; As a consequence of the 1987 valuation there has been an 
increase of HK$4,023.1 million in the valuation reserves of the Group, as compared 

with an increase of HK$S634.0 million at the end of 1986. Taking into account both 
the retained earnings in 1987 and the increase in the valuation of investment 
properties, the net asset values of the shares of Swire Pacific at 31st December 

.' 1987 were HK$9.51 per 'A' share and HK$1.90 per 'H' share, which compare 

respectively with HK$5.78 and HK$1.16 at 31st December 1986. 





Swire Pacific 


The Swire Group 


Financing. Net borrowings at 31st December 1987 amounted to HK$6.631.6 
milon compared with HK$7, 108.3 million a year earlier. This decrease was mainly 
attributable to a reduction of net borrowihgs within the property: division which; to 
some extent, was offset by an increase in the net borrowings of Cathay Pacific 
Airways. Such increased borrowings arose mainly às a result of additional 
unrealised exchange differences, amounting. to HKS2 344. 1 million, caused by the 
weakening during 1987 of the Hong Kong dollar against the currencies in which 
most of the borrowings of Cathay Pacific Airways are denorminated; however, this 
was largely offset by a high level of cash received from airline operations together 
with receipts on the issue of new shares during the year. 


Cathay Pacific Airways raises long-term finance in currencies in which it has 
substantial positive cash flows. This is done to avoid any need to purchase foreign 
exchange in order to settle the resulting repayment obligations. it also ensures that 
exchange fluctuations affecting the value of such obligations in those currencies are 
effectively hedged by corresponding. but offsetting, fluctuations affecting earnings. 
Forecast surplus foreign currency earnings excesd the relevant interest-and loan 
repayment commitments in any year and hence a ‘hedged position is maintained. l 








Prospects. The current year has started well for Cathay Pacific A ays and, given | T à 


reasonably stable economic conditions, the airline continues to regard the future 
with confidence. Swire Properties expects further good results in-1988 both from. 
properties under development and from its investment property portiolio. The | 
industries division should record considerably improved results in 1988, whilst the 
trading and insurance divisions are also expected to register increases in profits. 








The shipping, offshore services, and. dockyard division expects some improvement E 


in its markets in 1988 leading to better results than have been achieved in recent 
years, Thus, prospects for the Swire Pacific Group as a whol e for. 1988; are general ly 
encouraging. | 


The Annual Report for 1987 will be sent to shareholders T vai 4 - 


H.M.P.Miles |. 
Chairman «p 


Hong Kong, 24th March 1988 





 Swire House, Hong "eni 














€ QUIETLY, but with some fuss, Jar- 


. dine Matheson taipan Simon Keswick 


has announced his return to England in 
June. His second five-year stint in 
Hongkong has been a blend of bit- 
tersweet success. Group earnings are at 
a record high. Debt is effectively eradi- 
cated. Jardines is far more intact than 
appeared possible in the 1983-84 days of 
technical insolvency. Keswick has saved 
the family inheritance. 

Nor are his personal qualities unap- 
pealing. Elder brother Henry inherited 
the brains, but Simon got the looks. He 
is TEO TDN; knows his limitations, 
and has shown skill in recruiting talent. 


| He leaves Jardines as a far more profes- 


ia» 


————— P 


| stockmarket crash, vetoed 


where. But the day that Jar- 


sionally managed group than it was 


| when he came. 


Yet Keswick is not loved. Family loy- 


"uy has not always been matched by 


consideration for the wider body of Jar- 
dines shareholders, still less for Hong- 
kong. The measure of those desperate 
January 1984 days came when Hong- 
kong Land placed 18% of Jardine 
Matheson shares with the Keswick fam- 
ily’s traditional institutional supporters 
in the City of London. 

Land needed the cash. But the Kes- 
wicks gave the institutions no inkling of 
plans to reincorporate Jardines in Ber- 
muda. That timing, just two months 
later, came at the trough of Hongkong’s 
political travails over the return of 
sovereignty to China in 1997. It was fol- 
lowed by a further stockmarket crash. 
Within six months, Jardine shares had 
fallen from their HK$12.30 (US$1.58) 
placement price to HK$6. 

Keswick was lucky that a hesitant Sir 
Yue-kong Pao or a bearish Li Ka-shing 
not bid for Land or Jardines. Had 

y done so, the City would probably 

‘e sold in droves. The family's con- 

trol would have been lost. 

€ KESWICK also bequeathes a con- 
fused legacy. Hongkong Land's much- 
acclaimed restructuring — for which 


merchant bank Jardine 
Fleming and solicitors 


Linklaters have not received 
their fair share of credit — 
was based on the premise 
that Land might be sold. 
Yet, many believe the story 
that Henry Keswick, a mere 
day before last October's 


Land's sale to Li Ka-shing on 
HKS$17-a-share terms which 
Simon had approved. 

Henry probably realis- 
ed that despite his dis- 
like of Hongkong, it is an 
easier place for Jardines to 
make money than else- 
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dines sells Land is the day that the 
princely hong becomes just an Inchcape 
or an East Asiatic Co. Still, Land has 
lost its land bank and holdings in Hong- 
kong Electric, Hongkong Telephone, 
Dairy Farm and the Mandarin Oriental. 
Its main hope of earnings growth hinges 
on incremental rent increases and possi- 
ble future development of reclaimed 
land it does not yet own along the Cen- 
tral/Wanchai waterfront. 

Nor have Simon's offspring — insur- 
ance and US financial services — been 
Jardine profit winners. Indeed, his 
biggest failure is that 70% of Jardines’ 
earnings still flow from Hongkong. 

The stockmarket has delivered its 
own verdict on the trust strategy. Jar- 
dine Matheson shares trade on a lower 
earnings multiple than Hutchison Wam- 
poa, Swire or East Asiatic Co. Even the 
asset vehicle, Jardine Strategic Hold- 
ings, routinely languishes at a discount 


of more than 3096 to net asset value. 


How ironic that the Keswicks, hav- 
ing unlocked shareholder value down 
the line, should see the worth of the 
holding company, where their wealth 
lies, being more poorly rated. 

€ A MORE depressing case of di- 
minished shareholder value is found in 
Pao's World/Wharf group. For 18 
months, Peter Woo, the second son-in- 
law of controlling shareholder Sir Y. K., 
has presided over one of the most 
opaque, ponderous and seemingly aim- 
less corporate shuffles seen in Hong- 
kong. 

The latest manoeuvre is World Inter- 
national's sale of the Japanese trading 
firm, Cornes & Co. to Pao's personal 
account. As is usual in the Pao camp, lit- 
tle reason is given for the sale. Nor is 
any valuation stated of the property in- 


| terests, or the worth of the agency and 


life-assurance business. 

Cornes, purchased by World along 
with other former Wheelock Marden 
companies, was sold for HK$490 mil- 


WHARF VS THE INDEX 


(Prices relative to Hang Seng index) 
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Start of reorganisation. 
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lion, a figure greater than the HK$ 
million which Wharf r or 

all the Wheelock co i 
December 1986 
the Wheelock c 


Polo rakes in. 
hotels in the 
Terminal com; 


ers Asia appear tọ 
in advising Wha 
sales back in 198 
For one thin; 
bought Cornes or 
multiple — double th 
is not Hongkong's mo 
But then, the averag 
in Tokyo is more like 60 e both 
World (which is 70%-owned by. Pa 





commission fees if British Aerospace 
won lucrative defence contracts in 
Japan. Who knows? Pao might need 
cash to help defray the roughly HK$1.4 
billion loss on his investment in Britain's 
standard Chartered Bank, not to men- 
tion rumoured sub-underwriting losses 
on last year's British Petroleum rights 
issue. 

The big losers in this game are Hong- 
kong stockmarket investors and any 
hope of Hongkong establishing a repu- 
tation for decent play. Pao is just 
another Hongkong entrepreneur who 
treats his minorities with contempt. In 
his case, Wharf appears to have got the. 


rotten end of the deal through and | 
pas: 

Wharf's share price, since 

the restructuring began, so- 


Why else h 





through. 








abysmally underperformed 






dig their heads deeper in the 
sand, insisting you sell 
Wharf if you do not like it. 
That does nothing for the 
Hongkong market's sad rat- 
ing. Poor disclosure, market 


of minorities are as import- 





in damaging overseas-invest- 
or confidence in Hongkong. 
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Ostrich-like investors in. 
the Hongkong stockmarket 


closures and regular shafting |. 


ant as any China uncertainty | 


As a result, all are poorer. 








































un extraordinary year’ 


Malaysia’s central bank announces good economic news 


By Nick Seaward in Kuala Lumpur 
(A Aalaysia has served notice that it is 
“HWE back on course to join the ranks of 
the newly industrialised countries 
(NICs). Amid markedly better overall 
economic growth in 1987, figures just 
released by the country’s central bank, 
Bank Negara (BN), show that the man- 
ufacturing sector contributed more to 
the GDP last year than agriculture, 
forestry and fishing. This is the first time 
this has happened. 

It will still be some time before 
Malaysia reaches true NIC status, said 
. BN governor Tan Sri Datuk Jaffar Hus- 
Sein, but nevertheless, “looking back, 
1987 was an extraordinary year." Jaffar 
| was not just referring to 
.| manufacturing's unsurpassed 
| 22% share of GDP either. 
After a sluggish recovery of 
1.2% in real GDP growth in 
1986, the economy has re- 
bounded at twice the ex- 
pected rate with growth of 
4.776 . Most of this expansion 
took place during the last 
four months of the year. 

There was also a spectacu- 
lar improvement in the cur- 
rent account. Helped by a 
7.4% turnaround in the terms 
of trade (compared with 
—15.695 in 1986), the mer- 
chandise account registered 
a surplus of M$14.7 billion 


LABOUR 


(US$5.7 billion) — nearly double the 
1986 figure. And though the deficit in 
the services account was marginally 
higher at M$9.1 billion, Malaysia still 
managed to achieve an overall surplus 
of M$5.9 billion, or 8.1% of GNP. 

The good news does not stop there. 
With prepayment of nearly M$4 billion 
foreign debt last vear, total outstanding 
external debt has remained virtually sta- 
tic at M$50.7 billion. Debt servicing 
rose by 4.7% to M$7.9 billion, but with 
exports surging, the debt-service ratio 
shrank from 18% of gross exports in 
1986 to 15.2% last year. 

As Jaffar indicated, the main reason 


Banking on deserters 


Singapore plans a PR blitz to attract Hongkong emigrants 


. By Ellen Salem in Hongkong 


C iepr wants to boost its position 
from a "poor third" in the scramble 
to lure the best and the brightest of 
Hongkong's growing brain drain. 

The city-state has long fancied itself 
as a haven for those of Hongkong s pro- 
fessional class disenchanted with the 
prospects of life under Peking domina- 
tion after 1997. Now it has announced 
plans to launch an active campaign to at- 
tract Hongkong graduates and entre- 
preneurs to Singapore. The public-rela- 
tions drive is slated to start by mid-year 
and a government-owned management 
consultancy firm, SMC (HK), has al- 
ready been set up by Temasek Manage- 
ment Services, to recruit Hongkong tal- 
ent. 

Additionally, Singapore is offering 





permanent residency and eventual 
citizenship to qualified bank staff from 
places “like Hongkong.” In late March, 
the Singpore Foreign Exchange Market 
Committee circulated a letter signed by 
committee chairman Fock Siew Wah to 
foreign banks in Singapore outlining in- 
centives designed to attract high-calibre 
treasury personnel to Singapore. Incen- 
tives, including immediate permanent- 
resident status, citizenship in two years 
and exemption from military service are 
being offered to selected applicants ex- 
perienced in a range of specialised 
banking areas. The scheme is being 
supervised by Yeo Lian Sim, director of 
the international department of, the 
Monetary Authority of Singapore 
(MAS). 
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for the economic recovery was a sudden 


| upturn in export-led demand for manu- 


factures — and to a lesser extent, for ag- 
ricultural produce. Electrical and elec- 
tronic products, which account for more 
than 65% of total manufactured ex- 
ports, experienced a 29.2% growth in 
exports over the vear. Other n 
manufacturing sectors-enjoyed similar 
double-digit growth, with textiles and 
EID i abs expanding at 
the rate of 3976. Exports of primary 
products — in particular, saw-logs, rub- 
ber and cocoa — grew by 27.676. 

BN economists forecast that man- 
ufacturing's share of GDP will increase 
to more than 2396 in 1988, while GDP 
itself is expected to grow by 5.3% in 
constant 1978 prices. But the central 
bank has sounded a note of caution. It 
made it clear that sustaining growth will 
depend on the response of the private 
sector to investment opportunities, 
especially those in manufacturing. 

Gross private investment grew by 
only 4.9% to M$10 billi 
last year, while private si. 
ings leaped by more than 
50% to M$21.2 billion. To 
sustain the planned GDP 
growth rate this year, BN es- 
timates that the country will 
need non-energy private 
investment totalling at least 
M$10.6 billion. 

The strong growth in pri- 
vate savings last year more 
than compensated for alarger 
savings-investment gap in the 
public sector of M$5.4 billion. 
Overall, there was a resource 
surplus of M$5.9 billion, but 
only a portion of this found its 
way back into increased de- 
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LE old, with six years' experience and 
e earning a total compensation pack- 
age of $$140,000 (US$69,620). Perm: 
ent residence status will be given tc .. 
wife and children below the age of 21 of 
those chosen — though husbands of 
women recruited through the program- 
me will not be given permanent resi- 
dence. Applicants aged 25-30, with five 
years experience and a total compensa- 
tion package of $$100,000 may also be 
considered. 

These incentives appear to run 
counter to Singapore's stated immigra- 
tion oe In an interview in early 
March with The Straits Times, Andrew 
Chew, head of the Civil Service, said — 
that as a general principle immigration 
rules would not be relaxed for Hong- 
kong professionals. Potential immi- 
grants from Hongkong would have to 
meet existing conditions. This places 
Singapore at a distinct disadvantage to 
Canada and Australia in attracting 
Hongkong emigrants. | 

Present immigration rules permit 
aliens to apply for permanent residence 
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j relative unattractiveness of 





posits with the financial system. This 
was due to the government prepaying 


| some M$3.8 billion of external debt. 


Private savers were also reluctant to 
place money on deposit because of the 
interest 
rates. The mode deposit rate of the 
banks declined by 2.5-4 percentage 
points in 1987 to around 2-4.25% by the 


_ end of the year. Meanwhile, the banks’ 


spreads remained high, with the mode 
base lending rate (BLR) and the aver- 
age lending rates coming down only to 
7.5% and 9.25%, respectively. Con- 
sequently, loans only started to pick up 
in the second half. At the end of the 
year, loans were only marginally up by 
0.2% on the end of 1986. 

However, the loan-growth figure is 


somewhat misleading. It fails to take 


| 





into account the sale of housing loans by 
the banks to the newly established Na- 
tional Mortgage Corp. The central bank 
is still clearly less than happy with the 


loan-deposit ratio, which is now down 


n more than 100% in mid-1986 to 
-> at the end of last year. 


s a direct response to this excess 
"4 liquidity, BN has reversed its in- 
terest-rate policy. Commercial banks 
now no longer have to keep their de- 
osit rates pegged to those of the two 
argest banks, Bank Bumiputra and 
Malayan Banking. Instead, banks must 
now beep their BLR within half a per- 
centage point of the two big banks’ 
BLR. At the same time, commercial 
banks have been persuaded to keep 
their lending rates within four percen- 
tage points of their BLR and their pen- 
alty rate for non-performing or delin- 
quent loans to within five points. 
BN stated that it had taken “vigorous 
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Status six month after obtaining a work 


permit. Foreigners with 10 years' per- 


- manent residence may apply for citizen- 


. But a risk, as several management 
ultants have pointed out, is that the 


- immigration department has discretion 
 atall timesand bases its decisions on the 
. need for expertise in certain job areas at 


the time an application is made. Thus, if 
Singapore is short of electrical en- 
gineers, a Hongkong resident could 
probably get a work permit. But six 
months later, he would still have to 
apply for permanent-residence status. If 
the need for electrical engineers no 
longer exists, permanent residence 


. could be withheld. Should he choose to 


remain for 10 years, he could apply for 


. citizenship, but again this is not automa- 
. tic. 


In contrast, people who are granted 


. immigration visas to Canada or Austra- 
< la gain permanent-resident status on 
. arrival, with citizenship available to 
. those of good character after passing a 
| simple verbal interview. Citizenship 


may be applied for after three years in 


| Canada and two years in Australia. Un- 
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moral suasion" to bring down the BLR 
of the commercial banks last year. Even 
so, banks still ended up with an interest 
rate margin of 6.1 percentage points by 
the end of 1987 — the highest they have 
enjoyed this decade. However, with 
overheads of 2.8% and bad-debts provi- 
sions and interest-in-suspense account- 
ing for a further 2.8% , BN pointed out 
that the banking sector is not very pro- 
fitable. Figures supplied for the first 
time show that the banking system 


made a profit of M$565 million last year | 


on interest income of M$7.9 billion. 
This compares with a loss of M$224 mil- 
lion incurred in 1986 on interest income 
of M$9.4 billion. 

Steps have been taken to help out the 
Malaysian banks. At the beginning of 
last year, in an unpublicised move 
(which also received no mention in the 
BN annual report), the central bank 
tightened restrictions on borrowing by 
foreign-owned companies from foreign- 
owned banks. Foreign companies in 
Malaysia had been able to raise half 
their loans from foreign-owned banks. 
This proportion is now 4076. Jaffar de- 
fended the move, which he said was 
necessary to break up a monopoly of 
foreign company business that foreign- 
owned banks enjoyed. 

Jaffar also said that the govern- 
ment's M$500 million Enterprise Re- 
habilitation Fund for bumiputra (indi- 
genous, mostly Malay)-owned business- 
es was designed mainly to help banks 
out of their bad loans. it banks convert 
bad loans into equity, BN will treat 
them as loans for the purposes of assess- 
ing compliance with the 1988 lending 
guidelines. Under these guidelines, a 
minimum of 20% of a bank's loans must 
be to bumiputras. 





less immigrants engage in criminal acti- 
vity, they are all but guaranteed citizen- 
ship. 

Executive recruiters and manage- 
ment consultants also point out that the 
salary levels set for the Singapore bank- 
ing talent quest targets individuals who 
already have various alternatives to 
staying in Hongkong. Nonetheless, 
noted one member of a leading execu- 
tive search firm, there are many Hong- 
kongers who would prefer to stay in a 
Chinese environment and thus, all 
things being roughly equal, would opt 
for Singapore rather than Canada or 
Australia. 

Indeed, several management consul- 
tants have suggested Singapore’s efforts 
are misdirected. Rather than target pro- 
fessionals with cross-border skills, such 
as foreign-exchange dealers or electrical 
engineers, attempts should be made to 
lure workers whose skills are founded in 
their ability to deal in the Asian cultural 
melieu. High-powered sales and mar- 
keting executives might well consider 
Singapore a better alternative to 
Canada or Australia. 
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Unfinished 
negotiations 


terms from two major creditors 





By Jose Galang in Manila uw. 
T Philippines is wrestling with its 

major creditors, the US and Japan, 
official. bila- 
ing reached 
debts to four 
[a 31 March 


over the rescheduling o 
teral debts despite 
agreement to restructi 
of its aid donors ah 
deadline. Ec 

Manila signed fo 
agreements coverir 
debts with Switzerl 
land and Britain in 
later, Philippine fi 
officials were ag 
table. This time 
longer repaymei 
terms on some 1 
debt falling due i 
June 1988. 

In the wee 
(after which Mai 
default unless it secure 
talks were taking plac 
the US, which acco 
lion and US$200 1 
































sions with anot 
lands, were rep 
by a slow flow 
agreements ove 
and Central 


concluded, the most attractive package 

was with Belgium: a repayment period 

of 30 years at zero interest.) E 
But neither Washington nor Tokyo 


seems likely to be as accommodating, de- |. 
spite earlier optimism by Fernandezand |. 
Jayme following trips to the two capi- |. 
tals. Japan, for one, has reportedly m- | 
sisted on interest rates “higher than | 


market rates." The rescheduling discus- 
sions coincided with talks for this year's 


loan p from Japan's Overseas |. 


Economic Cooperation Fund (OECF), 


under which soft loans are extended to | 


various Philippine development pro- 
jects. 

A rescheduling agreement is impor- 
tant if Manila is to be able to spend more 
on development. In 1987, the country’s 
debt-service payments of US$2.96 bil- 


lion represented 52% of export earn- — 

ings. The payments also represented . 
an increase of 11.3% over 1986, as in- 
terest rates rose. (Payments also were- 
E | affected by miscalculations which led to . 
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loans.) 
© This year Manila projects debt-ser- 


vice pat oF of nearly US$3 billion, of 


which US$2.1 billion will be for interest. 
Inflows from foreign lending agencies 
are projected at some US$800 million 
this year, compared to inflows of 
US$1.16 billion from both official and 
commercial sources last year. The gov- 
ernment is yet to formally request new 
money from its commercial creditors 
this vear. 

New borrowings. or big cuts in debt- 
service outlays, are deemed necessary 
| for the economy to continue growing. It 
| expanded 6.6% over 1986-87, after con- 
| tracting by more than 1076 in the pre- 
- ceding three years. Government eco- 
nomists project a financing gap of 
| some USSS billion over the five years to 
- 1992 if the economy achieves its target 
of 6.5% average annual growth. 

This financing gap will figure promin- 


some. double-counting of short-term: 











confer around mid-year with the coun- 
try's Paris Club creditors for the annual- 
review of the Philippines’ economic per- | 


formance and future prospects. Manila 
also may have to request new talks with 
its commercial-bank creditors later 
this year to find ways to bridge the gap. 

Failure to reschedule official debts in 
time could hamper these planned initia- 


tives. 


M anila is also looking to its traditional 
financing sources, notably Japan, 


for assistance on its land- om pro- 


gramme which is slowly taking shape 
in congress. Although the government 


failed to secure this assistance last year, 


due to resistance among the multilateral 
agencies to financing land transfers 
under the programme, there are plans 
by Manila to present new requests for 
the financing of the programme's other 
components, particularly support 
schemes for the farmer-beneficiaries. 


tl be secured from: sales of govern: 








ment corporations and from seques- 
tered assets, seized from officials of the 


Marcos government on suspicion of 
having been acquired illegally. 


Meanwhile, the World Bank on 25 
March approved the release of the sec- 
ond tranche — of US$100 million — of 
a USS300 million economic-recovery 
loan to the Philippines. That may have 
boosted the country's chances of wrap- 
ping up the debt package. The loan was 
granted a year earlier, to boost efforts at 
strengthening the economy and "help 
create an environment for foreign cre- 
ditors to continue their support, as part 
of the recovery effort of a highly in- 
debted country.” 

Parallel releases from co-financiers 
of the programme, the Export-Import 
Bank of Japan and OECE, were ex- 
pected to follow. The Japanese Exim- 
bank was expected to release US$100 
million and the OECF ¥4.4 oe 





| 
| 
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jJ ently when the Philippine negotiators 


Funds for the land-transfer portion 
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Attacking high returns 
Pakistan acts against unofficial deposit-takers 


By Husain Haqqani in Islamabad 


he Pakistan Government has launched a campaign against 

private finance companies which offer unusually high re- 
turns on deposits — sometimes as much as 100% a year. The 
popularity of these unauthorised deposit-takers has diverted 
funds away from public-sector banks, government-savings 
schemes and the stockmarket. 

The State Bank of Pakistan (the central bank) has initiated 
legal action against 44 companies. These are accused of violat- 
ing a recent ban on advertising to solicit deposits by organisa- 
tions other than banks. Investigations have also been ordered 
against another 280 companies which allegedly operate on 
the margin of the law. 

Legal proceedings have followed a massive publicity cam- 
paign, sponsored by the Finance Ministry, aimed at dis- 
couraging the public from depositing their savings with unau- 
thorised companies. The campaign reminded potential invest- 
ors of a similar boom in unauthorised high-yield deposit-tak- 
ing in 1979. The boom ended with 185 organisations disap- 
pearing with almost Rs 1 billion (US$57.1 million) of de- 
positors’ money. 

According to unofficial estimates, the 324 existing com- 
panies hold deposits to the tune of more than Rs 10 billion. 

Private finance companies have mushroomed during the 
past two years and their success is attributed to the absence of | 
alternative investment opportunities. They accept deposits as 
“investments” on a profit-and-loss sharing basis to circum- 
vent Islamic laws prohibiting interest. A minimum rate of re- 
turn ranging from 6-8% every month is assured. The main in- 
vestors are salaried people who find the idea of an additional 
monthly income delivered at their doorstep lucrative. 

Investors are generally not afraid of losing their life sav- 
ings. They argue that the high rate of return means they re- 
cover their principal within 12-18 months. Most deposit-tak- 
ers are in business for at least two years. 

Officials say the companies pay out only the depositors' 
own money in rotation. Once a company's sponsors have suf- 
ficiently enriched themselves, they are likely to disappear. 
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The more reputable finance companies point out that they 
make profits through short-term lending and hire-purchase 
services currently not offered by the nationalised commer- 
cial banks. Some finance companies have also made money in 
| large property deals in Karachi's growing real-estate mar- 
ket. | 

Pressure for action against the unauthorised deposit-tak- 
ers came from the banks and the Karachi Stock Exchange 
(KSE), which have suffered due to diversion of funds. How- 
ever, apart from charging unofficial finance companies with 
violating the advertising clause in the banking law, the gov- 
ernment has no‘apparent legal mechanism to block the opera- 
tions of a deposit-taker until it actually closes down without 
returning depositors' money. 

Thelaw does not bar anyone from inviting investment par- 
ticipation, as the companies formally do, and criminal pro- 
ceedings against sponsors for failure to fulfil any contractual 
obligations can go on for years. 

Critics of the government's campaign point out that the 
only way to control what is described by local newspapers as 
“the investment racket," is to improve the performance of 
banks and the KSE. 


p rofits paid out by the banks under profit-and-loss-shariuig 
Islamic banking have been far below the inflation rate. 
The banks have offered a return of 6-7% on one-year deposits 
while inflation is running at 12%. 

Strict credit ceilings enforced by the central bank have re- 
sulted in excess liquidity with banks. This has cut bank profits 
and forced borrowers to look for finance elsewhere. The stock 
exchange, which has 367 listed companies and. market 
capitalisation of Rs 37 billion, offers little opportunity to small 
investors. Only a third of the listed companies paid decent di- 
vidends last year. 

Government plans to allow authorised and duly regulated 
private investment and finance companies have moved slowly. 
More than three years after plans were announced, new laws 
have vet to be approved, though the government has already 
received and is processing 43 applications from business 
houses. 

Civil servants and public-sector bankers are reluctant to 
support liberal grant of licences to private deposit-takers de- 
spite wide support for such a policy. Their hostility to the idea 
of private-sector financial institutions reflects the desire to 
avoid competititon for deposits and profits rather than a 
genuine commitment to protecting small investors. 
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| Malaysian 
Shipping 


bout the only consolation for busi- 
nessmen and investors in Finance 
Minister N. D. Tiwari's maiden budget 
(REVIEW, 10 Mar.) was that it could 
have been worse. Corporate and indi- 
vidual income-tax rates were left un- 
touched and even the indirect-tax bill 
showed a net increase of just Rs 6 billion 
(US$461.5 million). 

The Rs 74.9 billion deficit, though 
à record, was still less than it would have 
been had not the government pre-emp- 
tively imposed Rs 20 billion worth of 
price hikes since end-1987 on such state- 
supplied industrial inputs as steel, pet- 
rol and aluminium. 

The combination of deficit spend- 


ing, administered price increases and 


drought-induced commodity shortages 
ised the spectre of double-digit infla- 
n, opposition MPs charged. Not to 
WOITY, Tiwari reassured Parliament in 
late March: he had plans — as yet un- 
specified — to rein in runaway govern- 
ment expenditure, as well as money 
supply. 
In fact, both money supply and infla- 
tion have been showing steady, or even 


downwards, in recent months. This may | 


be no more than a temporary respite, 
though. As food reserves were 
mobilised for drought relief, M3 
growth has been dampened by a con- 
traction of government credit tied up in 
grain surplusses. The reverse process 
would re-inflate the money supply, 
however, if the summer monsoon is nor- 
mal and the government sets about re- 
building grain stocks. 

New Delhi's borrowing, as well as its 
lending, will fatten the national credit 
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The budget-time blues 


ledger in coming months as more gov- 
ernment paper is issued to make up for 
Tiwari's revenue-raising restraint in the 
budget. Terms have been sweetened on 

old bearer-bond issues and new instru- 
ments have been launched to mop up 
rural savings. 

Tax-spared bonds of public-sector 
companies will continue to crowd out 
private issues in the capital markets. 
Consents for public-sector bond issues 
notched up a 240% increase (to Rs 23.8 
billion) from April through December 
1987, compared with the corresponding 
period of 1986. At the same time, pri- 
vate-sector capital issues shrank by 

53%. 

Industrial investment has slowed 
down from the crackling pace set in the 
early years of Prime Minister Rajiv Gan- 
dhi’s reformist administration. Last 


CALM BEFORE THE MONSOON 
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inflation 
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REVIEWGRAPH by Andy Tang and ivan Kwang 


| % change | Dividend] —— 
on period (prev.) 


Better performance due to full employment of ie: LNG A 
carriers, better liner liftings. | 


Cathay Pacific subsidiary had 72.496 gain in net to 
HK$2.12b as turnover rose 29.2% to HK$11.7b. 


Better interest margins, deposit and loan growth aided 
profits. | 


Proposed one-for-two bonus. Higher export sales, 
improved performance by subsidiaries contributed. = — — 


Higher sale prices for all commodities caused profits to rise. 
Better 1988 performance seen. | | 
Major group restructuring completed during year. All units 
except engineering/construction fared well. | 
Recent increases in rents for new leases will be offset by 
lower income from old rentals. | 


NT$2. 50 | World’s largest container shipper plans further vessel. 
sashes pester in hotel. 






year saw a 13% decline in the number of 
Letters of Intent granted (to 989) and a 
24% drop (to 472 DE in industrial licences 
issued, from 1986 levels. Foreign-col- 
laboration a provals were also. down by 
11% (to 853), though new for: - 
vestment remained steady at about Rs 1. 
billion. Capital-goods SEPIOr aN: 
1276, to Rs 9.8 billion, 


have been worrying aloud that coors 
trends may represent a softening of | 
New Delhi’ S commitment to economic 
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Drought and global recessioi 
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CURRENCIES | | L— _(NTEREST RATES Co 


28 Mar. 
US$! WORTH | 
dollar 1:250 | 1366 | : | ui Mi xe: EB EN m Kid | 
pound . 0,540 0.541 M . <ii Australia - 13. . . 375. "41.625 
dollar 1.2355 1.242 | iid | P gi ded x oae 
franc 5.6375 5.662 od Britain : | a, | 85625 | 86875 
dollar | 7.775 7.804 EB "ue gcd 
| k E 875 4.0 
rupee 15.00 7.675 3; [.] 'ekong | ud oe 
rupiah 1,550.00 1,658.00 . 644. < Indonesia : 20 | | ra. 
en 124.30 124.475 Ped BENE de IT. eu 
LAGER | 2.552 2.561 à $ pa Japan ; i 3. 625. 4.32813 " 
dollar | 1.519 1553 | de | | 
rupee | 1760 | 174325 | 17.4825 T | | | 
peso 20.25 21.02 20.80 s .rj Malaysia 2t : 3.45 
dolfar 2.0025 | 2.008 1.999 m | 1.6. S0 
won ` 740.00 746.00 193.50 E New Zealand . 3, | à 15.60 : 
rupee | 26.00 n.a. 28.93 41] Philippines 15.1875 4 11. 1025... 
franc 1.378 1.378 1.3245 un ee | » "€ 
NT dollar | ^ 28.88 28.64 f <ii Singapore 5.25 14 | Ag [E 3.125 
ai baht 24.85 | 25.115 ` 09 —] South Korea | 11.50 15. NUS | | "^ 
j West Germany mark 1,6615 1.6677 | | 
i; "ENG i Taiwan 5.75 . | £ 4.10 
rate” rate countries Thailand 11.50 3 : Lus 90 
. Bangladesh , 
Brunei .0485 : US$- Rmb 3.722 


Burma a 
Macau HKS = Rmh 0.479 


Nepal : 4. i Soviet Union 

Papua N.G. i | US$-Roubla05944 f | 

Other: SDR1 - US$1.38316, ECU1 » US$1.2355, Laos «cT entering |o QUAS posu da 

S$1- M$1.2775, £1. HK$14.493, US$=New Kip 350.00 |. | Yen ; | 4.25 | 2425 7c. po 425 
^3 months forward: Japan Y 123.695, Vi pd l aa a Me E i ia 

Hongkong HK$7.7515, Singapore S$1.9937, vm Swiss Fr. Gi ae |  20625.'7] "250^ 

fMiddlerate ‘Selling rate = ]  s65 


Source: Telerate for spot and forward rates from Asian money markets, Republic Na- | : 4.493 Ts 45 h tq 12, 125 
tional Bank of New York tor banknote selling rates on the Hongkong market : 1. 
and Deak international Ltd for official rates. ; T offered rate Source: Telerate Vickers da Costa & Co. 


COMMODITIES 


Last sale: to 28 Mer 


Gold London (3) 
3-5 yearst 


Copper . | New York (4) | 7-10 years. 
Current delivery (Mar.) NÉ 04. 3,55, international — 3-Syearst 
May delivery | l 7-10 year ast 
Aluminium London (1) Yen: | 

Current delivery (Mar.) | 1.528.00 1,110.00 1,110.00 jt. en: | 
May delivery 1,315.00 Domestic 3 years t 
Tin KualaLumpur (2) 17.28 17.48 | 17.02 10 years t 
Cotton New York (4) i International 3-5 years! 
Current delivery (May) | 62.65 63.03 68.91 ; 7-10 years: 
. July delivery 61.62 Dm: . 
| Rubber KualaLumpur (9) | Domestic 3-5 years". 
^. Current delivery (Apr.) 290.00 288.00 273.00 x 10 years " 

. une delivery 291.00 | international — 3-5years! |. 

-Palm Oil KualaLumpur (5) 7-10 years! 

Current delivery (Apr.) 926.00 860.00 | 1,025.00 
. June delivery 918.06 3years? 

| Sugar | (4) 10-years t 

Current delivery (May) 9.90 8.80 | 8.65 3-Syearst | 
. July ioa "Y : m 8.85 7-10 years? 
| Sarawak Asta bik 100% | 897.50 | 897.50 970.00 . 1,025.00 " TUNES 
. Wheat Chicago (6) | | | Deci E 
Current delivery (May) 305.00 299.00 | 318,60 288.50 ms SYET, 
." July delivery 313.20 P 35 years! | 
` Maize ica (7) 7-0 yearst 
Current delivery (May) 208.70 198.00 189.60 163.50 £: 7 "m 
July delivery 212.70 i . Syearst 
5 AGyearst 
300.00 | 300.00 270.00 213.00 nternational.  3-5yearst 
7-10 years: 
648.40 i 620,00 i 607.40 497.75 ot, 
656.20 3-5 yeast 30. 
(1) | (— T-iüyearst | 32.75 
m 908.00 ,036.00 1.274.00 | 3years + | 13.67 

» 5. “TAO years? J 42:8: 

| 1419.00 | 1,118.00 | 1219.00 1,260.00 i | D d 

l 1136.00 ] 3- <Syeurst 

an go seyees: 

15.50 15.50 16.80 17.60 pvo | 
TM ^ 15.60 15.05 17.55 18.45 E? 5-5yedrat i i 
Sais —— ^. .7R30yeast | 7.82 1| 
WUScalb. (5) M$ a tonne (6) US« a 60 Ib bushel ea ae E PS 
@) US$atonne e ns akg: 08$ S$a 100 kg (1 rset barrel Source: Terme, Reuter. 









EFFECTIVE EXCHANGE RATES 


Weighted i = trade with the countries shown plus the US and Canada and 14 European countries. Feces are for the week ended 26 Mar. 
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Economic Growth % (real) (1) 
1987 
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4.6 9.4 13.6 1-2 i 3 

1988 | t3 7-7.5 5-7 1.5 2.6-3 
international Reserves (5) 

Latest. | USS$8.47b US$16.31b n.a. USS6.14b | US$5.59b 

"s l | (Jan.) (Dec.) (Oct.) uses os d 

“Year earlier | US$5.91b US$11.45b n.a. US$5.87b 
Trade Balance (total merchandise) 
Latest 3 months | -US$0.03b | -US$1.24b *15$0.24b -US$1.57b * US$1.49b(9) 

i (Oct.-Dec.) | (Oct.-Dec.) (Dec.-Feb.) (Oct, -Dec.) i (Sept.-Nav.) 

Previous 3 months | -US$048b . | > US$0.71b + US$0.32b -US$1.27b | + US$1.54b 

Year earlier i - US$0.22b -US$3.0b -US$0.00b | = US$1.58b | *US$1.01b | 
Exports (7) | | 

Latest 3 months US$7.45b i US$13.41b uS$19, 12b US$2.88b | US$4.73b(9) USS6O. aod) 2 

% change previous 3 months +14.2 | +358 Poo oa 1.9 +34 *2.6 i 

% change year eartier +13.3 +40.4 +37.0 +317 +38.6 + p^ Y 
imports (8) 

Latest 3 months US$7.48b US$14.65b usta. 88b US$4.45b US$3.24b(9) US$43. 89b(6) a 

T change previous 3 months +6.9 + 38.4 13 49.9 *€8.8 l +74 7 

% change year earlier | +99 + 16.7 +33. 7 *18.1 +35,0 + 39.0 
COMEDIT Prices | 

July diy 81-100 | Sept. ie 1986-100 | Oct. 84- SOR 85-- 100(2 1960-: 100 Apr. 77-Mar. 78 - 100 1965-100 
qe eee index average 2.9 07.96 3.2 752.7 302.0 | 100.8. 
(oct Dec) Sept. Dec} (Dee. Feb) (Dec.-Feb.) (Dec.-Feb.) | iNov.-Janj) 

% change previous 3 months *2.4 *2.5 | Ex 

% change year earlier 431 | 120 tro +94 49.0 | (08. 7 
Monay PP ON a " 

| A$125.23b(10) Rmb 775.48b HK$328.16b Rs 1.611(10) Rps 31.64t | ONXSTTGOpD 

| Dec.) (Sept) (Feb) (Feb.) (Sept.) | (lan) 
[^ change previous month +47 i *7.5(11) «0.8 2.4 | 12 
36 change year earlier *163 E +31.2 +30.5 13E | +449 PNG 
boda PE NE Poe o i 

























MALAYSIA PHILIPPINES SINGAPORE THAILAND © 
«conomic Growth % reah (f | . E 
1987 4.7 5.05 8.8 11 z 
1988 2-4 5.5-6.5 5-6 6-8 6,8- 





International Reserves (5) 
Latest 































US$7.44b US$0.77b US$14.02b US$76.7b 
| (Dec.) (Jan.) (Aug.) (Dec.) 
Year eartier US$6.03b US$1.82b US$12.91b US$46.3b 
Trade Balance Hol merchandise) l 
Latest 3 month + US$0.79b(4) ~ US$0.15b ~ US$0.73b +US$1.75b(6) *u5$3,28b 
(Oct.-Dec.) (Oct.-Dec.) | (Aug.-Oct.) (Dec.-Feb.! (Dec.-Feb.) 
-US$0.57b -US$0.33b —- US$1.10b +US$2.01b +US$$5.08b 
| +US$0,45b -US$0.01b ~US$0.87b + US$0.87b +US$4.13b 
f 
Lates i US$4.24b(4} US$1.62b US$? .83b US$13.26b{6) e = i 
% change previous 3 months | *9.3 +8.7 +42.9 | +2,8 
% change year earlier | 434.9 * 30.7 +36.1 +43.9 + A o | 
imports (8) i 
Latest 3 months US$3.45b(4) US5$1.77b USS8.56b US$11.51b(6) US$10.47b 
% change previous 3 months +4,7 -2.8 46.6 *5.6 +10.0 
% change year earlier + 29.4 +41.6 +29.2 +37, 9 +560 ] 
Consumer Prices i | 
Base 1980-100 1978= 100 June 82-May 83 = 100 1985 — 100 1981 — 100 
Latest 3 months index average 127.5 387.2 103.3 108.6 106.2 | pal 
(Oct.-Dec.) (Dec.-Feb.) (Oct.-Dec.) (Dec.-Feb.) (Nov.-Jan.) (Oct.-Dec.). 
3e change previous 3 months *0.1 *2.8 -0.1 441.7 —0.1 +49 
56 change year earlier *0.3 *8.3 -1.3 + 6.7 +0.7 432 
Money Supply (3) 
Latest y M$55.2b P156.11b $$37.09b Won 39,70t NTS$4.17t Baht 808.6b 
(Sept.) (Dec.) (Dec.) (Feb.) (Dec.) (Dec.) 
% change previous month *0.4 «9.9 $2.1 $0.5 +48 *3.9 
% change year eartier 6,3 * 14.6 *19.8 * 16.8 +26.0 *198 
(1) Official and other estimates of GDP (GNP in Japan) (2) Consumer Price index A (3) M2 or currency plus bank deposits {4} Peninsular Malaysia only (5) IMF definition of reserves 
minus gold except for Singapore (6) Customs basis  (7)fob — (B) cif sient d ASAA (10) M3 Badae Source: Official statistics. 






AR EASTERN ECONOMIC REVIEW.» APRIL 1988. 






Taipei leads the way down 


MARKETS in the region ended the period to 28 Mar. lower — some sharply — in generally light volume, on 


news of an exchange rate — inspired fall on Wall Street. Hardest hit were New Zealand and Taiwan. 


NEW ZEALAND: A four-week rally, 


F 


which had taken the market to a high 


_ for the year on 24 Mar., abruptly ended | 777 
. on 28 Mar. as the market fell on Wall | 3800) 
Street's retreat. Continued interest- | 39g 


.rate falls contributed to the gloom. 
. Brierley ended the period at NZ$1.23 


- (79 US cents), a 14-cent loss. Total vol- | 2,000) 
: ume was &6.4m shares valued at 


- NZ$97.35m. 


- TAIPEL Shares declined broadly, with |, 
investors unwilling to support the | => 

index beyond 3,500. A lack of fresh | ^* 

| positive news, combined with institu- |.380 


. tional selling, gave the index its biggest 
drop since early December. Volume 
was healthy at NT$15.09b (US$527m). 


Taiwan | Cement fell 9.4% to Xam pir 
NT$72.50, while Chang Hwa Bank de- | tleprrpy ayy 


- clined 10.896 to NT$297. 


| AUSTRALIA: Stron g support [or aA. Cum x rum 
. dustrial stocks and surging commodity p<- 
prices swelled market confidence, be- |’ 
fore Wall Street's pessimism forced the |: 
market into its biggest one-day loss this | 4 
vear. Takeover bids worth a total |... 
ASI.3b (US$959.4m) were launched | ^ 


on three companies: Rheem, Tooth 


& Co. and Costain. Volume was | quise ee 


960.2m shares worth ASI.2b. 


 HONGKONG: Prices be gan the period ere 


|] lower, in response to a discouraging |... | close 2a 


performance on Wall Street, and con- 


tinued a virtually unbroken string of | 349 

losses. A number of brief attempts to | 300 

rally on 25 Mar. were defeated. A rush |, ola 

of overseas sell orders, further under- | ^ 
mined the market on 28 Mar. The | 22 

. Hang Seng Index finished the period at | $900 





















2,466.78, a fall of 136.02 points. 


TOKYO: The market rallied by more 
than 300 points on 28 Mar., the first 
trading dav of the new financial vear — 
after sliding lower the previous three 
days. Electricals recovered despite the 
- fallin the US dollar. In financial issues, 

Daiwa Securities fell ¥70 (56 US cents) 
to Y2,690. The period saw thin trade 
.— 999m shares daily worth Y917b, 
with institutions sidelined. 


-at the expense of several speculative 
.Oil-exploration issues. Turnover aver- 








695, on 361.85m shares, down 7%. A 
- few commercial-industrials and mining 
“issues posted small gains, but most 
were flat. Philippine Overseas-B fell 
^5.776 to P0.033 and Oriental-B fell 
* 2.5% to P0.038. 








above its M$1.10 subscription price, 








MANILA: The market moved sideways : 


aged P39.28m (US$1.9m) a day, up |- 





— — eet 


SINGAPORE: After showing some re- 
silience the market caved in to bearish 
pressure from Wall Street and most 
issues fell. Food-based QAF was 
active but finished at 47 S cents (23 US 
cents), a l-cent gain. Shipping stock 
NOL and its two warrants were also | 
heavily traded, with the NOL TSR | 
1993 shedding 7 S cents to 56.5 S cents. 
Volume averaged 28.2m shares daily. 


KUALA LUMPUR: The market was jit- 
tery and the fall on Wall Street has- 
tened the downtrend. Blue chips suf- 
fered the worst, but some plantation 
and tin issues bucked the trend. Trade- 
winds ended 57 M cents (22 US cents) 


while rubber stock Temerloh was 74 M 
cents up at M$2.45. Volume averaged 
20.5m shares, valued at M$31.9m. 


SEOUL: The market dipped 7.78 
points in another lacklustre period. 
Car issues perked up, however, on 
news that Hyundai Motor would not 
be hit with Canadian anti-dumping 
charges. Hyundai itself gained 6.7%, 
while Ssangyong Motor advanced 
12.1%. Volume averaged 6.2m shares 
daily valued at Won 115.4b 
(US$151.8m). 





BANGKOK: Panic selling spurred by 
declines abroad hit the market on the 
last session of the period, knocking 
nearly 22 points off the SET index in à 
day. The market had been overbought, 
but few expected so drastic a correc- 
tion. The index hit 404 earlier in the 
period, and heavy trading on the final 
day indicated continued interest. The 
index ended down 20.02 to 380.29. 





BOMBAY: Equities continued to slide 
under heavy selling pressure. The re- 
cent lifting of the forward-trading ban 
backfired, as bears took advantage of 
the carry-over facility to. hammer 
prices down. The BSE index hit a new 
low of 390 on 25 Mar., and sentiment at 
the close was weak. Reliance Indus- 
tries closed at Rs 72 (US$5.50), down 
Rs 11. 





NEW YORK: Shares ended the period 
with a fractional gain after several | 
sharp declines. Concern over a weaker | 
dollar pushed most industrials lower. 

A modest gain at mid-week was due to | 
window-dressing, as traders balanced | 
portfolios against the approaching end 
of the first quarter. The Dow Jones In- 
dustrial Index finished 87.37 points 
lower at 1,979.77. TZ 
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- THE WINNING FORMULA - 


Westpac is the market leader in arranging Australian Dollar Note | 


















d Issuance Facilities and Euro Commercial Paper Programmes in Asia. 





The tombstones above bear testimony to these endeavours. And Westpac is 


committed to opening up the Capital Markets to other institutions similarly on the move. ; ao 





With this in mind, we can tailor packages to suit individual needs and drive the product Du 


with an unmatched distribution and placement capacity. 






To profit from dealing with the team dedicated to winning, contact 


Australia's largest and most experienced banking and financial services group. 


Hong Kong (5) 213191 Geoff Spender 
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DD 2 7M am 
hen one of the world's largest truck manufacturers makes unrivalled worldwide experience to invest in the future 
an announcement you know it's going to be big news. Building on experience means maintaining a 
Scania, the truck division of Saab-Scania, has madethe reputation for meeting the needs of every kind of truc 
best range of trucks it's ever made even better. user and transport need. 
The new range, called Scania Series 3, offers a whole investing in the future means launching a new cab 
with an all-new interior and instrument panel; a wider 


ange of new and technologically advanced features and 
aam. modifications. In short, Scania is building on its choice of tougher 14-litre diesel engines, with uprated 
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Saab-Scania, Scania Division, S-151 87 Sódertálje, Sweden. 





A new dimension 
in truck technology 
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tputs up to 470hp; and much more. 
It all adds up to anew dimension in truck technology. 
The new Scania range is now being introduced in 80 
untries throughout the world where Scania has gained a 
owned reputation for transport economy, safety and 
gged reliability. 
It just goes to show there's no substitute for quality. 
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When it comes to reaching 
Asia’s frequent business 
travellers, the Far Eastern 
Economic Review offers you 
the most mileage. 


At present most of the 
world’s leading airlines with 
routes in Asia use the Far Eas’ 
em Economic Review requ 
larly as a primary advertising 
medium. Why? The answer is 
simply because the Review 
reaches the highest audience 
concentration of heavy fre- 
quent independent business 
travellers of any regional pub- 
lication in Asia today. And 
does it more cost-efficiently. 


If you'd like to know more 
about our frequent business 
travellers, write on company 
letterhead and we'll be glad to 
send you a copy of the latest 
1986/57 6 City Media 
Phase from the INTRAMAR 
STUDY independently con- 
ducted by International Trav 
Research Institute. The facts 
speak for themselves. You'll 
see how well-travelled we are. 


- 
Lem - 


SINGAPORE RIVER TODAY 


... still flows around the 
Hotel New Otani ack in 1819, 


Stamford Raffles, the founder of Singapore, landed 
at the mouth of the Singapore River. Today, quaint, 
old buildings and a bit of the old way of life still 
surround the Hotel New Otani. 

Being in the midst of the past is only one of the 

great advantages of staying with us. Of course, you ll 
also find all the facilities 





Address your inquiries to:— 


you've come to expect from Elaine Goodwin, 
a New Otani hotel. General Sales Manager 
Far Eastem Economic Review, 
G.P.O. Box 160, 


Hong Kong. 


FarEasternEconomic 


Unparalleled influence in Asia. 





For reservation and information, please contact The New Otani International Sales Office: In the United States (800)421-8795. Toll-Free 
California (800)252-0197, Toll-Free, Hawaii (808)923-1555, United Kingdom (00)731-4231, Tix 8950113. Japan (03)221-2016, Tix: 24719 

Hong Kong (5)292723, Fax: (5)861-3549, Tix: HX 86025 

Hotel New Otani Regional Sales Office: |n Kuala Lumpur $501109/ 5501110, Tix: MA 38642. Jakarta (2 21)331-507 (Ext. 290), Tix: 42628 NPI JKT 
Reservations are also available through Utell International, Intl Airlines and Travel Agents throughout the world 





ADV ERTISE IMENTS 


APPOINTMENTS 


AMNESTY INTERNATIONAL 
ASIA RESEARCH DEPARTMENT 


The international Secretariat of Amnesty International in London 
needs an Executive Assistant to work with a team on Amnesty 
|] International's concerns in Southeast Asia. S/he will be primarily 

responsible for liaison with Amnesty International groups worldwide 
campaigning on human rights concerns in Viet Nam, Malaysia and 


¿$ Singapore and will be advising on appropriate membership actions 
.] to be taken. 

^. Fluent written and spoken English is essential, knowledge of French 
=f- would be an asset, as would be familiarity with the Amnesty Interna- 
| tional movement. A background knowledge of the region is desira- 
=f ble. Candidates must be able to type, and be able to work in a team 
Ue Nen under considerable pressure. 


dm —Blary Starts at £10,749 pa, rises to £13,710 pa 


(index-linked, annual increments) 


CLOSING DATE FOR RECEIPT OF COMPLETED APPLICATION 
. FORMS: 15 APRIL 1988 


INTERVIEWS SCHEDULED FOR MID MAY 1988 


For further information and an application form, please contact: 
Personnel office, Amnesty International, International Secretariat, 
1 Easton Street, London WCIX 8DJ, United Kingdom. 

Tel: (01)837 3805 





international 





EDUCATION 


.. T. GEORGE'S UNIVERSITY 
~ SCHOOL OF MEDICINE 


| GRENADA, WEST INDIES 





| The General Medical Council of the 


| United Kingdom officially recognized St. George's University 


School of Medicine on February 9, 1988. 

This recognition allows graduates of St. Georges to do 

<f- postgraduate training in Great Britain. St. Georges has had a clinical 

|. training program in British hospitals since 1980. 

“4... St Georges University offers two programs leading to the degree 

» of Doctor of Medicine (M.D.) for qualified international students: 

1. A 4% year program for students who have completed a 
bachelor's degree in addition to higher secondary education 
in math and sciences. 

2. A 6 year combined premedical/medical program for 
students who have completed secondary education 
(equivalent to at least five “0” Levels). The premedical phase 
is offered at Barry University in Florída, U.S.A. 

| St. Georges University has graduated more than 1,275 students 

a -from over 30 countries and offers a broad-based international cur- 

|... ficulum and clerkship opportunities. The medium of instruction 
-is English. Tuition and fees are paid in U.S. dollars. 


For information Director of Admissions, Dept. G 
please St. George's University School of Medicine 
contact University Centre, Grenada, West Indies 





THE AUSTRALIAN NATIONAL U 

Applications are invited for appointment to the p 

PROFESSOR OF INTERNATIONAL REL 
Research School of Pacific Studies — 





Following the retirement of Professor J.D.B. Miller, the Aus 
National University wishes to fill a Chair in | ic lel; 
the Research School of Pacific Studies. The 

pointee who both recognises the importance 

and international affairs at a global level and wi 

regional international politics and the internatio 

omy. Study of Australia’s foreign and defence po 

part of the School's work. 


Closing date: 31 May, 1988 Ref: PA 17.3.1. " 
SALARY: Professor AUS$62,836 p.a. : 
APPOINTMENT: Professor, to retiring age 65. - 
APPLICATIONS should be submitted in. dupli 
The Australian National University, GP 

2061, Australia, quoting reference numbe 

vitae, list of publications and names of a 
University reserves the right not to mak 


point by invitation at any time. Further int 
the Registrar. | 


INTERNATIONAL 
TEEN CAMP 


Folder and references: ITC, P. O. Box 122, CH- 1012 Lausanne, phone ee 
Tx. Looe gi | 


COPYRIGHT REPRINTS 


The combined efforts of the Far Eastern Economic Review's large and 
highly skilled editorial team have made it the premier source of informa 
tion for those who do business, or have an interest, in or with Asia. E 


As a testimony to the publication's editorial quality, many Review artic 
have, over the years, been reprinted in newspapers, magazines; educa- 
tional textbooks, newsletters ete throughout the world. 


Should you as an editor, publisher or on behalf of an organisation, édit 
tional establishment ete wish to enquire about our reprint and. copy 
charges, please address your correspondence to: Bue 
Managing Director 

Review Publishing Company Limited 

GPO Box 160, Hong Kong 

Tel: 5-293123  Fax:5-8656197 Telex: 82804 REVMD. HX. 


We welcome enquiries from all interested paren and a sur 
prompt, individual attention. | 








APPOINTMENT 


ASIA’S MOST RESPECTED PUBLISHING COMPANY 


is seeking an 


. ADVERTISEMENT MANAGER 


from July 1, 1988 


for anew monthly magazine to 
be launched in January 1989 


The person we are seeking to fill this very important post will be a 
thorough professional fully familiar with all aspects of media sales, 
marketing, promotion, research and sales management. 


He/she will be a self starter and fully self motivated with an excellent 
command of English. Extensive travel will be required and the suc- 


cessful applicant will be based in Hong Kong. 


Our company is a leader in publishing and offers a full range of bene- 
fits including medical insurance, provident fund, annual bonus and 
annual leave. Salary will be commensurate with experience and ability. 


————————— EE RR n RHA 
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E DIP LOMA! "HOTEL 
|. ? comes WM STREET 


TELEX: 941 3498 EXECUT G Í 
FAX: 259-6153. 
Single is £49. 954 VAT 

Double/Twin is £64. 954 VAT 

All rooms with private facilities, col 1 

-our television, direct dial telephone, 

hairdryers, coffee and tea makers. 

Substantial . breakfast served in 
seatbelts IER 


e A SS IC AL RECORDS 
Original issue LPs 1950's and 60's 
Enesco, Spalding, Furtwangler, 
 Haskil, others. Send detailed want 

| list in English. to "A Classical Re- 

. cord" P O Box 20635, London Ter- 
race Station, New York, 10011 USA 





If you believe that you meet the requirements for this important post, 


please reply with full details to: 


Managing Director 
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- BUSINESS OPPORTU NITIES 









-. |. GOLD COAST (AUSTRALIA) PROPERTY INVESTMENTS 
- | One of the gold coast's leading property development, building and 

marketing companies (David Bartlett Group) are seeking overseas 
-sales agents for a specific residential project of AS25M. The project has 


- approval for overseas purchasers and comprises (179) 3 and 4 bedroom 
waterfront townhouses priced from A$150,000. 


-The location features an island setting in the heart of Australia's tourist 
; Capital, the gold coast, and is surrounded by golf clubs, bond university, 
-the world's best beaches, jupiters casino and airport. The project offers 
: resort facilities with on-site management for prime rental and capital gain 
investment. 


-MR. DAVID BARTLETT will be in Japan on March 25 to April 1. For prior 
| arrangement and further details please contact by facsimile on inter- 
national 61 75 50 2522. 




















This space is reserved for 
| Classified Advertisements 
| Reservations should be addressed to: 










JOINT PARTNER WANTED 
Technical Services and Engineering 
‘corp, based in Florida, U.S.A. — with 
. nationwide growing business — excel- 
.lent gross income and profit — seeks 
. Suitable investor. Please reply to: 


P.O. Box 592379 
: Orlando, FL 32859, U.S.A. 





international Classified Manager 
Far Eastern Economic Review 
15th Floor, 80 Gloucester Road 
GPO Box 160, Hongkong 
Tet: 5-293123 Telex; 62497 REVAD HX 





Review Publishing Company Ltd. 
G.P.O. Box 160, Hong Kong. 





/ BOOKS ON THE FAR EAST. 
ae & oP. Latest catalogue 
| from Oxus Books, 
| 424 Astonville St, London SW18. 
| Tel: 01 870 3854. 
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PROPERTY 


Move $ ondon Property from Hong Kong 
Hampton & Sons, the leading UK Estate Agents can assist youto buy, sell. let, 


manage and arrange finance for your UK house or flat. 


Call Annoushka Ducas on 5-254418 or telex 61851 FPDHK HX 
FIRST PACIFIC DAVIES BHAMPTONS 


ERST p J Cid Boor Two Exchange Squane. Hong Kung, 25 E l 6 Arlington Street, London SWIA RE Rees BS 


CALIFORNIA 
Secluded 1300 acre ranch only 2 | 
hours north of San Francisco. Magnifi- 
cent estate site. Adjoins Lake Sonoma. _ 
Vineyard possible. Many recreational | | 

| uses. Contact: Joe White Ru 
4020 Old Barn Road, Healdsburg, CA Eg 
95448 USA. 707-431-5121 du. 


M to make appropriate enquiries and 
| take appropriate advice before 
jT 'sending any money, incurring any 

- | expenseorenteringinto a binding 
-E commitment in relation to an ad- 
. vertisement. TheFarEasternEcon- - 





Maximise Effectiveness . . X | | omie Review ona : ae x 
SS | any person for loss or damage ip - 

Maximise Cost - | curred pred as a result df hi . 
inthe Classifieds! —— ^ ^ | her accepting or offering to accept | 


— f .aninvitationcontained in any adver- 
eL tise ent ublished in the Review. 
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Forbes House. Currently Police Headquarters. Prime position 
bordered by North Quay and Roma Street. Central to the legal 
precinct — law courts, legal firms and administrations. Close to 


retail, commercial and transport services. Building offers outstanding 


= @ views across city and over Brisbane River and the E xpo 88 site. 





FORBES HOUSE — BRISBANE 


Completed in 1976, the building has 10095 site coverage. 


It is located in the fast developing George/Roma Street 
precinct and has panoramie views to the city and along 
two reaches of the Brisbane River. 
The building, which consists a ground floor of 917m?, 
. vo podium levels of 1,472m? each and eleven upper floors 
‘approximately 1,173m? each, is further complemented 
by four levels of basement parking which can take up to 
162 vehicles. 
The property isoffered for Sale by Auction on the basis 
of a two year leaseback to the existing Government 
Department, plus an option for a further period of 12 
months with the right to terminate on three (3) months 
notice. Rental $2,118,930 per 
annum fixed for the term. 
Outgoings — Tenant will 
maintain air conditioning and lifts 
and attend to cleaning of building. 
Other outgoings including local 
authority rates, insurance, land 





tax payable by landlord. 
E 
The Public Trustee M Macallister & Associates RA 
of Queensland SIS DD QUEENSLAND 3] m 
DE G.P.O. Box 2261, Brisbane, Qld., 4001, Australia A STRONGER STATE Bt aii 
Ph. 0011 61 7 835 4233 Phone 0011 61 7 846 3966 ' T 





Two desirable commercial properties each occupying Y 
a prime central city location. 








| basement levels for storage and parking for 15 vehicles. 




























Golden Casket Art Union Office. Favourably located ithe o o0 
heart of the Central Business District. Central to Queen. 5. 
Street, the GPO and most major banks. Also other 
institutions, city retail complexes and transport Hinks, 

@ Building is in excellent condition throughout, d 
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GOLDEN CASKET OFFICE BRISBANE 
Completed and occupied late 1986. The building is near 
new and provides an astute investor or owner/occupier 
with a first class investment in a prime city location with 
assured growth potential. Building is medium rise 
comprising ground floor, five upper levels and two 


Nett lettable area is 2,371m? and includes 83m? basement L 
storage area. | b 
Income — Whole of the building will be leased back for — LE 

a 12 month period to the Casket Office. A further 12 s: 
month option will be provided with the right to terminate 4 

this option period on three months notice. E 
Rental — $506,600 per annum payable monthly. o: 
outgoings with the exceptionof | 
land tax. 


| GDÜMOSIS & 
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hen the moon is high over Sibi and 
men sing of the past, the winds 
whisper the names of the great Baluch 
warriors. Heard are their exploits in 
battle, the clash and clang of their ar- 
mour in war and the sweetness of their 
ballads. For it was here that Mir Chakar 
Khan Rind consolidated the Baluch 
people into a nation. 
rom Sibi he led Baluch tribesmen 
into the Punjab where he died and is 
buried. He left behind a rich legacy of 
legend and literature. Far beyond the 
time of Mir Chakar, a few miles from 
Sibi, French archaeologists at Meher- 
garh have discovered lies a civilisation 
that predates Mohenjodaro, 2500 BC, 
by several thousand years. The dis- 
covery stands current archaeological 
theories on their heads. 

In Sibi, Mir Chakar’s legacy is his de- 
solate mud fort. Centuries after him 
came other invaders, the British. To 
them Sibi became the strategic key to 
Baluchistan and beyond, Afgahnistan. 
The only train link and the main road 
into Baluchistan thus passed through 
Sibi. Sitting at the entrance to the Bolan 
Pass, like the Khyber Pass in the Fron- 
tier Province one of the main passages 
into South Asia, Sibi became part of 
the geography of the Imperial Great 
Game. : 

Today the Game continues. But its 
focus has shifted to the coasts of Makran 
that oversee the waters of the Persian 
Gulf. 

Although one of the hottest places in 
the world in summer, Sibi is one of the 
most pleasant during its brief winter. 
The British, always susceptible to crea- 
ture comforts, moved down from 
Quetta for winter. Here they made 
themselves comfortable. The commis- 
sioner's house spreads over 25 acres. Its 
thick growth of trees, eucalyptus, neem 
and date palms, for example, suggest a 
tropical jungle, its colonial arches shade 
and cool. An imposing Darbar Hall was 
constructed where Baluchistan chiefs 
declared their allegiance to the British 
crown. 

When Pakistan was created in 1947 
the chiefs expressed their support for 
Pakistan to M. A. Jinnah, the Ouajdi-i 
Azam, in the same hall. But over the 
years Sibi lost its importance and 
was relegated to a backwaters district 
town. 

Sibi division, of which Sibi town is 
the headquarters, was divided into two 
divisions a years ago. It then had a 
population of about a million and was in 
size one-quarter of the province of 
Baluchistan, which in turn, is almost 
half of Pakistan's 800,000 km2. 

Sibi division contained interesting 
contrasts: of the most isolated and mar- 
tial Baluch tribe, the nomadic Marris in 
the north, and the sophisticated, seden- 
tary and educated Jamalis (dozens 


ana 






have attended the elite public school of 
Pakistan in Lahore, Aitchison College) 
in the south; the Bugti Agency where 
the accused undergo trial by fire, a ritual 
as old as the Hindu scriptures like the 
Ramayana, with its story of Sita and her 
fire ordeal, and where is situated one of 
the most important and largest gas fields 
in Asia at Sui; Ziarat, where every acre 
of land brings in Rs 100,000 (US$5,680) a 
year because of the recent introduction 
of apple farming and Sibi where the un- 
irrigated and saline land make a 
hundred acres worthless. 

Sibi is the meeting place of three dis- 
tinct ethnic cultures — Baluch, Pathan 
and Sindhi. Added is the presence of 
"settlers" from the Punjab and India as 
a result of the migrations after 1947. 
These groups live in peace. Sibi is a 
good example of cultural integrity and 
national harmony in a Pakistan often 
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riven with ethnic tension. Here interest- 
ing cultural developments are taking 
place. Pathan tribes have forgotten 
their traditional language, Pukhto, and 
the Baluch speak Sindhi. But above all 
the languages of Pakistan, Urdu has 
now penetrated the three groups and is 
spoken widely. 


A'e its population of 30,000 al- 
most doubles during winter, Sibi re- 
mains a sleepy town. Poor drainage, 
narrow lanes and unplanned growth — 
the hallmark of most Pakistan district 
towns — characterise it. A population 
explosion and high expectations among 
the young also suggest problems for the 
future. 

During the past few years certain 
significant developments, the first in 
Baluchistan, are worth recording: the 
conversion of the slowly decaying and 


Baluch tribespeople: a rich legacy of legend and literature. 
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disused Darbar Hall into a museum, 
now displaying objects from Meher- 
garh, an attractive public park spread 
over 6 acres and the implementation of 
a scheme to provide plots for the home- 
less. Somnolent for most of the year Sibi 
comes alive for one week in spring in 
February, during the Sibi Mela or festi- 
val. 

The Sibi Mela is the most important 
social and cultural event in Baluchistan. 
Horse and cattle shows, tent-pegging, 
agricultural exhibitions, poetry reading 
and folk singing are held during the 
week. Enmity and crime are suspended 


during these few days as an air of festi- 
vity permeates Sibi. Departments repair 
and paint their offices to put on their 
best faces and children prepare for plays 
and physical training exhibitions. 

VIPs and guests from all over Pakis- 
tan descend upon Sibi. The prime minis- 
ter or president attends the final grand 
march pe after addressing delegates 
from all over Baluchistan. With that 
climax Sibi’s annual days of glory are 
over. The commissioner, following 
British practice, then prepares to move 
to the cool hills of Ziarat for the summer 
with his entire office. Sibi reverts to the 
role of sleepy district headquarters and 
waits for the Mela next year. But its fit- 
ful slumbering is disturbed by memories 
of past greatness. — Akbar Ahmed 


Akbar S. Ahmed has been commissioner, Sibi di- 
vision, since January 1986. 
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The best way 

to save the hidden 
costs of expanding 
your computer system. 


Expanding your computer system doesn't just mean buying a new computer 
It can also mean buying new software. Retraining staff. And rewriting old software. 

These hidden costs typically represent over 50% of data processing expenditures. 

Not so with Digital. We keep costs down by offering the broadest range of 
compatible systems available. From our small-scale MicroVAX™computers to our high- 
performance VAX™ computers. 

And because our entire range of VAX systems runs the same software, you Only 
buy or develop software applications once. Which cuts down software costs. And 
hours of software development for applications as diverse as factory automation, 
office automation, engineering design, and scientific research. 

What's more, our architecture and networking standards will never become 
obsolete. Programs for our first VAX computer still run unchanged on our latest VAX 
8000 series. And with our Ethernet networks, and commitment to industry standards, 
your previous computer investments remain secure each time you upgrade or expand. 

Let us show you a Digital network in action at a company near you, Or at 


one of our Application Centers for Technology. Just call " 
your local Digital sales office or write: Digital Equipment i 
Corporation, 38 Gloucester Road, Hong Kong. 


© Digital Equipment Corporation, 1988. The Digital logo, MicrVAX and VAX are trademarks of Digital Equipment Corporation 





Severiano Ballesteros. A strong mind is his secret. 
A strong watch his choice. 


The maverick of the golf 
course. These words summed 
up Severiano Ballesteros when 


he first appeared on the leader 


boards. 

A new maturity now invests 
his game. He was this century s 
youngest winner of the British 


Open, which he has won twice. 


He is also twice winner of the 
American Masters, the 1986 
winner of the French Open and 
of countless other international 
tournaments. 


And he did it because of 
his new awareness of when to 
attack a course and when to 
treat it with caution. 


He is now probably one of 
the most breathtaking stroke 
players in the game, his genius 
and flair being supported by im- 
mense concentration. “If I lose 
concentration, | lose the hole. 

Since Seve was nine years 
old, practising clandestine golf 
strokes alter hours on his home 
Pedrena golf course, his sheer 
mental stamina has driven 
him on. Indeed, when someone 
asked him recently what he 
thought was the most important 
characteristic of a would-be 
champion, Ballesteros said 
promptly, A strong mind. 


His watch matches his single- 





IN FL GOLD WITH PRESID 


minded search for perfection 
and superiority. A Rolex Day- 
Date. Self-winding with day 
and date display. 

“Its a very strong watch, 
he says. "No water or sand can 
get in to 1t at all. And you know 
what? Every time I take a swing 
I'm winding it up. 

His undisguised display of 
triumph after the I8th hole at 
St. Andrews in 1984 wasa touch 
of the swashbuckling Severiano 
Ballesteros bubbling to the 
surface. Strength, stamina an l 
precision had kept 


him at the top. Just W 


like his Rolex. ROLEX 


of Geneva 


DOR IN PLATINUM 


NOT FOR RESALE 


FINANCIAL MARKETS: 


Wanted: Global Rules 
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Learning to be Lazy 
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EU Going Fast. Staying Westin. 


Off to Hong Kong on business, I said 
with all the nonchalance I could muster. 

Not without me, she decreed. We'll stav 
at The Kowloon Shangri-La. We'll take 
one of those beautiful rooms overlooking 9 
the harbour. We'll sit by our bay window 
and sip champagne and gaze at the lights 
twinkling on the island. We'll be pampered 
by those delightful people and that 
charming valet who thinks of everything. 

You ll see, she concluded, it will be the 
best business trip you ever had. 

And so indeed it was. 


Westin Hotels in Asia: 
Hong Kong: Kowloon Shangri-La « Manila: The Westin Philippine Plaza + 


Singapore: The Westin Stamford & The Westin Plaza * ^ r 
Seoul: The Westin Chosun « Pusan: The Westin Chosun Beach » K | Sh TL 
Other Westin Hotels in the USA, Canada and Mexico OW oon angri a 


HONG KONG 


For reservations, call the Westin Hotel in your city or vour travel a 
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Editor: Derek Davies 
Deputy Editor: Philip Bowring 
( | Editor: Susumu Awanohara; 
Michae! Malik (Deputy): Ashley Wright, 
David Porter, Stephen Morgan (Assistants) 
Business Editor: Ron Richardson: 
Peter Witton (Deputy): 
Liz Carver, Tony Major (Assistants) 
Focus Editor: Anthony Dyson 
Arts & Society Editor: lan Buruma, 
Margaret Scott (Deputy) 
News Editor: Pau! Bayfield: 
Steve Proctor (Deputy); Anita Motwani (Assistant) 


Editorial Manager: Mary Lee 


Chief Correspondent: Rodney Tasker 
International Finance Editor: Anthony Rowley 


Specialist Writers: 

Murray Hiebert (Indochina), Bob Johnstone 
(Technology); V. G. Kulkarni (Subcontinent). 
Carl Goldstein (Industry); Emily Lau (Hongkong): 
Louise do Rosario and Elizabeth Cheng 
(China Trade); Ellen Salem (China Economy} 
Michae! Westlake (Transport) 

Art Director: Morgan Chua; 

Andy Tang, Ricky Hui, Barny Lee (Assistants) 
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Illuminating story 


Murray Hiebert's marvellous story 
about Le Cong Thanh's battery-less 
flashlight factory in Ho Chi Minh City 
[17 Mar.] illustrates how very ingenious 
and enterprising people can be even in 
situations where bureaucratic red tape 
may stifle them. When the bureaucracy 
becomes overbearing, then the in- 
genuity will be directed to enterprises 
designed to evade the rules, cut the red- 
tape and so on. Black markets, hoard- 
ing and tax-evasion usually arise from 
such causes. 

Vietnam's leader, Nguyen Van Linh, 
deserves every commendation for 
vie frankly about his nation's real 
ills: officials “being haughty towards the 
masses, repressing democracy, per- 
forming administrative work in a 
bureaucratic manner, receiving salaries 
without doing much work . . . refusing 
to renovate thinking and committing 
theft and practising corruption." In- 
terestingly enough, Mikhail Gor- 
bachov’s campaign for glasnost and 
perestroika in the Soviet Union is for 
exactly such worthy purposes. 

We in India are afflicted by the very 
same ills — the difference being that 
Prime Minister Rajiv Gandhi and his 
colleagues in his “government that 
works faster" (along with most of our 
other politicians, whether of the Con- 
gress or the 5 Seta are the chief 
WE PE of the bureaucratic culture 

ndia. In fact, Gandhi is the prime 
example of an official who receives a 
salary without doing any effective work. 
Thus our situation may appear to be 
very much worse than Vietnam's or the 
Soviet Union's. But we will definitely be 
getting rid of the debilitating bureaucra- 
tic culture — along with those leaders 
who refuse to put it aside. 

Vietnam's heroic people will surely 
succeed in their enterprise of making 
their nation a great democracy, just as 
we Indians will. 


Bangalore G. S. Chandy 


Explosive discovery 


To Anthony Lawrence's review Chi- 
na's history up in smoke [3 Mar.], I 
would make the following contribu- 
tion. 

Language is merely a medium of ex- 
pression. The substance contained in 
the latter — be it an idea or a concept — 
creates the language. To cite language 
as the culprit of China's seeming inabil- 
ity to develop modern weaponry despite 
the fact that it invented gunpowder, 
albeit “partly,” is therefore to put the 
cart before the horse. 

Lawrence merely recites the cliché 
on China's scientists and thinkers being 
empiricists practically to a man so that 
they could not theorise, that is, to ex- 
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trapolate. This is purely metaphysical. 
How, then, was China able to produce 
its philosophers? Empiricists in the 
sense imputed by Lawrence and others 
whom he rightly criticises do not make 
philosophers. And, indeed, how was 
China able to apply the empirical acci- 
dent of stumbling on the “fateful ingre- 
dients [potassium nitrate, sulphur and 
charcoal]” to practical use as “pro- 
Eram in the metal barrel handgun or 
ombard.. .”? 
As I suggested in my 1982 article 


“Technology and Western ‘Domina- | 


tion’ of Asia; Coming Full Circle?” 

(Asian Profile ): 
One most probable reason why 
further development of gunpow- 
der weaponry did not take place in 
China was the need of the ruling 
class to prevent its proliferation . . . 
the high density of population 
meant that the propertied class in 
China always faced a far greater 
number of potential class enemies 
than its counterparts in Europe. 
As long as the science of warfare 
required special skills whose mas- 
tery necessitated long periods of 
niei y the balance of power re- 
mained securely in the control of 
the few who could afford the ex- 
penses involved. Gunpowder had 
great potential for upsetting this 
status quo. Made from easily ob- 
tainable materials, it was accessi- 
ble to practically anybody. Not 
much time-consuming and costly 
training was needed to blow up 
even the thickest walls of a hated 
ruler's fortress; and, in its fact, not 
even the best-trained combatant 
could do much. 

Bradford, Britain 


Separate activities 
Martin Marini accuses me of *covertly" 
and "actively" involving Singapore's 
Law Society in political issues unrelated 
to the profession despite my public tes- 
timony before the Select Committee on 
1e Legal Profession (Amendment) Bill 
1at I was “not interested in politics and 
that it would be quite wrong to mix the 
two" [24 Mar.]. 

I wish to state categorically that I 
have never been "covert" in any of my 
activities, be they political or otherwise, 
and that I have never mixed politics with 
my activities in the Law Society. 

I had, before the select committee, 
openly admitted that I was a sympa- 
thiser of the Workers' Party and that I 
was involved in some of its activities 
which included my being an election 
and polling agent for two candidates of 
the party. Forthose activities, I had sub- 
mitted to the election office the neces- 
sary prescribed forms and Marini must 
have examined those documents. 

My involvement in the Workers' 
Party was for the brief period of De- 
cember 1984 to probably the latter part 


A. R. T. Kemasang 
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| of 1985. I made no secret of my partici- 
pation in such activities. 
|, Let me now briefly set out my ac- 
| tivities in the Law Society: 
| » Between the years 1982 and 1985, I 
. was involved in the setting up of the 
| Criminal Legal Aid Scheme. After the 
pilot project was launched in 1985, I re- 
mained an active member of the 
.,scheme's committee until 1986. 
. > In August 1984, I seconded a motion 
at an extraordinary general meeting 
calling upon the government to with- 
. draw/repeal the Penal Code (Amend- 
ment) Act 1984 which introduced man- 
datory minimum sentences for several 
offences. 
. » In 1985 I submitted to the relevant 
| Subcommittees of the Law Society my 
views on the following act and bills 
-Constitution of the Republic of Singa~ 
-pore (Amendment) Act 1985; Common 
. Gaming Houses (Amendment) Bill; 
. Betting (Amendment) Bill, and Road 
. Vehicles (Special Powers) (Amend- 
ment) Bill. 22 
| * In 1986, as the chairman of the 
/ Legislation Committee (Civil) (Special 
M. Signments), I presented a report to 
> council of the Law Society on the 
Newspaper and Printing Presses 
(Amendment) Bill. When the bill be- 
came law, my committee presented an 
article meant for publication in the local 
press, explaining the law. 
» In the same year, I was also on the 
working committee which presented a 
memorandum to the council on the ap- 
pointment of district judges and magis- 
trates. 
» Also in 1986, I was the proposer of a 
motion at an extraordinary general 
meeting which deplored the introduc- 
tion in parliament of the Legal Profes- 
sion (Amendment) Bill. 
» Finally, I stood for election and was 
elected as a member of the council in 
1986. I commenced my term of office in 
the council in January 1987. The council 
comprises 18 members, three of whom 
.are government nominees. 
~~ Marini will recall that prior to the 
issing of the Legal Profession 


Amendment) Bill in 1986, one of the 


Statutory duties of the Law Society was 
to "assist the government and the courts 
in all matters affecting legislation." 
Another important duty of the society 
(which is applicable even today) is to 
"protect and assist the public in Singa- 


pore in all matters touching or ancillary | 


or incidental to the law." 

Proceedings in the council of the 
Law Society are secret and the council is 
free to accept, reject or amend any re- 
port on legislation and to take whatever 

action it deems appropriate. Before 
1987, I had no say in the proceedings of 
.the council as I was not a member. 
-. Perhaps Marini can tell me which of 
my activities were carried out covertly 
and for a political motive not related to 
my profession, 
ntil I was summoned to appear be- 








FASTERN ERONIARNC REVIEW) a tA ADRE Gonn 









fore the televised Select Committee on 
the Legal Profession (Amendment) Bill 
(an experience I found most intimidat- 
ing and which I did not ask for), I had 
believed the government to be sincere 
in its efforts to gather feedback and that 
it would not repeat the 1977 arrest of 
professionals and concerned citizens. 
My subsequent arrest on 21 May 1987 
and detention without trial for 128 days 
made me realise that I was thoroughly 
mistaken in my belief. I was a simpleton 
in this regard and I hope others will not 
Hra similar errors and pay the price 
I did. 

Singapore Teo Soh Lung 
Having lived and worked in Singapore 
for more than 12 years, three of which 
were devoted to a study of its short but 
rich political and economic history, 1 
would suggest to critics of the republic’s 
political leadership that, before they 
jump to what may appear to them to be 
obvious conclusions, they should pause 
à while, stand Western democracy on its 


head and look at its constitutional | 


a They will find nothing but po- 
itical checks and balances, introduced 
because people cannot be trusted with 
power. 

There is no doubt in my mind that 
the vast majority of ordinary Singapo- 
reans trust the political leadership be- 
cause of its time-honoured, selfless use 
of power in the interests of Singapore. If 
that trust were ever to be abused, it 
would be quite a different matter and 
current checks and balances would 
prove inadequate. 

But currently it is the implied abuse 
of power that underlies many of the 
criticisms of the political leadership and 
it is this that the leadership understand- 
ably resents, though the manner it goes 
about it is often undiplomatic and not 


| being mailed ! 


always in the best interests of Singa- 


pore’s reputation abroad. 
Brighton, England John Drysdale 
This afternoon I stopped at a rack of 
magazines at a Singapore newsagent 
and soon found myself browsing 
through a copy of the REVIEW. I was 
well into the LETTERS column before I 
smelled a rat, or, rather, the handiwork 
of one. 

Rather naively, I had supposed that 
a pirated copy of the REVIEW would be 
a stapled or bound bundle of obvious 
photocopies. I was not prepared for the 
almost perfect  colour-reproduction 
cover; as deceptive as those pirate cas- 
settes we used to turn out before it was 
made illegal. Frankly, had I not left my 
wallet behind, I might have mistakenly 
bought it. 

These copies are deceptive and it is 
wicked and immoral to circulate them. 
In any other country they would be 
seized by court order. How can the law- 
enforcement agencies do their duty and 
prosecute copyright offenders when the 
most blatant abuse of intellectual prop- 
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spent three months in solitary confine- . | 


ble of such action, there are other par- 































erty is being licensed by the Minis 
Communications? A dou 
I ever saw one. 
Singapore 


One, not six 


The printed version of m 
Mar.] contains a factual it 
letter should have indicated 
(not six) of the 22 community 
Singapore detained in. May 
last year r 

was spotted sub 





was sent by fascimi 
correction was not in 
letter as printed. — — 
Washington c Ws 


Millions in mourning 
Allow me to make several comments on- 
the article [3 Mar.] on the assassination 
of Vijaya Kumaranatunge, leader of the. 
ed Socialist Alliance in Sri Lanka. 
First, Kumarana- | 





First, attendance at 
tunge’s cremation numbered some | 
500,000, with an additional TV audi- | 
ence of several million. Your descrip- 
tion, “tens of thousands,” understates 
the impact of his death. a 

Secondly, any automatic naming of | - 
the Janatha Vimukthi Peramuna (JVP) | 
as being responsible ignores recent his- | 
tory. Your report should have men- | 
tioned that this was not the first attempt. | 
on Kumaranatunge's life, and that past 
attempts have been widely attributed to | 
supporters of the government. In the | 
early 1980s, the government branded | 
Kumaranatunge as a Naxalite, and he | 


ment. While I feel that the JVP is capa- 


ties and individuals who stood togain by | 


his death. Given the government's con- 


tinual pronouncements against "ter- 
rorism," the lack of concern it dem- 
onstrated over the assassination is also 
newsworthy. 


Washington ‘A.W.’ 


Muzzled voices 


As a Malaysian, I am ashamed at. 
what is happening to my country. Our. 
leaders seem motivated only by self-in- 
terest. But despite the controversies 
that swirl around us, we have mass | 
media that function as a mouthpiece - 
and a propaganda unit for the prime | 
minister and his government. The ban © 

on three newspapers that refused to be 
slavishly obedient meant that only by 
buying foreign magazines, like the 
REVIEW, could I know what was going 
on in my own country. | 
Kuala Lumpur ‘Democratic Malaysian’ . 


Pseudonyms are accepted, but letters in- | 
tended for publication in these columns must | 
bear the writer's signature and address. A 
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mA —' first year 
-m All principal investments performed well 


E Holdings in Jardine Matheson and Dairy Farm increased 





wu Prospects for 1988 encouraging 


E ended E 1 st December. n : à : ou 





| interests 524 60. MEVS | 68 





Sharehoiders funds per HET 
1 The asd did not equity account for its major associated compani ies in 1986. 








2 For comparative purposes the above figures are presented as if Jardine Strategic and Jardi ine Securt es ‘had d been oa 4 
merged effective 1st January 1986. | d cn S 






3 The 1986 per share figures in respect of eamings, dividends and shareholders' funds. have been sxe for E i 
changes in issued share capital as a result of the merger and the rights issue. in 1987.- ae 
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In recent years Malaysia has been caught up in a political 
storm raised by divisions within Umno, racial tensions, 
arrests under the Internal Security Act and attacks on the 
judiciary. In the eye of the storm is Prime Minister Mahathir. 
But is it just a more intensified version of the coun- 
try's favourite pastime of politicking? Deputy Editor Philip 
Bowring relates the developments to each other and finds 
the net result to be a marked strengthening of central 
power, in particular that of the prime minister. 

| Cover illustration by Morgan Chua. 








E Tt he d imbaraseing escape from cus- 

- tody of rebel Philippine colonel Hon- 

«asan overshadows the recent capture 

| of key communist insurgents and 
could cloud military loyalties. 


- — ments of Japan's far Right appear 
be adopting terrorist tactics. 


Page 19 
The New Zealand Government's pol- 
icy compromises erode its popularity - 
and shake business confidence. 


_ Page 20 
Thailand’s workers unite in support of 
proposed social security legislation. 


. Page 31 
-Newly appointed Indonesian Foreign 
Minister Alatas embarks on an activist 
policy on international issues. 


32 | 

The French Government steps up its 
security presence in New Caledoniain 
preparation for this month’s territorial 
embly elections, which indigen- 








Austr Ry ARR er e mee T ETE RT rm nat HS ACh ll EAU ERT Ten Re I 


` ous Kanak activists have threatened 
p to buts 


: An” | opposition demonstration in 
- Taiwan, demanding the retirement of 
. ageing legislators, ends in violence. 


A New Delhi seals off Punjab's border | 
- with Pakistan to check the alleged | 
© flow of arms and extremists. 


. Page 38 
"Relations between Moscow and 
:. Seoul are likely to get a boost from the 
-Olympics despite Soviet unease over 
| the us SRM presence. 












Page 54 

China's National People's Congress 
tries to generate fresh enthusiasm for 
economic reform by unveiling new 
faces, new ministries and new 
laws. 

Page 56 

Anti-communist Taiwan courts East 
European nations in its attempt to find 
new markets. Business links are one 
thing, political ties are something 
else, warn Taiwan officials. 


58 
South Korea's huge Pohang Iron and 


by selling some of its shares to steel 
Workers and to the general public. 


Page 62 
Working only five days a week is good 


for you, says an official Japanese | 


campaign to persuade people to take 
more leisure time. However, old 
habits die hard. 

Page 68 

A new Japanese-backed Asian Deve- 
lopment Bank fund shows an unex- 
pectedly adventurous streak with 
money already being invested in 
member countries. 


Page 70 

The appointment of the new minister 
in charge of Indonesia's oil policy is 
likely to mean a change of emphasis 
away from a preoccupation with oil 
towards more broadly based energy 
development. 


Page 76 

Singaporean minority shareholders in 
a New Zealand brewery company 
complain about a merger with a retail- 
ing group and ask the New Zealand 
courts to back them. 


Page 76 

Singapore state trading company 
Intraco reports a loss after an interna- 
tional timber deal goes awry, with alle- 
gations of fraud. 
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China confirms missile 
sale to Saudi Arabia 


Chinese Foreign Minister Wu 
Xueqian confirmed on 5 April 
the sale to Saudi Arabia of sur- 
face-to-surface missiles. Wu 


|. said China had received a com- 


mitment that the missiles, 
which he described as non-nu- 
clear, would not be transferred 
to third parties and that they 
were only for defence. He 
said the sale would be “condu- 
cive to the stability of Saudi 
Arabia in particular and the 
Middle East in general." 

— Robert Delfs 


Review of Philippine US 
military bases begins 
Philippine and US negotiators 
on 5 April began scheduled 
talks to review the 1947 mili- 
tary bases agreement (MBA) 
which covers the large US 
Clark Field airbase and the 
Subic Bay naval station. The 
review of the MBA (which ex- 
pires in 1991) covers the im- 
plementation of the present 


agreement. — James Clad 
Pyongyang squashes 
fishermen’s h 


The North Korean Central 
News Agency said on 4 April 
that Japanese sanctions against 
North Korea, imposed after 
the bombing of a South Korean 
airliner last November, had 
ended chances for the return of 
two Japanese sailors held in the 
North since 1983 for alleged- 


ly helping a North Korean to | 


flee to Japan. It said the at- 
tempt to secure their release 
with the help of third countries 
was a “shameless and crafty 
trick.” Pyongyang called off di- 
rect talks on 2 February. 


People’s Congress, said that to 
ensure long-term order and 
stability in Tibet, “firm and 
unremitting struggle against | 
separatists and rioters, oppos- 
ing the separatists’ crimes and 
educating people” were neces- 
sary, along with efforts to over- | 
come remnants of ultra-leftist | 
policies. — Robert Delfs 


Former president Chun’s 
brother arrested 

The arrest and detention of 
former South Korean presi- 
dent Chun Doo  Hwan's 
younger brother, Chun Kyung 
Hwan, has quietened for the 
moment the controversy over 
irregularities during the older 
Chun's seven-year rule. Chun | 
was arrested on 31 March on | 
charges of embezzling won 6.5 
billion (US$8.6 million) when 
he served as chairman of the 
Saemaul rural development 
project. — John McBeth 


| 

| 

| 

Taiwan allows the military 
| 











to join political parties 
Members of Taiwan's 425 ,000- 
strong armed forces may join 
political parties other than the 
ruling Kuomintang, but they 
will not be allowed to campaign | 
or work for any party while in | 
uniform, Prime Minister Yu | 


| 





— Nigel Holloway | Kuo-hwa told the Legislative 


China tries to woo home 
Tibet's Dalai Lama 

Tibets spiritual leader, the 
Dalai Lama, would be allowed 
to live in Tibet if he returned 
from exile, provided he gave 
up the idea of Tibetan indepen- 
dence and refrained from 
separatist activities, China's 
Panchen Lama said in a press 
conference in Peking on 4 
April. 

Speaking a month after re- 
newed rioting in Lhasa claimed 
at least five lives, the Panchen 
Lama, who is Tibet's second- 
highest spiritual leader and a 
vice-chairman of the standing 
committee of the National 


Yuan on I April. His statement 
was a response to charges by 


Progressive Party (DPP) that 
the military was harassing two 
army officers sympathetic to 


the DPP. — Shim Jae Hoon 








CLARIFICATION 
A projection [Review, 24 
Mar.] that China could have a 
| population of 2 billion by 2030 
was not an official UN Fund for 
Population Activities" projec- 
tion, but was extrapolated from 
remarks by a UNFPA employ- 
ee. The UN's projection for 
China's population by 2025 


| 
the opposition Democratic 
| 
| 
i 
| 
| 
| 
| 
| 
| 
ranges from 1.3 to 1.61 billion. | 
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Kukje founder sues for 
return of group’s stock 


Yang Chang Mo, founder of | 


the ICC-Kukje business group, 
has charged that former South | 
Korean president Chun Doo 
Hwan's government forced the 
dissolution of the group be- 
cause of Yang's opposition po- 
litical ties, and his refusal to 
contribute enough to Chun's 
pet projects. Yang has sued for 
the return of Won 6 billion 
(US$7.9 million) of Kukje 
stock that he alleges was given 
to the Hanil Synthetic Fiber 
Co. in February 1985 after he 
angered the government by not 
contributing enough to the 
Saemaul Undong (new village) 
rural-development project. 
The project was headed by 
Chun's brothe i 
cently arrested on charges of 
corruption. — Mark Clifford 





india announces a new 
import-export policy 

India has announced a new 
three-year import-export pol- 


icy which places 745 items | 
under the open general licence | 
category — including capital- 


goods for modernising export- 
oriented industries such as tea, 

silk and electronics. In another 
move, the pass-book facility 


| formerly restricted to manufac- 


turer-exporters for the import 
| of duty-free raw materials and 
components was extended to 
domestically oriented manu- 
facturers. — Allan Abraham 


Jakarta ends centralised 
procurement system 
Indonesia has abolished its 
centralised procurement com- 
mittee through which all con- 
tracts above Rps 500 million 
(US$301,205) were previously 
approved. The panel, set up in 
1980, was intended to curb 
book-keeping irregularities. 
But it effectively meant that 
the powerful State Secretariat 
decided what government 
agencies would buy, and from 
whom. Purchases above Rps 3 


| billion must still be approved 
| by the coordinating minister of 


economy, finance and indus- 
try. — Michael Vatikiotis 


Malaysia takes over two 


| more cooperatives 


Two more deposit-taking co- 


| Operatives were taken over 
| by Malaysia's central bank, 


Bank Negara (BN) on 5 April, 


i in a move BN said was neces- 





| 
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sary to establish the full finan- 
cial situation of Syarikat Ker- 
jasama. Nesa Pelbagai and 
Koperasi Belia Majujaya (M). 
Both have close links with the 
Malaysian Indian Congress, à 
senior component part of the 
ruling National Front coali- 
tion. The co-ops reportedly 
hold deposits totalling M$22.2 
million Esse. 7 million). 

— Nick Seaward 
JAL head asks Joeing for 
improved quality control 
Following the discovery of sev- 
eral cases of faulty installation 
in newly delivered aircraft, the 
president of Japan Air Lines 
(JAL) has written to the chair- 
man of Boeing Aircraft Co. 
asking for improved quality- 
control procedures. Faulty re- 
pair work by Boeing was offi- 
cially blamed for the crash of a 
JAL Boeing 747 in August 
1985 which caused more than 
500 deaths. The letter coi 
cided with a two-day strike b' 
flight-crew union against J AL's 





| plan to introduce a two-man 


cockpit system in the next gen- 
eration of B747s. 
— Charles Smith 


Tokyo, Philippines agree 
to reschedule some debts 
Manila has agreed with Japan 
on the rescheduling of some 
US$510 million in debt, Finance 
Secretary Vincente Jayme said 
on 5 April. Jayme said the 
agreement covers US$157 mil- 
lion owed to the Overseas Eco- 
nomic Cooperation Fund, 
about US$93 million owed to 
the Export-Import Bank of 
Japan and about US$260 mil- 
lion in commercial trade cre- 
dits insured by the Ministry of 
International Trade and Indus- 
try. — A Correspondent 


China and Malaysia sign 

a bilateral trade pact 

China and Malaysia signed à 
bilateral trade pact in Peking 
on 1 April, their first since es- 
tablishing diplomatic ties in 
1974. Each now has most- 
favoured nation status, and 
China has cut duties on Malay- 


sian goods. (Tariffs on Chinese 


imports to Malaysia were lifted 
in January.) Bilateral trade 
rose 57% in 1987 to Rmb 2.07 
billion (US$556.2 million) with 
China in deficit by Rmb 176 
million, according to Chinese 
statistics. China bought main- 
ly rubber, palm ol and 
timber from Malaysia and 


sold mainly light industrial 


goods and foodstuffs. 
^c Elizabeth Cheng 






| JUST DIPLOMACY 

. Thai Foreign Ministry officials are 

. playing down the recent ascension to 
dean of Bangkok's e corps 
by Lao Ambassador Khamphan 
Simmalavong, saying the post is 

largely ceremonial. Khamphan — 
who automatically took the post in his 

. capacity as the longest-serving 
ambassador after the retirement of 

_ Singapore ambassador Chi Owyang 


— has not been on good terms with his 


hosts. He was accused of trying to 
drive a wedge between the ministry 
and the Thai military over the recent 
. Thai-Lao border conflict. The 
. ministry last year asked the 
_ Singaporean envoy to stay on at least 
until after celebrations marking King 
Bhumibol Adulyadej's 60th birthday 
last December. 


_JAKARTA VISITS 

China's vice-foreign minister 
sponsible for Asian affairs, Liu 

»iuging, will attend the 44th 
conference of the UN's Economic and 
Social Commission for Asia and the 
Pacific, to be held in Jakarta 
on 11-20 April. Liu will be the 
highest-ranking Chinese official to 
visit Jakarta since Foreign Minister 
Wu Xueqian attended the Bandung 
Conference reunion but failed to have 
a tete-a-tete meeting with President 
Suharto in 1985. Also in Jakarta for 

the conference will be Soviet Deputy 
Foreign Minister Igor Rogachev. 


PRIVATE SECTOR 

Enthusiasm at the World Bank for 
the role of the private sector in 
economic development is such that it 
is understood to be considering a 
takeover of its private-sector 








AFGHANISTAN 

President Najibullah offered new conces- 
sions to Afghan rebels, saying that his gov- 
ernment could implement proposals by the 


rebels if they ended the war and took partin | 


parliamentary elections set for 5-14 April 
(30 Mar.). Soviet Foreign Minister Eduard 
Shevardnadze arrived in Kabul for a working 
visit (3 Apr.). The elections, branded a gim- 
mick by the rebels and their Western backers 
were held (5 Apr.). 


CHINA 

. "Hundreds of Chinese graduate students 
in the US and their contemporaries at major 
universities in Peking have begun protesting 
against an effort by the Chinese Government 
to reduce the freedoms and number of 
Chinese studying abroad, it was reported (30 
Mar.). China announced a surprise reversal 
Of its decision to restructure various trans- 








promotion affiliate, the International 
Finance Corp. (IFC), bank sources 
indicate. The bank itself lends 

to public-sector bodies and is 

mainly concerned with public-sector 
development whereas the IFC takes 
equity stakes in private-sector 
projects in developing countries as 
well as promoting development of 
emerging capital markets in Asia and 
elsewhere. Àn alternative to 
absorbing the IFC within the bank 
might be to coordinate more closely 
the roles of senior executives in both. 
But after the controversial 
reorganisation of World Bank's staff 
last year, bank president Barber 
Conable is understood to be wary of 
major staff changes at IFC. 


ND 


While some 
Asean officials, 
particularly in 
Thailand, are 
happy that 
Indonesia's Gen. 
Benny Murdani 
has moved from 
the post of armed 
forces chief to 
defence minister, 
Vietnam is 
apparently concerned about the 
development. During the past two 
weeks the Vietnamese Embassy in 
Jakarta has been sounding out other 
embassies to find out if Murdani's 
new post will mean the erosion of 
what Hanoi views as a special bilateral 
relationship with Indonesia. As the 
powerful armed forces chief, Murdani 
made several trips to Hanoi, after one 


| of which he expressed the 


Í 
i 





controversial view that Vietnam 





port ministries within an overall shake-up of 
its vast and inefficient bureaucracy. Police 
arrested the driver of a train that collided 
with another near Shanghai last month in 
which 27 Japanese students and one Chinese 
were killed, Xinhua said (5 Apr.). 


INDIA 

Sikh militants killed 15 people in over- 
night attacks in Punjab, police said (30 
Mar.). Prime Minister Rajiv Gandhi ordered 
Punjab's border with Pakistan be closed in a 
move to try to halt ever-increasing Sikh 
separatist violence in that state (2 Apr.). US 
Defence Secretary Frank Carlucci held talks 
with Indian officials on Afghanistan in New 
Delhi (4 Apr.). 


JAPAN 


Police raided three firms suspected of 


| selling sophisticated equipment to China in | 


supporters along the Thai- 




























posed no threat to Sout 

a statement which part 
Thailand. The Vietname 
now want to know whet! 
will wield as much influen 
Indonesian foreign policy 
previously been the less po 
of defence minister. | 


power stations, 
the early 1990s. T 
would like to buy ¢ 
brown coal for the 
provided trade rela 
thaw (Peking does 1 
Seoul). South Koreai 
China's largest coal cus 
country's giant steelma 
currently buys 300-500, 
Chinese coal a year. Nucle 








makes up more than 40% of South — | 
Korea’s electrical generation, but 1 
energy planners would like to finda 



















non-nuclear alternative for plants — 
No.13 and No.14. Zo | 
BAR REMAINS | 


Thailand has again barred Son Sanm, | 
the leader of the Khmer People's. | 
National Liberation Front (KPNLF) - | 

and premier of the Cambodian Eo 
resistance coalition, from visiting his | 


1 


Be 
E 





Cambodian border. Bangkok hopes - 
to give Gen. Sak Sutsakhan, Sann's | 
rival in the KPNLF, an opportunity | 
to reorganise the group's war effort 
against the Vietnamese army 
occupying Cambodia. The KPNLF’s 
guerilla activities ground to a halt 
nearly three years ago because of a 
leadership squabble. 



















violation of regulations banning such sales, it. 
was reported (5 Apr. }. wer 


PHILIPPINES do 

Troops went on maximum alert following _ 
the escape of rebel military leader Col Gre- 
gorio Honasan (2 Apr.). 


SOUTH KOREA 

Opposition parties accused the govern- |. 
ment of massive corruption and demanded | 
that former president Chun Doo Hwan be 
questioned over the disappearance of mil- 
lions of dollars (37 Mar.). The government: 
formally apologised for the bloody 1980: 
Kwangju uprising in which 190 people died - ; 
(/ Apr.). About 1,000 workers and students. __ 
fought riot police in Seoul after a rally calling: 
for better labour conditions (2 Apr.). Students: 
set fire to a train with about 100 people on. 
board in the southern city of Chinju (4 Apr.).- 
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nsurgency 


Capturing the cadres 


By James Clad in Manila 


or most of its short time in power, 

President Corazon Aquino's gov- 
ernment has faced two different types of 
violent challenge: revolutionary war by 
the radical Left and mutiny by military 
factions. On 29 March her govern- 
ment’s capture of senior Communist 
- Party of the Philippines (CPP) officials 
. dealt a stinging setback to the militant 
Left; four days later, however, an es- 
cape from detention by a charismatic 
rebel officer revived the spectre of a 
mutinous military at a time when impor- 
tant transitions are occuring within the 
Armed Forces of the Philippines’ (AFP) 
command structure. 

The arrests of the communists had 
more long-term significance; the seizure 
of at least three CPP central committee 
members identified with hardline, ag- 
gressive policies (REVIEW, 17 Dec. '87) 
may even augur changes in the nearly 
two-decades-long insurgency. But Col 
Gregorio (Gringo) Honasan's disappear- 
ance from a Manila Bay shipboard con- 
finement won vastly more attention 
from the local media. Aquino's govern- 
ment also seemed obsessed by the es- 
cape; Justice Secretary Sedfrey Or- 
donez on 4 April warned local and 
foreign press to think deeply before giv- 
ing publicity to "enemies of the state." 

Losing Honasan, a key leader of a 
coup attempt against Aquino on 28 Au- 
gust last year, badly embarrassed the 
government, which was about to bring 
court-martial proceedings against him. 


With a little help from his friends 


C aptured three months after he help- 
ed lead, last August's violent rebel- 
lion, Col Gregorio (Gringo) Honasan 
had been confined for most of the time 
on board the Philippine navy ship 
Andres Bonfacio. | 
According to visitors who saw Hon- 
asan late last month, he had no com- 
plaints about his treatment. But the 
*underlying problems" of the military 
had not disappeared, despite reforms 
following his 28 August 1987 mutiny, he 
claimed. In the wake of the revolt, the 
government improved pay and condi- 
tions, and qood a bigger Armed 
- Forces of the Philippines (AFP) budget. 
Honasan was understood to have re- 
mained in close touch with fellow mem- 
bers of the still-active Reform the 
Armed Forces Movement (RAM), the 
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Accompanied by 14 guards originally 
detailed to guard him, Honasan went 
missing at 2:30 a.m. on 2 April. 

The apparent military bungling 


over Honasan's escape — by 5 April he | 


was reliably believed to have reached 
Cagayan province, in northern Luzon 
— contrasted sharply with the swift mili- 


tary raids against CPP "safehouses" in | 
the San Juan and adjacent areas of | 


Metro-Manila. The star performers in 
this action. were intelligence officers 
prominent in the Philippine Constabul- 
ary's "J2" branch now grouped within 
the Intelligence Service of the AFP, or 
ISAFP. 


Those detained on 29 March in- | 


cluded Benjamin de Vera, Rafael 
Baylosis and Romulo — Kintanar 


(REVIEW, 7 Apr.); the AFP says they 
are, respectively, the CPP’s Mindanao 
Commission chief, the CPP’s secretary- 
general and the chief of the communist 
New People’s Army (NPA). Their ar- 
rest was deliberately timed to coincide 
with the NPA’s 19th anniversary. 

The detention of these senior com- 
munists follows an earlier success in 
February, when the same operatives 
seized five senior CPP officials and 


other party members belonging mainly | 


to the CPP's western Visayas region. 
On both occasions the CPP officials 
were arrested in Manila. Even the “less- 
er" prizes allegedly occupy important 
posts in either the NPA or the party it- 
self. 


role in the successful Feb- 
ruary 1986 revolt against 
former president Ferdinand 
Marcos. 

Honasan told visitors the 
*corruption" of the present | 
government, and especially | 
of many members of con- | 
gress, required drastic - 
methods. And next time, 
he said, the effort would 
be more determined. At 
least 53 persons died in the August 
mutiny, most of them civilian by- 
standers. 

In a TV broadcast on 2 April, Pre- 
sident Corazon Aquino hinted that 
Honasan had run away from his trou- 
bles, as he had “once before.” Just prior 
to the 28 August affair, the president 


group of officers which had played a key | said, Honasan had faced an internal 


an $ 
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| orous vetting within the p 
| couriers and others working in its “com- 


| decreed moves to take the Visayas or- 


| surprisingly, this feature of the recent 


| that, however improbable, the moder- 


The latest arrests point fairly conclu- 
sively to the presence of "deep penetra- 


| tion agents" (DPAs) in the highest 


reaches of the party's apparatus. The 
February captures had esL a vig- 
ie party of its 


munications" wing. ue 
Obeying the logic of revolutionary 


organisation, the CPP leadership had 





ganisation further underground by ob- 
serving the “single file" rule — initiating 
contact only with one person further 
down the party hierarchy. 


ut these precautions obviously were 


B not enough to prevent the ISAF™. 


from bagging the most prominent of tl 

party's “hardliners,” those who opted 
last year for tougher, more aggressive 
tactics against President Corazon 
Aquino’s two-year-old government to 
speed up the “revolutionary dialectic” 
(REVIEW, 17 Dec. '87). Others like An- 
tonio Zumel or Satur Ocampo, com- 
monly described as the party's “moder- 
ates," have escaped arrest to date. Un- 


arrests prompted murky suspicions that 
something more than patient spade- 
work was behind the ISAFP’s success; 


ates might be tipping off the ISAFP on 
the whereabouts of the hardliners. 

The detentions this year come on top 
of the capture last November of a former 


AP 


—7 Aquino amended the draft 
of this statement in just one respect: she 
added a stern warning to civilians will- 
ing to harbour Honasan. On 3 April sol- 
diers searched a house in Batangas pro- 
vince belonging to opposition senator 
when he was defence minister. — 

. Although Honasan's disappearing 
act suggested major disarray within the 
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CPP . central committee member, 
| Juanito Rivera; back in September 1986 
the military had also seized Rodolfo 
Salas, then thought to be the CPP's 
chairman. The central committee, be- 
lieved to contain about 20-25 members, 
~as probably lost a third of its member- 
ip in recent arrests. However, the 
CPP's current chairman, said to be Be- 
nito Tiamson, has evaded capture. 

The 29 March arrests clearly de- 
lighted the president. The move 
“clearly demonstrates that we have 
turned the tide and are winning the war 

| against the communist insurgency," she 
| said in a statement. Suspecting DPAs, 
| the party may turn upon itself with a 
rigour that, in Mindanao at least, has 
| led to bloody paranoia and which may 
preoccupy the party for some time. 
| Yet Aquino could be taking one 
| piece of good news a bit too far. The 
strength of the insurgency, as well as its 
weakness, lies in its de-centralised na- 
ture. If the experience of previous ar- 
rests offers any guide, decapitation does 


AFP, the escape was possibly over- 
played in the local media. But the gov- 
omment also seemed over-anxious: 
. Aquino interrupted her holiday in La 
Union province. In Manila she summon- 
ed Defence Secretary Fidel Ramos, 
AFP Chief of Staff, Gen. Renato de 
Villa, cabinet members and even, most 
of Manila's metropolitan mayors. 
The  moustachioed officer still 
_ evokes ambivalence, even admiration, 
within the AFP. However, most ana- 
lysts discount another challenge on the 
same scale as the 1987 rebellion. Mean- 
while, the government is making every 
effort to *de-glamourise" Honasan, as 
one national security official put it. 
. Clearly, de Villa and his subordi- 
. nates looked foolish. Hourly shipboard 
- checks on Honasan's physical whereab- 
. outs had not stopped connivance in the 
escape by most of the ship's company. 
Some sources even saw the escape in 
parochial terms: disenchantment in the 
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body. 


not necessarily result in the death of the 


A statement from the communist- 
dominated National Democratic Front 
soon after the arrests said: “The entire 
party organisation is structured and 
trained in such a way that, if necessary, 
it can continue on its own to carry out its 
tasks should the worst happen to the 
central leadership." Past experience 
shows this is no hollow boast. 


qus may be a move away from 
the aggressive frontal fighting, 
epitomised by the more frequent “spar- 
row" (NPA urban assassin) attacks last 
year, which seemed to win the party lit- 
tle political advantage. The arrests 
could also prompt a major retaliatory 
move against the AFP or against for- 
eigners seen to be helping the counter- 
insurgency programme. 

The CPP has weathered worse blows 
than the 29 March arrests, including the 
near annihilation of embryonic NPA 
units during the early 1970s in north- 







navy over its new commandant, Rear- 
Adm. Carlito Cunanan, had bubbled 
over into rebelliousness, they suggested. 

Cunanan’s replacement of Rear- 
Adm. Tagumpay Jardiliano, is only one 
of many major command changes fol- 
lowing the unprecedentedly large re- 
tirement on 1 April of senior officers (35 
generals, three full colonels and two 
navy captains). This follows the final 
abolition of the Marcos-era regional uni- 
fied command structure and the crea- 
tion of new divisional army commands. 

Politicking by the military brass has 
become intense in recent weeks, with 
the congressional Commission on Ap- 
pointments vetting de Villa's promotion 
nominees, such as the Philippine Con- 
stabulary (PC) chief, Maj-Gen. Ramon 
Montano. In this thicket of rival 
jealousies, Honasan's renewed status as 
the AFP's prime fugitive promised to 
revive uncerfainties about military 
loyalties. — James Clad 


" 
riget c " 
Y P 
T JF. T.y 
i 7f 4 : < 
d To “ " ta tb n x 
à Y ^ x ? A , x PLN. 
D 4 um $4 s "a Ad Á " 7 ° 
- rr pins gU IPLA ee Miei ot P 
ret LAN ALTA A HATH Hte ert PIAA emen nnam rene rn i errare HUI rrr HE ARRIANUS E A E RD 


og COMMunists — the insurgency continues 
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rent setbacks: the party thei IW 
had opted to advance 
preparatory groundwork 
then, as now, the sho: 
and strength provoked tł 
over-stretched the party's o 
and won little immediate 
gain, : 
.. The men and women arrest 
end of March were associated wi 
party's decision last year to step u 

urban warfare via the use of the "spar- 
row" teams, who began killing police . 
and soldiers less selectively than in the 

past, when targeted officials invariably. 
needed to have abusive reputations in 
their localities before receiving NPA 


























threats. zu 
The urban-centre 
came evident last yea 
Nov. '87), revealing maj 
ings in the AFP's intelligen 
in Manila and other cities. 
130 soldiers and police died in a L 
month period, but the figures need to be 
treated with caution as much score- | 
settling within the military is blamed on 
the NPA. Now there has been, as some . 
more “moderate” cadres feared 
(REVIEW, 17 Dec. '87), a more effective 
AFP response. And ironically, the 
needs of the urban campaign made it 
more likely that the central committee 
hardliners would be concentrated. in 
Manila and thus vulnerable to capture. 
But the setback must not obscure the |. 
steady gains being made in other areas | - 
by the party's estimated 33,000 or more | - 
members. The aggressiveness decided | 
upon last year was much more than just 
a decision to shoot more policemen. It | - 
was an integrated effort to regain theres | — 
volutionary initiative; and in other areas | 
— propaganda, training in the use of 
heavier weapons or advance work inre- 
gions previously not penetrated by the 






































to grow, aseven its most determined de- 
tractors admit. 

In propaganda work alone, the qual- _ 
ity and quantity of written material has | 
improved. The party's clandestine Radio... 
Sierra Madre has broadcast three times - 
since late December in the FM band. 
The AFP says the NPA has used land 
mines six times more frequently over 
the past 12 months than during the year 
before. The NPA used mortars during a 
recent ambush in the Cagayan Valley, 
site of their near rout in the 1970s, 

All analysts accept that the NPA, 
should it enlarge its cache of weapons, 
would have no trouble finding the hands. | 
to use them. A recent, largely unre- 
ported action on Mindoro island re- 
sulted from confirmed reports that a 
shipment of weapons would be landed 
there. The pursuing troops were 
caught in an ambush, and the weapons 
went ashore elsewhere. It will take 
more than the recent rash of arrests to 
kill this hydra-headed insurgency. 








JAPAN 


Fire with the smoke 


Rightist organisations take up more violent tactics 


By Charles Smith in Tokyo 
d extreme rightwing activists 

continue to create more smoke than 
fire. But following a spate of recent inci- 
. dents, including an abortive bombing in 
a newspaper parking lot and the de- 
spatch of a threatening letter to former 
prime minister Yasuhiro Nakasone, 
police agree the movement may be 
shifting tactics. 

Fujio Shimodaira, a senior official at 
the National Police Agency's national 
security bureau, says the extreme Right 
may be reverting from its post-war 
stress on fighting communism and the 
non-communist Left with relatively harm- 
less acts of propaganda to a pre-war pat- 
tern of “genuine” terrorism. 

Shimodaira suggests that the popular 
designation, Shin Uyoku (New Right), 
to describe the shadowy organisations 
that have perpetrated several recent in- 
cidents may be misleading. The echoes 
of 1930s-style terrorism to be found in 
letters and statements released by 
Sekihotai, the group which claims to 
have planned to assassinate Nakasone, 
suggest that Kyu-Uyoku (Old Right) is 
the more correct label. 

The shift back towards a pre-war 
style of rightist activity can be dated 
back a number of years — perhaps as far 
as the 1970 suicide of novelist Yukio 
Mishima, which is said to have jolted 
rightwing activists into an awareness 
that deeds rather than words would be 
needed to restore the “purity” of 
Japan’s pre-war political and social sys- 
tem. More recently, police claim to 
have detected a tendency among 
rightists to try to inflict the 
maximum amount of damage — 
while saving their own skins — 
when staging attacks on well- 
known organisations or individu- 
als. 

The fatal shooting, in May 
1987, of a reporter working for 
the Hanshin Bureau of the Asahi 
newspaper, was carried out by 
a single gunman who left no 
traces behind, though credit for 
the incident was claimed by Seki- 
hotai. 

Similar bombing attempts, 
aimed at organisations such as Nik- 
kyoso, the Left-leaning national 
teachers’ union, in the past couple 
of years have also been planned 
as acts of destruction, rather than 
mere propaganda, police say. This 
contrasts with the normal pattern 
of rightist activity in the 1950s 
and 1960s, when the perpetrators 
of incidents almost always gave 
themselves up afterwards. 


Shimodaira suggests that the think- 
ing of some of today’s rightists may 
parallel that underlying the notorious 
“26 February” of 1936, when a group of 
young army officers launched an abor- 
tive coup aimed at “reviving the 
Japanese state” through a “Showa Re- 
storation.” Post-war rightist groups, 
however, tended to act like chindonya 
(clowns who dance in the street to ad- 
vertise a newly opened store). 

Because of the recent change of style 
of rightwing activism, police say it has 
become much harder to track down the 
individuals involved, or even to form a 
general picture of the types of organisa- 
tions involved. Shimodaira claims to 
have virtually no information about 
Sekihotai, the perpetrator of a number 
of recent incidents. 


B ut letters posted to newsagencies — 
or in one case, to the campaign head- 
quarters of Nakasone in Gumma pre- 
fecture — in Sekihotai's name have ex- 
pressed what seems to be a consistent po- 
litical philosophy. At the heart of this is 
a belief in the need to destroy the post- 
war political order based on the Yalta 
and Potsdam agreements and to restore 
the “Yamato spirit.” 

Asahi seems to have been singled out 
by Sekihotai as a leading proponent of 
post-war democratic principles as- 
sociated with the US Occupation period 
rather than for any specific stories on re- 
cent events or issues. 

In the case of Nakasone, the issues 





| Rightwing orator: change of style. — 
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raised have been more specific. Seki- 
hotai accused Nakasone of “betray- 


ing the Japanese race" when prime 
minister by giving in to foreign pressure 
over such issues as the revision of 
Japanese textbooks to soften military 
atrocities committed during World War 
II and his failure to continue making of- 
ficial visits to the Yasukuni Shrine, 
which is dedicated to Japan's war dead. 

In the letter it sent to his Gumma 
headquarters in early March, Sekihotai 
said Nakasone could get himself off the 
organisation's “death list” by persuad- 
ing Prime Minister Noboru Takeshita to 
adopt a correct attitude on these issues. 
Police say they have no way of judging 
the seriousness of Sekihotai's threats to 
kill Nakasone. The organisation may 
consist of no more than four or five rela- 
tively inexperienced individuals and 
may not even be a genuine rightist or- 
ganisation at all, a source suggested. 

Police say they have a clear overall 
picture of the Japanese extreme Right, 
which suggests that the movement is 
large and well connected enough to be 
taken seriously. The movement is 
thought to consist of about 850 group 
comprising about 120,000 people, : 
whom some 23,000 are considered to be 
hard-line activists. Individual rightist 
organisations may be tiny but the largest 
groups, though not necessarily the most 
dangerous, claim more than 1,000 mem- 
bers. | 

At one extreme, the far Right 
merges into a criminal fringe where its 
activities may have much in common 
with gangsterism. But rightists also have 
close links with the media and with the 
academic and political worlds through 
sympathetic individuals in these fields. 
A nationwide All Japan Conference of 
Patriotic Organisations © (Zennihon 
Aikokusha Dantaikaigi) is a legitimate 
legal entity. 

Prominent rightist thinkers operat- 
ing in the public domain include the per- 
petrators of several terrorist incidents, 
including one leader who has served a 
total of 18 years in jail for involve- 
ment in two bombing incidents. Suc 
people, Shimodaira says, appear t 
be urging their disciples towards a 
more ruthless line of conduct than carried 
out in the immediate post-war period. 

Police say they are unsure how right- 
ists get money, but the source of finance 
appears to include such legitimate busi- 
ness activities as trucking, as well as 
payments extracted from big companies 


| for the sale of “economic information," 
| a phrase which may be no more than a 


cover for blackmail in many instances. 
So far as overall numbers are con- 

cerned, the extreme Right has reached 

something of a plateau, police sources 


T claim, but this may simply reflect the 
failure of investigators to track down 


some of the newest organisations — in- 
cluding those like Sekihotai, which have 
been involved tn the latest batch of inci- 
dents. 
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BLACK LABEL COMMANDS MORE RESPECT A 
j - C12 YEAR OLD: 


JOHN WALKER & SONS LTD., SCOTCH WHISKY DISTILLERS, KILMARNOCK, SCOTLAND Z 








Qualidux Industrial Company is a place 
where grown-ups still play with toys. 
Designers and engineers at the plastics 

| manufacturer are now bs sy drawing ag 





E ua a full 1 nine iss. before 
~~ the holiday season, adv: anced planning i is 
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critical. Qabda must anticipate market 
^. conditions, estimate ? yearend ; ails, | 







.. aecordi The. va accurate its 
| projections, the better able it is to control 
. Costs and offer competitive prices at retail. 


p his- year, Qualidux will be. able to look 
even farther ahead than usual: it’s become | 
un -the first Hong Kong. manufacturer to install | 
jan IBM 9375. The system’s combination of 












We're in the results business 
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capacity and technolo: gy is enabling 
Qualidux and IBM to take a tw O-pre 
approach to better management, They're | 
now working to automate : ua lidux’s D 
financial operations and computerise 
material planning and inventory f unctions. 
When fully implemented, "d, the system will 
improve production. n 
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Qualidux believes the 9375 i put. it at 
the leading edge of the plastics industry. 
Using the system, it expects to reduce _ 
inventory costs by 20% and cut prod luct- 
development time in half. T hat ma i 
Qualidux employees will be abl to > 
— and play — more proc luctively. 
























The familiar star of National 


~~ Australia Bank is already in 
< twelve Asia/Pacific countries, 
— including 1450 branches and 
- offices throughout Australia and 
. New Zealand. 
7 One of the main reasons 
. why we are Australia's fastest 
- growing banking group is our 
. commitment to providing a 
complete range of financial 
Services. 
These include: 
+ Advice on business 
opportunities in Australia 



























e A full range of foreign 
exchange services 

* International trade finance and 
settlement services 

*« Deposit taking in all major 
currencies 

e Term loans and project finance 

e Corporate advisory and 
acquisition services 

e A comprehensive stockbroking 
service 

e Trade TEAS services 


Malons | Aust 'áia Bank Lumute 


Head id Office: Melbourne, Telex 30241 NATAUS Hong Kong, Telex 75315 NATHK Singapore, Te X 21583 NATAUS. Japan, 

VTAUS, New Zealand, (National Australia Bank (NZ) Limited), Telex 217 b 
Taiwan, Telex 29944. NATAUTPE. Malaysia, Telex 31899 NATAUS Thailand, Telex 20424 NATAUSTH. Indonesia, Telex 44749 
NATAUS. People's Republic of China, Telex 22524 NATAUCN. Papua New Guinea, (Bank of Sou | 
Other Global Representation: United States of America, United Kingdom (Nationa! Australia Bank. Clydesdal eBank. I 
i neo of M Bank rel andj, Federal Republic of Germany, Greece. M 
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National Australia Bank, with 


Over 180 years exper ience and 


rankinginthe world' rp i 0100. 
banks by assets, a 
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By Colin James in Wellington 
Es months after winning a re- 


| Kesounding endorsement of its eco- 


nomic reform programme, the Labour 
Party government of Prime Minister 
David Lange is reeling under attacks 
from many quarters, including its own 
backbench MPs, over its latest moves. 
So the government has compromised on 
some issues, which in turn has caused its 
popularity to plunge and shaken busi- 


| ness confidence. 

| The governments current woes 
| began last October when it announced 
| theclosure of one-thitd of the 1,200 post 





fices in the country. In sparsely popu- 


“lated New Zealand, post offices are 
- Often centres of communities, provid- 


ing, until April 1987, postal, telegraph 


and retail banking services for small ac- 
 ^^unt holders. 


Then, last April, the old post office, 
wnich performed all functions, was split 
into three new corporations, with a brief 


| Backtracking backfires 


| The government’s popularity plunges after policy compromises 


raged. Unions are well represented in 
the Labour Party, and new Labour MPs 
initially threatened to vote against the 
bill. They were appeased only after the 
promise of extensive changes. 

On 17 December, the MPs were out- 


| raged again when Finance Minister 


t — 


Roger Douglas announced sweeping 
changes to tariffs, taxes and income 
maintenance. A meeting of all the La- 
bour MPs and ministers opposed the 
proposals for a flat income tax and mas- 
sive income maintenance payments for 
low-paid workers on the grounds that 
they were against Labour's philosophy. 

Lange was already uncomfortable 
with the proposal, particularly because 
of the budgetary implications of a flat 
tax which eliminates fiscal drag, by 
which income tax goes up as a propor- 
tion of taxpayers' incomes as inflation 
pushes them into higher tax brackets 


from the government to become more |$ 


commercial and stop making losses. In | 
October, Post Bank, the banking corpo- 
ration, fighting for a niche in a market 
which has become highly competitive — 
particularly since the deregulation of 


banking last year — said it wanted to |l 


close its branches in 432 post offices be- | 
cause they were uneconomic. With the | 


loss of rent from Post Bank, New Zea- 
land Post said these post offices were 
uneconomic. They were closed on 5 
February. 

The move unleashed a wave of popu- 
lar feeling against the government and, 
in particular, Minister of State-Owned 
Enterprises Richard Prebble, a hardline 
advocate of market economics. An av- 
alanche of petitions descended on par- 


. hament. 


. Then on 10 December, Minister of 
abour and State Services Stan Rodger 


| introduced a bill which provoked an 


even greater storm. The state-sector bill 
affected the core of a svstem, intro- 
duced in 1912, to make the state services 
free of political patronage. The bill 
proposed that department heads would 
be appointed by the prime minister in- 
stead of the State Services Commission. 
Constitutionalists, state servants and 
the opposition National Party bitterly 
attacked the move as reintroducing pa- 


_ tronage and corruption. 


But a greater outcry attended two 


other main thrusts of the state-sector 
_ bill: to bring its wage-fixing procedures 
* into line with those of the private sector 
-and to devolve more management re- 

















- sponsibility, including for hiring and sal- 
. ary levels, of managerial staff. 








The state sector unions were out- 
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Lange: reelíng. 


and thus gives the government flexibil- 
ity in financing fiscal programmes. 


B: by then the intention of the 17 
December package — to re-instil 
confidence into a business community 
shell-shocked by a sharemarket crash — 
had been torpedoed. Fears, so far un- 
founded, that Douglas’ earlier reforms 
might now be rolled back, further bat- 
tered business confidence. 

It had already been hurt by another 
proposal in the 17 December package: 
to tax at New Zealand income tax rates 
income and capital gain from holdings 
by New Zealanders and New Zealand 
companies in overseas firms. Some 
companies, including New Zealand’s 
third-biggest, Brierley Investments, 
threatened to move offshore if the tax 
proposal was not changed. In the event, 
the proposal was amended. 

More turmoil was to come. On 15 


the retention of existing conditions of 
main thrust was not altered. 
, and disunity within the government, | 
and sustained attack from without had | 


-by then done serious damage to the goy- B 
ernment. The main poll, the Heylen | 


| of reports from special committees and 


| and then implemented in the two-and-a- 
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February, Douglas and Prebble 
nounced the sale of the governme 
70% stake in the oil and gas comp: 
Petrocorp, to British Gas. This furi 
enraged backbench MPs who objec 
to the sale of state assets on ideolog 
grounds and to handing over contro 
a strategic resource to a foreign cor 
pany and they boycotted a parliame 
tary debate on state assets in protest. It 
also infuriated local companies — 
Brierley and Fletcher Challenge — with 
a stake in Petrocorp. The governmer 
backtracked on 1 March, pleading a bid: 
by British Gas to change the terms of- 
the deal, and signed instead with 
Fletcher Challenge. | o 
More protests followed on t 
sector bill. Nurses went « 
cause the bill as originally 
out vital conditions of wor! 
had rolling stoppages. Othe 
vants marched in tens of thous 
the main cities and then conducted ro 
ing stoppages and a one-day strike. The 
bill was amended principally to write in 





















































he state- 






























































work, which mollified backbench MI 
but not the state-sector unions. But the 


The errors of judgment, backtracks 


monthly poll, recorded on 12 March | 
that Labour was trailing the opposition . | 
National Party by 20 percentage points, |. 
the worst showing by a government in |. 
the poll’s history. TREE ue 
At two regional conferences o 
Labour Party on 19 and 26 Mar 
gates roasted the government. — wu 
Faced with a party revolt and public. |. 
revulsion, Lange and other ministers | 
have publicly promised a slowdown and 
more sensitive handling of change. But 
that may be easier said than done. A raft 










from a royal commission is due over the 
next month on social-policy reform. 

Ministers have built up expectations 
of social policy change deeper and more 
far-reaching even than Douglas’ in the | 
economy. That will require speed and | 
pressure if it is to be devised, legislated 


half years before the next general elec- 
tion. 

And on top of all that, the economy 
is heading into a long-delayed recession 
with at best a slow recovery from 
around the end of this year. Unemploy- 
ment, at 7%, is certain to rise. The local 
dollar is widely thought to be over- 
valued and to be likely to fall — possibly 
precipitately, which could be devastat- 
ing. Inflation and interest rates are com- 
ing down but are still between two and . 
three times higher than the average of 
New Zealand's main trading partners. - 
The Lange government, rocking with 
the pace, has a rough time ahead of it 
yet. a : 








THAILAND 


Securing the future 


Workers unite in an effort to push through a social security law 


By Paisal Sricharatchanya in Bangkok 
l^ a rare display of solidarity and or- 
ganisation, Thailand's embryonic la- 
bour movement is pushing hard for the 
introduction of a national social security 
system. Thailand, despite its relative 
prosperity in the region, remains the 
only Southeast Asian country lacking 
such a system. 

The Thai workers’ demands are not 
new. The idea was first mooted more 
than 30 years ago, but labour has never 
been able to muster enough strength to 
get it transformed into policy. This time 
around, however, there is a good 
chance of success, most analysts say. 
The government endorses the concept 


PAUL HANDLEY 


and several political parties, both in the 
government and in the opposition 
camp, have separately presented draft 
legislation on the subject. The question 
now appears to be what shape the pro- 
gramme will take and when it will come 
into effect. 

The current labour campaign is the 
combined effort of the country's two do- 
minant national labour congresses — 
the Labour Congress of Thailand (LCT) 
and the Thai Trade Unions Congress 
(TTUC) — 16 industrial federations 
and various individual unions repre- 
senting workers in seven industrial 
zones around Bangkok. The unity of 
these diverse groups is unprecedented 
in Thailand’s labour movement, which 
traditionally has been badly weakened 
by factional squabbles. 

A broad-based consensus among the 
labour groups on the social security 
issue was reached at a meeting in Nov- 
ember 1987. The meeting took place 
one month after a delegation of senior 
Thai unionists, led by labour special- 
ist Nikhom  Chantharavithoon, an 
academic, observed West Germany's 


on 
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Labour protest in Bangkok ; hospital care for babies: pressuring for demands to be met. 


social security system under the spon- 
sorship of Friedrich Ebert Stiftung, a 
private West German foundation. 

Since then a series of seminars and 
study programmes have been launched 
to educate workers on the benefits of a 
social security system. The programmes 
so far have encompassed some 270 
unions — more than half of Thailand’s 
estimated 500 unions — in industrial 
provinces around Bangkok and Chon 
Buri, with some reaching out as far as 
the southern island province of Phuket. 

"Unlike the piecemeal approach in 
the past, the present efforts are con- 
certed and systematically carried out. 





The labour leadership has clearly suc- 
ceeded in generating a great deal of 
awareness at the grassroots level," a 
Western labour-affairs observer said. 


| an attempt to put pressure on the 
government to act on the social sec- 
urity issue, the labour groups have set 1 
May, Labour Day, as a deadline for the 
government and parliament to commit 
themselves on the issue. Thai workers 
normally stage a rally at Sanam Luang, 
an open ground near the Grand Palace, 
as part of annual Labour Day celebra- 
tions. "Unless the issue is taken up by 
parliament by then, the workers will 
continue camping out at Sanam 
Luang," said LCT president Thanong 
Po-arn, chairman of an ad hoc commit- 
tee responsible for pushing the social 
security concept. 

With parliament scheduled to con- 
vene its 1988 session in early April, it is 
possible the issue will be taken up be- 
fore labour's deadline. But that would 
only be the beginning of what promises 
to be a long, gruelling process to ham- 
mer out a compromise policy which 
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takes i into account the higl i iy 






d ivergent 
positions held by the various parties 
concerned. 

Three separate bills, sponsored by 
MPs from the pro-government Demo- 
crat Party and the opposition Commun- 
ity Action and United Democracy par- 
ties, have been presented in parliament 
since last year but none have yet been 
debated. Workers' representatives have 
also put forward a draft proposal which 
is now with the House of Representa- 
tives labour subcommittee. A fifth, 
and perhaps the most important draft 
proposal, drafted by the Interior Minis- 
try, is expected to be tabled at the up- 
coming parliamentary session. 

The workers' draft, drawing heavily 
on Nikhom's expertise, proposes com- 
pensation for general health care, child- 
birth and death expenses — to be paid 
by contributions from the government 
and employers. The workers also pro- 
pose to contribute to a central pool of 


| funds, Sene the government and 
DAVID M. MAYES 


employers, to provide welfare to un- 
employed workers, needy children and 
the aged. 

Establishments employing more 
than 10 workers would be affected 
under this proposal. Initially, 18 prov- 
inces would be covered by the law 
which would later be applied througk 
out the country. The system would 
come into affect within four years and 
be managed by a newly created Labour 
Ministry. It would cover an estimated 
1.2 million industrial and services work- 
ers — or about 20% of the estimated 6 
million-strong, non-agricultural labour 
force. 

By contrast, the government draft 

roposes initially to cover only 10 prov- 
inces and it would apply only to indus- 
trial establishments employing more 
than 20 workers. This scheme, to be ad- 
ministered by the Interior Ministr 
would benefit only about 300,000 soc 
ers. The draft bills put forward by MPs 
fall somewhere in between the worker 
xus hae irl proposals. 
proposed new scheme, what- 
ever shape it finally takes, would repre- 
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MORE THAN 10°000 HOL 
TO DEVELOP 
THIS MASTERPIECE. 


Sent a major expansion of an existing 
programme known as the Workers 
. Compensation Fund, which covers on- 
: the-job injuries. Introduced in the early 
i 1970s and funded entirely by employ- 
ers, the programme covers some 1.2 
million workers employed by about 
11,000 establishments. The new scheme 
would transform the Workers Compen- 
sation Fund into a larger Social Security 
Fund once it is passed into law. 

Since any new legislation requiring 
the expenditure of public funds must be 
sanctioned by the government, it is ex- 

pected that the Interior Ministry draft 
will form the basis for the new system. 
But the labour groups are hopeful that 
their representatives will be appointed 
to take part in the bill's scrutinisation 
process, when pressure will be kept up 
in parliament. 












| 
“he long delay in introducing a social 
A security system in Thailand is attribut- 
ed in part to weakness among worker or- 
ganisations. Undercut by a labour-rela- | 
tions law which tends to promote the | 
| proliferation of small unions rather than | 
zer industry-wide groupings, the | 
intry's organised labour force has re- 
mained stagnant for the past several 
vears at about 300,000 members. This | 
represents only about 5% of Thailand's | 
estimated organisable labour force, one | 
of the lowest rates in Southeast Asia. 

There also have been intermittent 
claims that the labour movement has 
been weakened through manipulation 
by outside elements, particularly the | 
military. 

More than half of the country's or- | 
ganised labour force comprises mem- | 
bers of state-enterprise unions. Since 
most state enterprises provide welfare 
packages which are generally better 
than those of private establishments, 
these unions were said to be hesitant at 
one stage to take part in any new 
scheme that would simply duplicate be- | 
nefits they already enjoy at no charge. | 

However, these unions subsequently | 
threw their weight behind labour's cam- 

dgn after a special provision was writ- 
tinto the workers’ draft proposal that 
would exempt enterprises already pro- 
viding equivalent or better benefits than | 
those provided under a new system. | 

Alongside the clamouring for a so- | 
cial security system, the LCT and | 
TTUC are also demanding a 10% in- | 
crease in the Baht 73 (US$2.88) dai- | 
ly minimum wage, setting a 1 Oc- | 
tober deadline, which coincides with an | 
expected salary increase for junior civil | 
servants, | 
Given their limited bargaining 
power, it is not surprising that workers 
have not fully benefited from the coun- 
try's good economic performance in re- 
cent years. Leading unionists claim the 
workers' only obvious gains are punc- 
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Power to the centre 


By Philip Bowring in Kuala Lumpur 
Fe the past year, Malaysia has been 
~ battered by news (see box). Dramatic 
political developments have followed so 
fast upon each other that Malaysians 
have had little time to assess the impact 
of one before being engulfed by the 
next. To get a picture of the forest rather 
than the trees is even more difficult. 

Is it all just politics as usual at a 
higher pitch — as political combatants 
in a traditionally open and plural society 
set about each other? Or do recent 
events add up to a change in the name of 
the game? 

Has a major shift taken place in the 
way politics is conducted? If so, what 
are the likely consequences for Malay- 
sian institutions, for race relations, for 
the economy? Are changes a reflection 
primarily of the prime minister's out- 
look and personality? Or are they a con- 
sequence of more fundamental changes 
in society? | 

The one thing that most of the recent 
events have in common is that they are 
either challenges to Datuk Seri Maha- 
thir Mohamad — whether as leader of 
the United Malays National Organisa- 
tion (Umno) or as prime minister — Or 
responses to that challenge. A year ago, 
Mahathir was hanging on to power by 
his fingertips. The question was: how 
much longer could he last? The ques- 
tions now are: who can stop him? How 
long will he want to stay on: 

He has turned adversity to advan- 
tage, meeting each challenge by raising 
the stakes, using the executive powers 


at the disposal of a prime minister to | 
change the rules to the disadvantage of : 


his e: 
Tt 


ie net result of the past year is that | 
Mahathir has greatly strengthened his | 
grip on the party. The party has | 
strengthened its grip both on the ruling | 
National Front coalition and on the | 
bureaucratic machinery. And the cen- | 
tral government has increased its power | 


relative to the courts, the state govern- 
ments and assorted institutions includ- 
ing the press. 

Taken in isolation, each of Maha- 
thir's steps may be seen simply as à re- 


sponse to a particular predicament. But | 


the consistent way in which he has 
reacted to challenges has convinced 
many, admirers and critics alike, that he 
wants to change Malaysian society and 
institutions more than many had sus- 
pected. He is neither the amateur patri- 
cian politician after the style of his pre- 
decessor, Tun Hussein Onn, nor the 
consummate master of the politics of 





feudalism and money patronage, as is 
his arch rival, former finance minister 
Tunku Razaleigh Hamzah. 

Instead, his is the politics of centrali- 
sation; of party, federal and bureaucra- 
tic power. His immediate aim: cohesion 
and executive efficiency through cur- 
tailing checks and balances, and 
eliminating unnecessary intermediaries. 
The ultimate aim: the creation of a cen- 
tralised state with a strong (Malay) 
bourgeois along East Asian lines. 

If Mahathir has not expressed this in 
so many words, his attitudes come 
through in his book, The Malay Di- 
lemma, his Look East policy, and his ad- 
miration for Prime Minister Lee Kuan 
Yew and the People’s Action Party 
(PAP) in Singapore. His is a national vi- 
sion, and he has no patience with 
“muddling through,” even less with in- 
stitutions derived from colonial times 
which might stand in the way of his per- 
ceptions of Malay and national goals. 

Most likely he would appreciate the 
comparison with Lee but perhaps not 
with the comparison which others some- 
times make between him and Ferdinand 
Marcos of the Philippines and Sukarno 
of Indonesia in their middle years — be- 
fore corrruption in one case and person- 
ality cult in the other overshadowed the 
goal of replacing political and ideologi- 
cal bickering with centralised, national 
leadership. 


ee 


But Malaysia is not Indonesia or the 
Philippines. Even less is it Singapore or 
South Korea. It is a relatively prosper- 
ous, multi-ethnic society, with a large 
middle class and a specialised, outward- 
looking economy. Many doubt whe- 
ther, over the medium term, a more 
authoritarian government system, how- 
ever clear its national concepts, will 
help either multi-racialism or develop- 
ment. 

There are many who say that Maha- 
thir is not as authoritarian as his critics 
maintain. They argue that Umno has al- 
ways, with the exception of Hussein, 
had authoritarian leaders who have ex- 
pelled those who have challenged them 
— as Mahathir and his former depu*" 
Datuk Musa Hitam, found in 1969 wh 
they bitterly criticised the then prime 
minister Tunku Abdul Rahman for ne- 
glecting the economic advancement of 
the Malays. 


Where is one evident, if very superfi- 
cial, difference with previous Umno 
leaders, who were all lawyers and thus 
accustomed to debate and compromise. 
Mahathir is a medical doctor, believing 
in scientific precision and unaccustom- 
ed to having his patients dispute his 
diagnosis. This amalgam of science and 
theories of social behaviour came 
through strongly in The Malay Di- 


| lemma, in which he described Malays as 
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less capable than Chinese because they 
were accustomed to an easy environ- 
ment in which even the weak could sur- 
vive. 

He represents one side of the Malay 

ilemma," which he described as be- 

een the Malays' "desire to assert their 
rights and arrogate to themselves what 
they consider to be theirs, and the over- 
whelming desire to be polite, courteous 
and thoughtful of the rights and de- 
mands of others." 

Whatever the character of the 
leader, Umno may never have been 
quite the populist, democratic grass- 
roots organisation of its own mythol- 
ogy. Many describe it as semi-feudal in 
origin. It has been sustained partly by 
modern forms of patronage as well as by 
Malay gut appreciation of the necessity 
for political unity. 

This is the strongest card in Maha- 
thir's hand in dealing with Razaleigh. 






| s, even in private places 
rawak indigenous groups, sug 





pposedly to reduce. 





42 AMPS AS 


AG CACTIOR coos dan Grim 


ian OR “aN | i 
Mahathir; the last issue of The Star before it was banned; anti-Chinese rally in October. 













Having outmanoeuvred him in the 
murky backdoor plays over party regis- 
tration, Mahathir now has him outside 
the party. Only Razaleigh's most ardent 
supporters believe that many Malays 
are going to vote for a party opposing 
Umno, even if they do not think much 
of the present leadership. 

Ihe problem of Malay instinct for 
one party (whatever the dissension 
within it) has forever frustrated the 


| Malay and Muslim-based Parti Islam 


(Pas), which advocates, among other 
things, the setting up of an Islamic state. 


he best Razaleigh may be able to 

hope for is to use personal loyalties 
to himself (especially in his home state 
of Kelantan) and his associates to ex- 
pose the dangers of continuing disunity 
for Malays and thus force Mahathir to a 
compromise. Abstentions at the polls, 
such as the low 58.9% voter turnout ina 
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‘power over land matters, for- 
a state government prerogative. 


>- Parliament amends Societies Actto - 
 faciliate transfer of old Umno assetsto. 
Umno Baru and reduces risk of legal — 
challenges by Razaleigh faction. — — — 
= Philip Bowring 














5 March state by-election in Johor, 


could undermine the hold not only of 
Umno on the Malays but also further 
weaken Chinese support for its National 
Front coalition partners. But for 
Razaleigh to court a repeat of the 1969 
election (in which the Malay and 
Chinese vote were so badly split and the 
government's hold on power so tenuous 
that racial riots ensued) might not en- 
dear him to anyone. Meanwhile, it is 
Mahathir who can determine the timing 
of national elections. 

All told, it is not a very promising 
situation for opponents and explains 
why Musa and some of his lieutenants 
were so quick to give their allegiance to 
Mahathir’s Umno (Baru). To the 
disappointment of some followers, 
they did not have the stomach to con- 
tinue a fight which they would likely 
lose. They opted to wait and try to fight 
another day. 

But even that may not be easy. 
Mahathir is believed to want to take this 
opportunity to revamp the party struc- 
ture, to make it more centralised, more 
efficient and more beholden to the 
leadership. Already the president en- 
joys considerable powers — the nomi- 
nation of the state chief ministers and 
the appointment of party liaison chiefs in 
the states. 

Although Mahathir has promised to 
take into the new party all but a handful 
of Razaleigh supporters, in practice this 
may take quite a while, with some appli- 


| cations being accepted faster than 


others. It is also possible that the even- 
tual constitution of the new party will be 
significantly different from the old, put- 
ting more power into the hands of the 
president and the supreme council and 
generally reducing the ability of divi- 
sional and state loyalties to override the 
party’s national direction. 

Mahathir is believed to admire the 
tightly knit, cadre-style PAP in Singa- 
pore. Although that system cannot be 
transplanted to Malaysia, where Umno 
at the Kampung (village) level is as much 
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a social institution as a 
political party, the 
promised computerisa- 
tion of the membership 
rolls will doubtless in- 
crease central control as 
well as climinate many 
of the phantom mem- 
bers said to be among 
the old party's list of 1.4 
million. 

Further strengthen- 
ing Mahathir's hand is 
the power of state/party 
patronage. This has long 
been practised — con- 
spicuously by Razaleigh 
as finance minister and, 
later, trade and industry 
minister. Now that he 
is out of office he 
will find keeping loyal- 
ties especially diffi- 
cult. 

There has always been a degree of in- 
teraction between party and state 
machineries from the top down to the 
kampung level, whether it involved the 
granting of trading licences or the award 
of public-works contracts. The politics 
of patronage grew dramatically during 
the 1970s under the twin influences of 
the New Economic Policy’s (NEP) push 
to create a Malay property-owning and 
commercial class and the buoyancy of 
government revenues thanks to the oil 
boom. In theory it might have been ex- 
pected to flatten out in recent years as 
government spending has had to be cur- 
tailed and more emphasis placed on 
private-sector initiative, but it has 
not quite worked like that for two 
reasons. 

Senior civil servants say there has 
been a gradual encroachment by politi- 
cians into areas of decision-making pre- 
viously the domain of civil servants. 
There is also reported to be a growing 
tendency to make civil service appoint- 
ments on the basis of political or per- 
sonal loyalties rather than on profes- 
sional merit. It is debatable whether or 
not Umno rivalries have contributed to 
politicisation. Ner is it universally 
agreed as being a bad thing. 


M ahathir's defenders point to the 
close links between the ruling Lib- 
eral Democratic Party and the bureau- 
cracy in Japan and the direct sway of the 
political leadership over the bureau- 
cracy in South Korea. The analogies 
may be useful but the bureaucracy has a 
will of its own in Japan which even the 
most powerful leaders find hard to com- 
bat. This is not the case in Malaysia. 
Mahathir is a hands-on prime minis- 
ter. Many say his direct interest in many 
issues that earlier prime ministers would 
have left to individual ministers has 
speeded up decision-making and im- 
lementation. But critics argue that it 
as also meant sometimes hasty com- 
mitment to ill-thought-out projects 


laysian unity: campaign for a national language. 


from which there can be no retreat be- 
cause of Mahathir's involvement, and 
overtly political overriding of de- 
partmental advice. Mahathir does allow 


cabinet ministers an opportunity to | 


speak out in cabinet — but it is a moot 
point how many would have the courage 
to argue against him in any case. 
Another reason for the continued 
expansion of the money-politics nexus 
has been the growth of the overt com- 
mercial activities of the leading political 
parties, Umno and its main partner in 
the coalition, the Malaysian Chinese 
Association (MCA), and the expansion 
of apparently private-sector corpora- 
tions which owe their existence to state 
patronage and loans from state-owned 
banks. In some cases they are incorpo- 





rated subsidiaries and associates of | 


statutory bodies. Former auditor-gen- 
eral Tan Sri Ahmad Noordin Zakaria, 
an old-fashioned believer in the separa- 
tion of powers, tried to increase public 
accountability in this area. He failed. 

Whatever the reason, there is no 
doubt that it has become so deeply ingrain- 
ed that it is barely worthy of notice. One 
minister will condemn it while claiming 
it to be an inevitable part of a demo- 
cratic society. Another will condemn 
and seek to silence those who try to 
probe its abuses, citing grounds ranging 
from nationalism to anti-communism 
and anti-communalism. 

It is of course possible that any cen- 
tralisation of power by Mahathir, par- 
ticularly a tighter grip on the party, will 
eliminate much money politics. But for 
the moment, that is seen more as a pious 
hope for the future than a natural out- 
come of Mahathir's years at the helm. 

Nor should the extent of his grip be 
exaggerated. He is not a Lee Kuan Yew 
or Suharto. He is 62 and the party does 
not lack for ambitious younger men — 
even if the quality of the cabinet, with 
the exception perhaps of Education 
Minister Anwar Ibrahim, has suffered 
badly from party splits. Political debts 
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d to some 
ger supporters may 
|! make it difficult for 
| Mahathir to come to an 
accommodation with 
the Musa group. Even 
prime ministers do not 
have unlimited pow- 
ers to bestow of- 
fice. — 

- Few have any idea 
| how long Mahathir, 
| given the chance, would 
like to stay. Some be- 
lieve he would be con- 
tent to leave after win- 
ning another election — 
which he must hold by 
1991 — and ensuring 
that the office passes to 
a person of his choice. 
However, some Umno 
leaders have said recent- 
ly that long tenure has 
its benefits; that it can bring stability. 
They have pointed to Lee, to Britain's 
Margaret Thatcher, to Indonesia's 
Suharto. Mahathir was a late starter in 
the top office — he took over when 
was 56 — but he is very fit for his ye: 
and the most talented of the next gener- 
ation still in government, Anwar, is still 
very young at 40. So it is not altogether 
impossible, as might have been thought 
a year ago, that Mahathir could be 
around for another 10 years. 


BERNAMA 


ih Gas as si nt lash chai aiat. ioa. A EO Te NE 





here are few apparent dangers to 

Mahathir from within his new party 
unless the economy turns really bad and 
unemployment, particularly among 
graduates, worsens. He has been lucky 
this past year with sharp upturns in rub- 
ber and palm-oil prices just when they 
were needed. But having survived a 
rough two years, it would now take a 
prolonged period of economic malaise 
to pose a political threat. 

The prospect of a tighter knit, more 
centralised Umno continuing to be led by 
a man as purposeful as Mahathir wor- 
ries many non-Malays as well as his cri- 
tics, covert and open, in Umno. Mat 
think the survival of Malaysia's spiri 
ed democracy is substantially due to 
Umno’s own internal democratic tradi- 
tions, reflected in feisty electoral con- 
tests and battles over personalities and 
positions. If there is to be less room 
for dissent within Umno there is going 
to be even less scope for dissent outside 
it. 

In the short run, many non-Malays 
are attracted by the prospect of less 
high-decibel politics. Some non-Malays 
may have been rather smug last year 
about Umno's troubles after their own 
discomfiture at the scandals and divi- 
sions within the MCA, but in their more 
reflective moments they tend to see that 
Malay disunity is more a danger than an 
opportunity as it makes extremist plays 
for Malay support more likely. Many, in 
fact, now see a direct connection be- 
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tween the Umno split and the upsurge 
of communal politics which was given as 
the reason for the wave of arrests under 
the Internal Security Act (ISA) begin- 
ning in October last year. 

So in the short term, too much po- 
litical competition can be a threat 
to the minorities. Yet the alternative 
is probably worse. It is the arithme- 
tic — however distorted by constituency 
size and boundary demarcation — of 
parliamentary democracy which re- 
quires that non-bumiputras (non-indi- 
genous Malaysians) get a share of politi- 
cal power and a forum for their grie- 
vances. 

This process may have been seri- 
ously undermined by the ISA deten- 
tions. Whatever the immediate justifi- 
cation for detentions to spike the appar- 
ent build-up of communal tensions, the 
long-term detentions meted out to op- 
position members of parliament and to 
| environmental and other social critics 
represented a major extension of the 
use of the ISA. | 

That is not to say it has not been used 
for political purposes which appeared to 

ive little to do with national security. 

was used by Ghazali Shafie, when 
home minister under Tun Hussein Onn, 
to put away Abdullah Ahmad, once po- 
litical secretary to the previous prime 
minister and at the time a deputy minis- 
ter, on the flimsiest evidence of com- 
munist sympathies in 1976. It was used 
against significant numbers of people 
after the 1969 riots and during In- 
donesia's Confrontation with Malaysia 
in the early 1960s. 

But the recent exercise is the first 
time the ISA has been used to detain so 
many sitting opposition MPs at the same 
time. And the first time that arrests had 
covered such a broad spectrum of op- 
ponents and critics rather than 
being aimed at one specific threat to 
security. 

Apart from the excessive use of the 
ISA, democratic process is clearly 
threatened when criticism of govern- 
ment is, by extension, taken to mean 

^odticism of “Malay supremacy.” The 
: Arrent information minister, Datuk 
‘Mohamed Rahmat, argued at the 
time of the debate on the amendments 
to the Official Secrets Act (OSA) in 
1986 that as the government was Malay- 
led, opposition to the OSA could be 
“viewed as an excuse to challenge the 
Malay leadership and the Malays them- 
selves.” 

It is not just the opposition Demo- 
cratic Action Party (DAP) and Pas 
which wonder how democracy can be 
sustained if MPs are so readily subject to 
ISA detention and all criticism trans- 
lated into ethnic terms. The MCA, it ap- 
pears, is almost as concerned. While it is 
still trying to recover from its own divi- 
sions and financial scandals, the DAP, 
its main rival for Chinese votes, is ac- 
quiring martyr status. 

The MCA knows it has little power 
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to influence major government deci- 
sions until it can show Umno that it is re- 
spected and can deliver votes. But deliv- 
ering votes becomes all the more dif- 
ficult when the party appears to have so 
little clout in government. Occasional 
chauvinistic outbursts, such as that by 
Labour Minister and party deputy presi- 
dent Lee Kim Sai on the education issue 
last year, may win temporary Chinese 
applause, but they tend to backfire be- 
cause they increase Malay suspicions of 
MCA objectives, create issues for 
Malay chauvinism and thus reduce its 
ability to influence government. 

Being in favour of the principle of 
the ISA and being part of the govern- 
ment, the MCA is in no position to op- 
pose particular detentions, however un- 
justified they may seem, and however 
it may damage them politically. 

The erosion of the MCA's role in 
government has been going on for 
years, partly as a result of the calibre of 
leadership, partly 
perhaps as a result of 
Umno's unwillingness 
to yield. any major 
portfolios to the MCA 
since the late Tun Tan 
Siew Sin stepped down 
as finance minister in 
1974. Indeedthe concept 
ofthe National Front — 
which aimed to provide 
some political crumbs | 
for minorities in the 
context of controlled 
communal politics — has 
been withering slowly. | 
Once it was possible for | 
an individual to become | 
a direct member of the i 
National Front's pre- | 
decessor, the Alliance, | 
thus avoiding commu- 
nal identification. The 
National Front makes no such provi- 
sion. 

Yet the events of the past year have 
Suggested that communal politics for 
the minorities may be a dead end. While 
complaining that the nation is drifting 
away from multi-racialism, the MCA 
remains stuck in its communal ghetto, 
with no obvious commitment to demo- 
cratic institutions and permanently 
marked by the perception that its lead- 
ers have been mainly preoccupied with 


financial gain. 
pu with a powerful Umno, nomi- 
nally non-communal parties, such as 
the DAP and Gerakan (despite some 
close encounters with money politics), 
may look like more promising institu- 
tions, recognising that non-Malays — 
and some urban middle-class Malays — 
share objectives and values which go 
beyond attachments to Chinese schools 
and lion dances. Indeed, the list of 
people detained under the ISA suggests 
to some that the government may be 
more concerned about the emergence 
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of new coalitions of opponents 
traditional ones. aS 
Mahathir's tough stance again 
sorted dissidents has been facilitated 
similar policies in Singapore. Increas 
cross-Causeway cooperation has be 
seen in some recent ISA detentions and 
reflected in the appointment of forme: 
Singapore intelligence chief S. | 
Nathan as high commissioner in Kua 
Lumpur. Pd 
The ISA detentions exhibited the 
personal power of the prime minister in. 
another way. After Musa abruptly re- 
signed from the cabinet two years ago, 
Mahathir himself took over the Home 
Ministry. This put the whole security 
and intelligence apparatus, headed by | 
the police Special Branch, ui sim-. 
mediate aegis. A new head ial 
Branch was appointed soo 
wards. Exactly where initiativ 
detentions have come from == 
from Special Branch, the Hom: 
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try or the Inspector- 
General of Police 
| (IGP) — is far from 
clear. But with the | 
prime minister also | 
| being home minister | 
there is no chance of | 
review at a higher level. | 

The IGP is not a. | 





Mahathir — appointee | 
and the uniformed po- 
lice are considered 
apolitical. But they 


have a direct obligation. 
to the civilian govern- 
ment, and their own in- |- 
stinctive preference is | 
for playing safe where | 
| law and order are con- - 
cerned. Whatever the 
police view of the 
power and money plays 
of the politicians, they 
remain faithful servants of the govern- 
ment. 

There is also a sense of rivalry with 
the armed forces. The last thing either | 
police or civilian politicians want isa |. 
state of emergency — said to have been | 
on the agenda of some Umno hotheads. | 
last year. Although an emergency gives. 
a government huge powers to overrule 
other institutions it would bring the 
army into the equation. As one minister 
asked rhetorically: “Do you want to 
share power with the army.” | 

Other institutions are also being 
rapidly cut down to size, notably the 
courts. The assault on the judiciary 
is by far the most radical measure taken 
by Mahathir. When faced with judicial 
rebuffs, he has changed the constitution. 
which will in effect give executive con- 
trol over the judiciary, changed laws — 
as with the Societies Act — to stop them 
being used against him by his political 
opponents, treated court decisions with 
disdain (re-arresting DAP MP Karpal 
Singh under the ISA immediately after 
a court had freed him) and framing laws - 











to avoid the possibility of judicial discre- 
tion by giving ministers blanket powers. 

Opponents see in all this not just a 
thirst for power but an undermining of 
institutions providing checks and ba- 
lances. The government, however, sees 
— or at least claims to see — them as a 
logical development of national institu- 
tions based on local needs and political 
culture. The notion of an independent 
judiciary contesting the intentions of the 
leadership and parliament is seen as 
alien and divisive — a hangover from 
colonial times. The line between (in the 
jargon of political science) “the 
sovereignty of the people” and “the 
tyranny of the majority” (in this case a 
racial as well as parliamentary one) has 
always been a thin one. 

And if Mahathir is now taking 
Malaysia firmly to one side, it may be 
partly a reaction to what he sees as a 
paralysis of government in countries 
such as the US where the separation of 
powers is taken to extremes. Partly, 
too, as a reaction to a Malaysian ten- 
dency — not confined to 
politicians — to be litigi- 
ous. 


eel 


here is, in fact, no- 

thing new in Maha- 
thir’s willingness to con- 
front established institu- 
tions. Back in 1983, after 
a long battle, the con- 
stitution was amended to 
limit the ability of the 
sultans to withhold as- 
sent from acts of parlia- 
ment. Although the rul- 
ers’ prerogative was 
hardly in the spirit of 
democracy, some saw it 
as a useful barrier to unbridled power of 
a government able, through the size of 
its majority, to change the constitution 
at will. 

Since then, there has been no prob- 
lem between the prime minister and the 
Yang di-Pertuan Agong (the king), 
though Tunku Abdul Rahman has criti- 
cised the personal behaviour of some 
members of the royal families. The posi- 
tion of the agong could again become a 
sensitive one next year when a new 
agong is due to be chosen. Next in line is 
the Sultan of Perak who is not only 
known to be friendly towards 
Razaleigh, but is a distinguished lawyer 
who was Lord President (the top legal 
office) before becoming a sultan. He is 
believed to have a strong distaste for 
Mahathir's reduction of the role of the 
judiciary. It is unclear whether his elec- 
tion could be endangered or delayed. 

Mahathir's attitude to the judiciary 
and monarchy is paralleled by a similar 
one to other unelected vehicles of actual 
or potential dissent: the media, increas- 
ingly hemmed in by laws, licensing and 
political ownership; and the mostly 
urban middle class-based special in- 
terest groups criticising government 


from a wide variety of mostly non-tradi- 
tional standpoints such as the environ- 
ment. 

Many of these have united on speci- 
fic political issues, notably fiercely 
criticising the amendments to the OSA 
in 1986, where traditional social critics 
like Chandra Muzaffar of the social re- 
form movement Aliran and the environ- 
mentalist Gurmit Singh were joined by 
Tun Tan Siew Sin, newspaper columnist 
and former Umno MP Datuk Mohamed 
Sopiee and other establishment fig- 
ures. 

Many of these groups may be too 
small to be taken seriously, and are cer- 
tainly not potentially disruptive in the 
same way as old-style leftists or radical 
Muslims. Yet in some ways their im- 
plied criticism of money politics, mal- 
distribution of wealth, corruption and 
abuse of executive powers may carry 
more weight than older ideologies. 
They also — a rare thing in contempo- 
rary Malaysian society — cut across ra- 
cial boundaries though they are still 


largely dominated by middle class non- 
Malays. 

It might have been thought, in fact, 
that the new urban middle class of pro- 
fessionals and managers of all races 
could have formed a stronger basis for 
political cooperation. In a negative 
sense they do. Malays have a sufficient 
stake now in urban wealth to be unlikely 
to risk civil strife for short-term political 
gain. But, for whatever reason, Malays 
and non-Malays agree that there is no 
more social integration now than in the 
past. And among the elite there is actu- 
ally less. 

Despite their marginal role, the non- 
Malay parties will stay in government as 
long as there are some economic bene- 
fits and some hope of marginal influ- 
ence. Mahathir can draw on the fact that 
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whatever non-Malays may feel about | 


the present they are readily frightened 
into believing that the only alternatives 
are far worse. 

They may be concerned about the 
specifically Islamic (rather than simply 
Malay) postures adopted by Mahathir 
and Anwar and prefer more secularly 
inclined Umno leaders such as Musa 
and Razaleigh but the Pas alternative 


would be worse. They may resent the 






likelihood of the continuation of the 
NEP well past 1990 — towards a goal of 


a 5096 share of wealth for Malays. They 


may invest more abroad than at home, 
envy the grant of fat government con- 
tracts to those with political clout. But 
they know that at least the leadership 
believes in the merits of capitalism and. 
the accumulation of wealth. 


T hey may abhor the erosion of liber- 
ties, the stifling of the press, the 
arbitrary use of the ISA, the assault on 
the independence of the judiciary, even 
the erosion of states’ rights. But given 
that the instruments of government are 
all in Malay hands, law and order and 
firm government may be preferable to po- 
pulist politics which could get out of hand. 

As one leading Umno figure put it: 
"The Chinese can't afford to take 
chances with Malay anger. And the 
Malays will feel insecure till they have a 
secure position in the economy. That'sa 
feeling, not a percentage, so who knows 
TENGKUAITHAROEEN — howlongit willtake?” Un- 
easy peace is better than 
the alternatives but m; 
not be much of a prescri. 
tion for a dynamic so- 
ciety. 

The drift away from 
an open society is not 
new. The grip on the 
media has been gradual- 
ly tightening for vears, as 
has that on the univer- 
sities. The illiberal 
Societies Act amend- 
ments — attacked at the 
time by a broad coali- 
tion, including then Mus- 
lim Youth leader Anwar 
Ibrahim — date back to 1981. 

But it is generally agreed that 
even if the trend towards authori- 
tarianism was already established, 
Mahathir’s personality and sense of na- 
tional mission have speeded up the pro- 
cess. 

Many see erosion of liberties as 
something the Malay mainstream re 
gards as an unfortunate necessity to en 
sure that their political supremacy can- 
not be readily challenged. The non- 
Malay leadership is too weak, too di- 
vided or too out of sympathy with any 
democratic or legal processes which 
might stand in the way of money-mak- 
ing, to resist. 

But if Mahathirism is to be justified by 
history it must reverse the drift towards 
racial exclusivity at home, as well as the 
economic drift away from foreign-trade 
orientation and towards domestic politi- 
cal objectives. 

Otherwise, Malaysia by the year 
2000 will not be the united, prosperous, 
educated nation that everyone hopes 
for, but a stagnant nation rent by racial 
suspicion that the thousands of middle 
class people, now emigrating each year, 
fear. 
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Bank Leu, in Zurich since 1755 


Bank Leu, in Hong Kong since 1987 


Since 1755, when Bank Leu 
was founded, many things 
have changed, in Switzerland 
and in the world of finance 
as well. However, one aspect 
hasn't changed: our commit- 
ment to worldwide presence 
and service. Therefore we have 
opened this representative 


office at 1705 Two Exchange 
Square, Hong Kong. The main 
objectives of our increased 
presence in Asia are to serve 
our clients in the pacific area 


better and to enhance business 
opportunities. Our Senior Rep- 
resentative, Hans H. Spórri and 
his staff are pleased to wel- 
come you in our new premises. 
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The unforgettable experience 
of supreme comfort. 





Inside a Mercedes-Benz the concept of comfort assumes 
new dimensions. The environment is one of sheer luxury: 
Climate-controlled, discreetly elegant and sumptuously 
furnished. 

If you feel at home inside a Mercedes-Benz it is because, 
in designing the interiors of the cars, the engineers have 
borne one fact in mind: they are for people who prefer to 
travel first class. 


Designed around the human body 

A surprising aspect of driving a Mercedes-Benz is how 
little physical effort it takes. 

Your hands move naturally to the large, instantly- 
identifiable, logically positioned controls. You adjust your 
seat, the windows or the sun-roof without ever taking your 
eyes off the road. You master a powerful machine by moving 
little more than your eyes, your fingertips and your toes. 

This unparalleled driving ease is the product of a craft 
that is highly developed at Mercedes-Benz: ergonomic 
engineering, the adaptation of vehicle design to the shape, 
needs and capacities of the human body. 

The result is supreme comfort. And an unforgettable 
driving experience. 


The best — or nothing 

No other car quite duplicates the extraordinary balance 
of handling precision and ride comfort afforded by a 
Mercedes-Benz, simply because no other car is built to the 
Mercedes-Benz principle of “The best — or nothing"'. 

If that principle is as valid to you as it is to the engineers 
of Mercedes-Benz, you owe it to yourself to experience the 
supreme comfort it has produced. 

We promise you will find it unforgettable. 
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We recommend, you never stretch out in our Slumberettes 
without asking for a wake-up call. 

We may come from the land of clocks but we still believe our First Class travellers deserve 
to be woken in a rather more gentle manner: by one of our charming flight attendants. 
Alarm .calls are something they're used to making, particularly on our long-haul flights. After 
all, with a comfortable back rest, reclining seat and flexible footrest, your Slumberette adjusts 
to your body automatically. In fact, it’s the next best thing to your bed at home. However. 
there is a snag: wouldn't it be a pity to sleep away the luxurious Y " 
atmosphere and legendary hospitality of our First Class service? swissair 








By Suhaini Aznam in Kuala Lumpur 
To political and legal battle of wits 
rages on between leaders of the re- 
grouped Umno (Baru), or New Umno, 
and their political rivals and former 
leaders who may be refused member- 
ship in the new party. On 1 April, two 
former prime ministers and a former ag- 
riculture minister applied to the courts 
for an injunction to stop the assets of the 
deregistered Umno (United Malays Na- 
tional Organisation) from being trans- 
ferred to Umno (Baru) and to prevent 
the latter from recruiting members from 
| the original party. 
| . The application by Malaysia’s first 
and third prime ministers, Tunku Abdul 
Rahman and Tun Hussein Onn, and 
Datuk Abdul Manan Othman, names 
* Prime Minister Datuk Seri Mahathir 
- Mohamad, pro-tem president of Umno 
- (Baru), and pro-tem secretary-general 
. Datuk Mohamed Rahmat as defen- 
dants. 
— Parliament amended the Societies 
Act in March to allow for such a transfer 
. Of assets provided that a majority of the 
members in a new society comprised 
members of the old society. But on 7 


Umno (Baru 
members. 
This would include Tunku Razaleigh 
Hamzah who unsuccessfully challenged 
Mahathir for the Umno presidency in 


would not be accepted as 


Abdul Rahman and Hussein. Both were 
involved in a bid to form an “Umno 






INDONESIA 


By Michael Vatikiotis in Jakarta 


redictions that new Indonesian 

W Foreign Minister, Ali Alatas, will 
extend the country's foreign policy from 
its past concern largely for the region to 
embrace issues in the international 
arena appear to have been borne out by 
. his confirmation that Indonesia is ac- 

tively lobbying for the chairmanship of 
the non-aligned movement. 

. Ruling out changes in the “basic as- 
pects" of Indonesia's foreign policy, 
Alatas nonetheless signalled that In- 
donesia will play more of a role in inter- 
national affairs. "It is to be expected 
that we increase our capacity to contri- 
bute to the solution of certain world 









Aline, yours or ours? 


The Tunku asks courts to stop transfer of Umno assets 


March, Mahathir said some of those | 
who had Saa the formation of | 


April 1987. It could also include Tunku : 





Malaysia" after a court declared the old 
Umno unlawful. 
Those former Umno members who 


are refused entry into Umno (Baru) will | 
be “compulsorily deprived of their law- - 


ful share in the assets," said the Tunku. 
He added: "The founders of Umno not 
merely founded Umno but literally 
funded it as well." He had himself dis- 
posed of 14 shophouses and other per- 
sonal properties to give Umno its first 
working capital. 

Even more than the issue of assets, 
however, Umno was a Malay party, 
open to all Malays without exception, 
stressed the Tunku. "The attempt to 
exclude some Malays like myself and 
many others will . . . mean that Umno 


(Baru) is far from being a replacement | 





. Bidding for a larger role 


New foreign minister moves to raise Jakarta’s international profile 


problems, especially those which affect 
our national development,” he said. 

Few observers doubt that this signals 
a broadening of Indonesia’s conception 
of its “national interests” which would 
be commensurate with its size and per- 
ceived economic potential. Under Pre- 
sident Suharto, Indonesia has always 
projected what it calls a “low profile” 
foreign policy, mainly focused on re- 
gional affairs. However, a combination 
of factors may have tipped the balance 
in favour of raising the profile. 

The first is the undoubted influence 
Alatas will bring to bear on the Foreign 
Ministry. As a professional diplomat 
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| and in support of Raza 
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| oath of allegiance to the 


said. He was clearly referring to Maha- | 












of Umno. It is a creature unknowt 


self. By 3 April, its pro-tem supr 
council approved the complete pro: 
line-up for the states, dropping. 
Umno's 133 originally elected di 
heads — most of them identifiabh 
Razaleigh's camp or allied to forme 
puty prime minister Datuk Ñ 
Hitam, who stood in the party elect 
as Razaleigh's running mate. Musa: 
self remains a division chief. Razaleig 
was dropped. : 2 
Mal 








Meanwhile, the challenge to | 
thir is clearly gathering ree 
Razaleigh's home state of 
30 March, 





Kelantan. According to 
politicians, the sultan fc 
had gone overboard in pl 
divided loyalty" to Mahai 
sive rally to launch. a “Los 
People" campaign in Mare 
apparently reasoned that 
sequent pledges to hims 
meaningless. "er. 

_ In his speech, the sultan, who is re- 
lated to Razaleigh and is the head of 
Islam in his state, voiced concern that. 
the Kelantanese were being asked to: 
idolise leaders. It was not Islamic, he 









thir who had been the focal point of the |. 
rally. Then on 1 April, at another royal | . 
ceremony, a noisy but not particularly: |. 
tense crowd of some 5-7,000 shouted 
slogans against Mahat Mohamed 
leigh. Those who. 
were extra rowdy were arrested but the 
crowd dispersed peacefully, apparently | 
satisfied at having made their protest - 
heard. | 






































with more than four years’ experience. | 
as Indonesia's ambassador to the UN, | 
he admits to “a predilection to dwell- 
more sharply on wider issues." Dip- 
lomats say he has become committed to 
issues such as the North-South dialogue 
and the non-aligned movement throug 
years of representing Indonesia at inte 
national forums. - 

But Alatas' ability to translate his in- 
terest in these issues into policy ulti- - 
mately depends on Suharto's willing- 
ness to front a more active role for In- - 
donesia. In this respect, one view is that 
leadership of the non-aligned move- - 
ment, which comes up after Zimbabwe 
relinquishes the role in 1989, could ap- 
peal to Suharto as a way of adding lustre - 
to the last vears of his long rule. | 

Diplomatic sources say there is also 
considerable support within the non- 
aligned movement for Indonesia to be- 
come chairman. "Some moderate states 
do not want to see leadership of the 
movement go to a radical state like 

























































































| Nicaragua,” a senior Jakarta-based dip- 
i. lomat told the REVIEW. But against this 
| sentiment, the next chairmanship is sup- 
{ posed to fall to Latin America. 
- With Nicaragua having staked its 
claim to the chairmanship, the situation 
is deadlocked. Despite suggestions 
that no more than 20 countries within 
the 103-member organisation solidly 
|. support Nicaragua, voting on issues is 
| not practised within the movement, 
|. consensus being the preferred method 
of reaching decisions. "If Indonesia 
wants to lead the movement it will have 
to work hard for it," a diplomat said. 
Alatas is seen as highly qualified to 
lobby on behalf of Indonesia. 
Alatas was closely involved in 
negotiations with Nicaragua at the 1986 
non-aligned movement summit in the 
| Zimbabwean capital, Harare. There, 
| Nicaraguan President Daniel Ortega 
| promised support for Indonesia in 1992 
-$ af it would drop the bid for chairmanship 
‘| in 1989. But indonesia insisted on re- 
‘| versing the order. Clearly the move- 
4. ments chairmanship from 1989-92 
would better suit Suharto, whose fifth 
| and possibly final 
term of office as 


president expires 
| 1n 1993. 
The new foreign 


 minister's first test 
will be to work to- 
wards breaking the 
| deadlock before 
the meeting of 
movement minis- 
ters in Cyprus, 
which has been 
pushed back to 
September. There 
have been signs of 
subtle lobbying, 
-L such as the establishment of diplomatic 
|: ties with Cyprus in 1987 — despite In- 
_ |. donesia's close relationship with Turkey. 
|| Suharto's unusually strongly worded 23 
. March statement on apartheid, calling 
for the total isolation of South Africa, 
has been interpreted here as a bid to win 
-favour from frontline African states in 
the non-aligned movement. 
. Although Nicaragua’s position may 
prove unassailable, the strength of In- 
donesia's bid will ultimately depend on 
Jakarta's ability to lobby other mem- 
- bers of the movement. This means pro- 
` jecting a higher profile on the interna- 
tional stage than Indonesia has tradi- 
tionally felt comfortable with. As a 
Western diplomat put it: "Indonesia 
may have to take stands on issues it has 
been equivocal about in the past." Yet 
on issues relatively close to home, such 
as the question of the US renewing its 
military bases agreement with the 
Philippines (which expires in 1991), In- 
donesia is unable to articulate its own 
strategic interest in supporting a con- 
tinued US presence in the region for 
fear of tarnishing its non-aligned cre- 
dentials. ü 
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PACIFIC 





The divided territory 


France builds up security for New Caledonian elections 


By Colin Shaw in Noumea 

rance is building up its already for- 

midable security forces in New 
Caledonia to contain Kanak (ethnic 
Melanesian) separatists, who are 
threatening to disrupt the 24 April elec- 
tions in the South Pacific territory in 
what may prove to be a pivotal year in 
their fight for independence. Failure to 
match the massive election boycott of 
1984 which helped secure concessions 
from the then Socialist French Govern- 
ment, could mean the separatist fight 
will have to await a new generation of 
Kanak activists. 

The dispatch of another cight squad- 
rons — 720 men — and 300 more CRS 
(Republican Security Companies) riot 
police was announced by Overseas Ter- 
ritories Minister Bernard Pons during a 
16 March press conference at the end of 
a two-day “technical” visit here. The 
visit bore all the hallmarks of un- 
ashamed campaigning for the French 
presidential election, in which conser- 
vative Prime Minister Jacques Chirac is 
running. 

New Caledonia's territorial elections 
coincide, not by chance, with the first 
round of the presidential poll. The ter- 
ritorial polls will usher in new institu- 
tions after the dubious vote against in- 
dependence in last September's loaded 
referendum, which was boycotted by 
the Kanak independence movement, 


A yen to help 


the Kanak Socialist National Liberation 


Front (FLNKS). Kanaks comprise 
about 63,000 of New  Caledonia's 
146,000 population. 


The reinforcements bring the total of 
gendarmes, CRS and other police on 
the 400-km-long island to 3,200, the 
highest number ever deployed in the 
territory. With the troops, foreign 
legionnaires and marines already based 
there, the combined strength will be 
more than 9,500 men. 

The immediate response to Pons' an- 
nouncement from FLNKS leader Jean- 
Marie Tjibaou, who was in Paris testing 
the political temperature, was a warning 
that there could be more bloodshed in 
the territory. The front voted in Feb- 
ruary to boycott and disrupt both elec- 
tions. 

But what Tjibaou did two days later 
held more significance. He flew with 
four other FLNKS leaders to Algiers 
and then dropped in on the Polisario 
Front at its Moroccan headquarters. 
The FLNKS has used the card of flirta- 
tion with Libya to put pressure on suc- 
cessive French. governments; the ap- 
proach to the Polisario guerillas is al- 
together more serious, given their effec- 
tive civil war of attrition against the 
Moroccan army. The visit may have 
been simply another tactical move, but 
it was a warning France cannot ignore. 





Japan explores bigger development role in Oceania 


By Nigel Holloway in Tokyo 


he decision to hold in Tokyo in mid- 
May the first meeting of the consul- 
tative group on economic assistance to 
Papua New Guinea (PNG) is a sign that 
Japan is being asked to play a bigger 


tion of the country's total bilateral aid 
budget, comprising only 1.4% in 1986. 
It is not even large from the viewpoint 
of most Pacific recipients. In Fiji and 
Kiribati, Japanese ODA made up 31% 


part in helping poor Pacific countries to | and 26% respectively of their aid re- 


develop. The group brought to- 
gether by the World Bank will 
coordinate aid to PNG in a simi- 
lar way to that for Indonesia and 
the Philippines. PNG's request 
to hold the meeting in Tokyo 
comes at a time when Japan's 
global aid is growing, while that 
of other countries like Australia 
and the US faces stronger 
budget constraints. 

Japanese official develop- 
ment assistance (ODA) to the 
developing countries of Oceania 
— Melanesia, Micronesia and 
Polynesia — is small as a propor- 
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Pons’ tough policy is seen by many 
observers as a political error because it 
can only push the FLNKS more firmly 
into the hands of its new militant minor- 
ity. FLNKS moderates, and former 
priest Tjibaou himself, have been left 
with no room for manoeuvre — the only 
way out is violence. 

FLNKS  politburo chairman Ed- 


| mond Nekiriai said the Chirac govern- 


ment wanted to prevent demonstrations 
and curb all Kanak movement, but “we 
don’t like this; we will break out.” 

If. civil war broke out between 
Kanaks and White settlers — “who are 
organising and  arming themselves 
against us" — it would be the govern- 
ment’s fault, said Nekiriai. 


QS ocialist President Francois Mitter- 
Ww rand’s declaration on 22 March that 
he would run again, could change the 
situation. He is front-runner in the 
polls, and he is known to sympathise 
with Kanak aspirations. But even if 
Chirac is elected, he will have to heed 
the rumblings among the centrists in his 
coalition about his having given in to the 
scendant political Right in Noumea. 


Chirac's national assembly majority - 


of three includes the two deputies from 
New Caledonia. One of them, mil- 
lhonaire Jacques LaFleur, leader of 
the loyalist Rassemblement Pour la 
Calédonie dans la République (RPCR) 
party, is a big contributor to the Chirac 
campaign; LaFleur is calling in the debt. 

After coming to power in 1986, the 
Chirac government swiftly took back 
powers given the FLNKS by the 
Socialists. Now, pushed by the RPCR, 
which has a majority in the territorial 
congress, it is putting the clock back still 





ceipts in 1985. In the case of PNG, 
Tonga, Western Samoa, Solomon Is- 
lands, Tuvalu and Vanuatu, it was less 
than 1475. Yet the total amount is grow- 
ing rapidly: it rose by 127% in 1986 to 
US$55 million. 

. The growth of the Soviet Pacific 
aval fleet and Moscow's closer ties 


«with the region have sparked more poli- 






tical interest in Oceania by Japan. In 
January 1987, the then foreign minister, 
Tadashi Kuranari, spoke about the 
need for Japan to strengthen its South 
Pacific policy (REVIEW, 29 Jan. '87), 
but this has made slow progress. 

The ignorance and indifference of 
the world towards developing Oceania 
has a singular twist as far as Japan is con- 
cerned. "Despite the fact that it shares 
the same ocean, Japan's trade with and 
investment in the region is so small that 
aid is the prime method of defining the 
relationship. Imports to and exports 
from Japan to these countries was Y 167 
billion (US$1.3 billion) last year, 0.376 
of Japan's total. Without a pressing 


| commercial reason for cultivating con- 


tacts in the South Pacific, it will be 


5 . extremely difficult to improve the qua- 
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Gendarme in Noumea build-up, ee 


further. FLNKS fortunes have never 
sunk so low: gerrymandering ensures 
that it could win only two of the four re- 
gions — currently it holds three — 
and they are the most impoverished 
ones. 

The FLNKS also fears that one of the 
bodies to be created by the elections, a 
French-appointed clan assembly, will 
tamper with tribal reservation rights 
and the Kanaks' constitutional rights as 
an indigenous people. 

The RPCR is known to want to 
break up tribal reservations — officially 
in the name of development through 
privatisation — to destroy dangerous 


lity of Japanese aid to these remote is- 
lands. 

The size of the problems is made 
clear in a report published on 1 April by 
Japan's Foundation for Advanced In- 
formation and Research, a private or- 
ganisation linked to the Finance Minis- 
try. The report itself is another first, be- 
cause it seems that no similar organisa- 
tion in Japan had ever done such a study 
on assistance to developing Oceania. 
Four Japanese academics led by Akio 
Watanabe, professor of international 
relations at Tokyo University, spent a 
year investigating the difficulties these 
recipients face. 


17 examples of poor aid policies 
are the sort that might be expected: 
a Y200 million refrigeration unit sent to 
Truk Island in Micronesia. Somebody 
forgot to check whether there was 
any electricity supply. Another case 
was of a fishing boat for Tuvalu, but 
with no money allocated for fuel. Ignor- 
ance about the region is so deep that aid 
missions continually visit these coun- 
tries and ask the locals the same basic 
questions each time. 

















breeding grounds of Kanak na 

Tension in the territory has bee 
ing steadily since the release in Octo 
1987 of the self-confessed killers of 
Kanak militants, including two | 
Tjibaou's brothers. They were slain 
1984. When an innocent Kanak yout 
was killed by a gendarme in Novembe 
FLNKS leaders openly urged Kanak: 
buy guns for self-defence and gavi 
warning that the territory might slic 
into an Algerian-style war of indepeti 
dence. 


next day, but the clash show 
Kanaks meant business w 1 
voted to disrupt the 24 April polls, and 
that they can be masters on their own- 
terrain. ER o: ow 

The FLNKS wants to render the re- 
sults meaningless and oblige the new 
Paris regime to negotiate with it again |- 
on the territory's future, Tjibaou told | 
the REVIEW before he left for Paris. | 
"Gendarmes are not à problem," he | 
said. “The problem is mobilising the. | 
people." 

The front faces a much heavier po- 
lice and military presence than in 1984, - 
but the army can be used only under 
martial law — a step any French Gov- 
ernment would be reluctant to take. 

However, an inevitable backlash . 
from rightwing extremist groups, and |. 
the estimated 100,000 guns in settlers’ | | 
hands, are bigger problems for the | . 
separatists. ui 














































The report's main recommendations 
include: first, the establishment of a 
guaranteed market in Japan for certain 
developing Pacific exports; second, the 
creation of a coherent long-term aid 
strategy; and third, closer co-operation 
with countries like Australia and New = 
Zealand which have a lot more experi- | 
ence in assisting the region than Japan. - 

A Japanese Government official in. . 
reply rejected the first proposal as un- |. 
realistic. "Japan is a meticulous. na- i. 
tion," he said. "If we allow certain ex- |. 
ceptions [to our global trade policy] the 
amounts involved may become unjusti- 
fiably disproportionate.” The second 
and third suggestions were more 
warmly received. Annual aid budgeting 
was unfortunately a constitutional re- 
quirement, he said, but there were | 
many ways Yo cope with this, including | 
the coordination of study missions and - 
closer ties with other aid donors. Theof- - 
ficial pointed to a seminar on develop- - 
ing Oceania held by the Asian Develop- 
ment Bank in Auckland, New Zealand, 
in August 1987 as having the potential 
to develop into a kind of consultative | 
group for countries other than PNG. H- 











TAIWAN 


By Shim Jae Hoon in Taipei 


he Chinese take their history in 

longer strides, it is said, but that 
seems hardly the case in Taiwan these 
days as major historic events and figures | 
receive new scrutiny under the impact 
. of liberalisation following the death of 
= president Chiang Ching-kuo in January. 
|. A series of exposes sensationally un- 
earthed by Taiwan's newly enlivened 
press has not only brought into the 
limelight hoary figures from the back- 
pages of history, they appear to damage 
the "benevolent" patrician image of the 
Kuomintang (KMT) Generalissimo 
Chiang Kai-shek, Ching- 
kuo’s father who died in 
1975, which official prop- 
agandists here have carefully 
cultivated. 

The pace of the “revela- 
tions” has left many people 
breathless. And breaking 
decades of silence imposed 
by security and intelligence 
networks, people who be- 
lieve that they have long suf- 
fered from injustices under 
the rule of the Chiang family 
are beginning to speak out. 
This adds to the strains al- 
ready on the ruling KMT, in- 
volved in the delicate process 
of political reform. 

In February, a campaign 
by the opposition Democratic 
Progressive Party (DPP) and 
dissidents for a new, inde- 
pendent inquiry into the 1947 
massacre of an estimated 
20,000 Taiwanese by main- 
land KMT troops received 
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a s 33, . acer falls toes ente 


and his wife: end of a 33- year ordeal. 


wan » s parliament, 3 hh on submitted 
| a the suburban Neihu residential com- w 

h pound, where many of the mainland- 

ch legislators live. The resultant clash with 

e riot police, who stopped the 














A question of history 


Plots and myths of decades past return to haunt the KMT 


wide general support (REVIEW, 10 Mar.). 
"It's our version of South Korea's 
Kwangju uprising,” a senior KMT offi- 
cial sighed, alluding to the May 1980 
crushing of a rebellion in Kwangju by 
troops of former South Korean presi- 
dent Chun Doo Hwan. But government 
| efforts to contain opposition attacks 
over this issue have been unsuccessful. 
On 21 March, the Taiwan public was 
again jolted by news that retired general 
Sun Li-jen, 88, would finally be released 
from house arrest after 33 years. Not 
only were they mostly in the dark about 
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such incidents, the resulting clamour 
from parliamentary and opposition cir- 
cles for more details have forced the 
Control Yuan — a national watchdog 
agency — to publicise its secret report 
on Sun compiled in 1955, 

A former commander-in-chief of the 
KMT army, Sun was abruptly pen- 
sioned off and placed under house ar- 
rest in Taichung city in 1955, following a 
“confession” by Maj. Kuo Ting-liang, 
an officer under his command, that he 
was a communist spy and that he and 
other officers plotted to overthrow the 
Chiang Kai-shek government. 

Kuo has told the press recently that 
he had been coerced into "falsely con- 
fessing" against Sun by "high au- 
thorities as a patriotic gesture." Indeed, 
the Control Yuan report published on 
30 March exonerates Sun of all charges 
pertaining to the coup attempt, but says 
he should nevertheless be held responsi- 
ble for an illegal petition by 
his officers which demanded 
military reforms, including 
higher pay. 

Much was deleted from 
the original version of th 
Control Yuan report, how 
ever, including names of 
people who “informed” 
against Sun. Even this re- 
port would not have been 
released had the press and 
parliament not pressured 
the government, observers 
say. 

The real circumstance 
leading to Sun’s disgrace is 
still. shrouded in mystery. 
According to one version, 
Chiang's suspicion against 
Sun was aroused when Kuo's 
troops were discovered to be 
armed with loaded weapons 
when he was reviewing 
them. 

However, there is media 
speculation that it was his 
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E  monstrators at the compound's. gate, 
- left at least 16 people injured. 


. held their seats in the Legislative Yuan, - : 
. the investigative Control Yuan and the ai 
“national assembly's presidential elec- 


~ grounds that their mainland constituen- 





The opposition movement to retire : 
the old guard — whose members have 





toral college on the controversial sugg 


















| “close. post-war association with | and È ter Yu Kuo-hwa that Chang is free to 
popularity among US generals, includ- | move in and out of his house and receive 
ing Douglas MacArthur — who in 1945 | guests, security agents have barred DPP 
reportedly asked Sun to take over | legislators and journalists from seeing 
Taiwan’s defence — which alarmed | him, saying that Chang does not wish to 
Chiang into thinking that the US might | be bothered. 
dump him in favour of Sun. But public-opinion pressure appears 
This scenario is supported by the fact | to have even ameliorated Chang's life. | 
that within the KMT power circle, the | With curious people, including a nine- 
so-called Sun Li-jen Affair isstillseenas | member DPP delegation gathering be- 
 &textbook illustration of the "US' unre- | fore his house, Chang issued an unpre- 
liability as an ally" and its propensity to | cedented statement to the press on 25 
use generals favoured by it to topple a | March his first in more than half a cen- 
leader unpopular with the Americans. tury. He said: "What happened in the 
. Meanwhile, these revelations are | past is spilt milk . . . I have been leading 
throwing new light on another case of | a simple and quiet lite. My wife and I 
longstanding house arrest — that of the | take pleasure i in gardening, fish-feeding 
"Young Marshal" Chang Hsueh-liang, | and reading." 
| who at 29 years of age took over the His life seems a tragedy, though one 
Northeast (Manchurian) army after his | that changed China's political course. 
warlord father, Chang Tso-lin, was as- | But how does he feel about his life-long 
| sassinated by the Japanese in 1928. The | tormentor Chiang Kai-shek, and his son 
| younger Chang's saga stems from his Ching-kuo, who after becoming presi- 
| 
| 
| 
| 
E 


| engineering of the 1936 Sian Incidentin | dent did nothing to restore his honour 
which Chiang Kai-shek was kidnapped 
and forced to make a pact with Mao 
Zedong’s communist forces to fight the 
_| Japanese invaders in northern China, 

. ather than pursue his communist exter- 


and freedom? 
In an oblique way, his statement re- 
sponded to that question with a quote 





from the Bible — he has become a de- 
vout Christian as well as an expert on 


'ination drives. Ming Dynasty history: “. . . for whom I 
suffered the loss of all things, and do 
N°. 89 years old and with poor 
eyesight and badly impaired hear- | verse 3:8). 


With that providing the backdrop, 
Chang and his second wife sipped tea 
with President Lee Teng-hui and his 
| wife at the presidential residence on 27 
March. Asif to proclaim that Chang was 
no longer under house arrest, the offi- 
cial Central News Agency ran a picture 
of them chatting. 

According to the Independence 
Morning Post, the two Christian 
couples exchanged pleasantries and 

talked about their Christian faith and 
Bible teaching. "Before the tea session 
company of guards, Chang has had | ended, they prayed," the dispatch 
his movements restricted for 52 | added. But it gave no hint as to whether 
years. | Chang's long odyssey in isolation had 

Despite assurances by Prime Minis- | really ended. R 


| 
ing, Chang has lived A ia. up in à 
house at Yangmingshan hills under the 
| watchful eyes of security agents since 
| 1946, when routed KMT troops on the 
| mainland brought him here. Chang then 
| had already been in custody for 10 
years, arrested after he accompanied 
Chiang back to Nanjing — done as a 
gesture of penitence and goodwill to- 
wards Chiang — after C hiang had ag- 
reed to the KMT-communist pact on 
Christmas Day 1936. Although he 
| has been let out occasionally in the 
1 
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Behind the barbed wire 


Punjab seals the Pakistan border to contain Sikhs 


By Salamat Ali in New Delhi 
"P"errorist attacks in India's north- 
western state of Punjab, bordering 
Pakistan, have escalated into a guerilla 
war with Sikh separatists ambushing 
paramilitary forces and mounting roc- 
ket attacks on selected targets. Since the 
beginning of this year, Sikh separatists 
have massacred more than 600 people, 
mostly Hindus and moderate Sikhs. 

Concerned by the rising death toll, 
Prime Minister Rajiv Gandhi cut short 
his tour of the eastern states on 2 April 
to rush back to New Delhi and preside 
over a high-level nightlong meeting on 
Punjab. The meeting decided on what is 
widely touted as a three-pronged stra- 
tegy. The first part is to cut off the ter- 
rorists' foreign links by sealing off the 
border with Pakistan. The second ele- 
ment is to devise a tighter internal intel- 
ligence system that is said to have been 
infiltrated by separatist sympathisers. 
The third is to muster political support 
to solve the problem, and if possible, 
convene an all-parties meeting to evolve 
a national consensus on Punjab. 

Despite all the security measures 
taken in recent years, Punjab's 533-km 
border with Pakistan has remained por- 
ous with separatists allegedly slip- 
ping in 
tan. Steps are to be taken to seal off 
Punjab as well as Rajasthan and 
Gujarat states from Pakistan. The bor- 
der between India's Jammu and 
Kashmir state and Pakistan, heavily 
guarded by the two armies, is also to be 
closed. 

The government has announced 
plans to erect a barbed-wire fence, 
wherever possible, along the border. 
New watch towers are to be built at 
many places. In addi- 
tion, patrolling is to be 
intensified using low- 


with search lights and 
two-way radio com- 
munication. 

The Punjab-Pakis- 
tan border is guarded 
by the paramilitary 
Border Security Force 
(BSF), parts of which 
are suspected of in- 
volvement in the cross- 
border traffic of 
smugglers, Sikh milit- 
ants, weapons, narco- 
tics and a wide range of 
other illegal activities. 
Therefore, control over 
the BSF is to be tight- 
ened. So far, there are 
no plans to induct the 


= ee. 


arms and men from Pakis- 


| 
| 
| 
| 
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army into Punjab. However, a large 
number of other paramilitary forces are 
being rushed in. The elite Indo-Tibetan 
Border Police is sending 36 companies 
to relieve the BSF of some duties — in- 
cluding the guarding of state-owned 
bank branches, which have been the 
routine robbery targets of the ter- 
rorists. 

The government also has to cope 
with the sagging morale of the police in 
Punjab, particularly in the wake of the 
surprise release of some well-known ex- 
tremists from prison last month. A large 
number of known militants had been 
detained without trial since mid-1984, 
following the Indian army's attack on 
the Golden Temple in Amritsar, the 
holiest Sikh shrine. Forty of them were 
released last month in a bid to help them 
establish contact with the terrorist 
groups and persuade the latter to start a 
dialogue with. New Delhi. The police 
viewed their release with apprehension. 
The unexpected departure on leave of 
Punjab's chief security boss, Julius 
Ribeiro, has been considered a silent 
protest by the police against New 
Delhr's move. 





ome political parties have criticised 

New Delhi's decision and argued 
that following the release of these milit- 
ants, the Golden Temple has once again 
become a haven for terrorists who have 
been accused of amassing a huge arsenal | 
in the shrine. As the terrorist attacks 
have increased in recent weeks, the pat- 
rolling by the harassed police and 
paramilitary forces has become less fre- 
quent in the worst-affected areas. 

There was yet another tell-tale sign 
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and the cautionary attitude of the au- 
thorities. Recently the government de- 
cided to stop screening the popular 
TV serial based on the Hindu epic 
Ramayana on the closed circuit network 
at the railway station in Ludhiana, a 
major city in Punjab. The serial is so 
popular all over India that routine life 
comes to halt every Sunday morning 
when it is broadcast. Significantly, ex- 
tremist Sikhs had threatened people in 
Punjab not to watch the Hindu religious 
programme. 

Equally worrying for the govern- 


ment is the gradual success of the ter- 


rorists in driving out minority Hindus 
from Punjab's villages. Also fleeing 
from the affected countryside are 
families of prosperous landowners — 
both Hindus and Sikhs —- who have 
built bungalows on the farms and drive 
their children to schools and their wives 
to shops in the nearby cities. 

The Punjab government is setting up 
relief camps for the refugee families 
from the countryside of the two worst 
affected districts: Amritsar and Gurdas- 
pur. According to Punjab's chief secret 
ary P. H. Vaishnav — the highest rank 
ing civil servant in the state — depend- 
ing upon the exodus from the rural 
areas, camps would be set up first at dis- 
trict headquarters and next at sub-divi- 
sional towns. He added that arrange- 
ments were being made to guard the 

roperty left behind by the rural re- 
ugees and also ensure cultivation of 
their land. 

Well over 2,000 people have been 
killed in terrorist attacks since the im- 
position of New Delhi's direct rule over 
Punjab after the dismissal last year of 
the elected Akali Dal government, the 
communal party of Punjab's Sikhs. The 
renewed upsurge in killings since the be- 
ginning of March has already resulted in 
the loss of more than 300 lives. The vic- 
tims are either Hindus or those Sikhs 
who are are seen by the militants as New 
Delhi's collaborators. The latest acts of 
violence are viewed as 


rorists to wreck Gan- 
dhi's moves for a politi- 
cal dialogue. But New 
Delhi seems  deter- 
mined to let the newly 
released 40 militants, 
including high priests of 
the Golden Temple, to 
persuade the terrorists 
to begin negotiations. 
Gandhi finds it im- 
possible to negotiate di- 
rectly with the ter- 
rorists because there 
are so many of them 
and most of them are 
mutually antagonistic. 
Following the latest 
spurt in terrorist mas- 
sacres in villages, at 
least four groups have 
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of he growing prowess of the terrorists | 


an attempt by the ter- 
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—dora's 
higher demands from other states in the | 


| issued separate statements alleging that 


none of the militant groups known to 
them was involved and insinuating that 


unidentified "interested quarters" had | 
engineered the killings to blame them 


for attacking innocent women and 
children. 


Political analysts visiting Punjab and | 
talking to the relatively moderate Sikhs - 


are pessimistic about the prospects of a 


political settlement. While the ex- | 


tremists want outright separation, the 


moderate Sikhs argue that New Delhi | . 
should allow Punjab a special autonom- | 


ous position much better than that en- 


joyed by Jammu and Kashmir under the © "uj 
Indian Constitution. They demand that. 


Punjab be given freedom in foreign 
trade and that Sikh political supremacy 
in the state be gauranteed. New Delhi 


cannot agree to these demands without 


altering drastically the current constitu- 
tional structure and opening a pan- 
box of identical or even 


country. 


he terrorists, for whom negotia- | 
tions are anathema, now have an | 


arsenal estimated to comprise several 


thousand Chinese AK47 rifles, US- |. | 
.made Thompson sub-machine guns, |... 
- and Soviet anti-tank missiles and rocket | Pe 
launchers. So far they have not yet used | 
land mines, but it is suspected that they |. 
are about obtain the mines. So the In- | = 


dian Government is thinking of issuing 
high-calibre automatic weapons to the 
Punjab police and paramilitary forces. 


Surjeet Singh Barnala, the former. 
Akali chief minister of Punjab, said on. 


31. March that Pakistan was the conduit 
for weapons to the terrorists and that 
weapons such as the Soviet-made roc- 
ket-propelled grenades probably came 
from anti-Kabul Afghan guerillas, also 
based in Pakistan. 

Indian newspapers quoting uniden- 
tified official sources have accused 
Pakistan of aiding and abetting Sikh ter- 
rorists. The Tribune, an English-lan- 
guage dailv published in Punjab, wrote 
on 3 April that intelligence sources do 


not rule out the possibility of Stinger 


missiles having already reached the ter- 
rorists. It also quoted senior police offi- 
cers asserting that some Sikh militant 
leaders, who had gone to Pakistan clan- 
destinely last November, were now 


| back in Punjab with lots of weapons. 


To cope with the better armed ex- 


 tremists, the Indian parliament last 


month amended the constitution, giving 
New Delhi the power to impose 


emergency rule in Punjab. But because | 


of the strong criticism from opposition 


parties, Gandhi has decided to use the | 
powers only as a last resort. But any 
further deterioration of the situation | 
Signifying failure to find a negotiated | 
settlement within the current frame- | 
work of the Indian Constitution, may 
ij. force him to impose the dreaded emer- 
-f -gency in the strife-torn state. u 
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The Darden Graduate School of Business Adminis " 
is pleased to announce the inaugural offering a 
THE PACIFIC BASIN MANAGERS' PROGRA! 
July 10-21, 1988 a 
Batam Island, Indonesia 
(30 minutes by ferry from Singapore) Ta 
An exciting two-week international general manage- ~ 
ment course designed to increase participants’ 
understanding of Marketing, Operations, Financial — 
Control, and Organizational Behavior, and the latest —— 
techniques for integrating these functions, — o >. 
Benefits of Attendance ME 
WI Provides new concepts, technique 
Knowledge, which will help participe 
more effectively. = 
WP Sharpens analytical and decision: po ET 
WP Enhances today's managers’. develop |^. 
and implement international and regional business . 
strategies for successful competition in the fast- 
changing global environment. — oe 
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For further information, please contact: 

Ms. Yen Siew Fah in the USA call: 

Pacific Basin Managers’ Program Executive Programs 

P.O. Box 0146 The Darden School (Dept. 5A) 
Tanglin Post Office University of Virginia 
singapore 1024 Telephone: (804) 924-3000 
Telephone: 235-3679 FAX. (804) 924-4858 

FAX: 732-4312 Telex: 822422 UVADARDEN 


The engines are revving up, the drinks are being served 
and youre about to fly the "Friendly Skies" of United 
Arines. Be sure to ask for your copy of the Far Eastem 


Economic Review, Available on all United flights from Asia. 


Heading the Review will make the skies seem even 


frienalier. 
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By Sophie Quinn-Judge in Moscow 
"P" here is no doubt that Moscow feels 
: M considerable unease about the con- 
tinuing tension on the Korean penin- 
sula, which Soviet leader Mikhail Gor- 
bachov singled out as a "crisis zone" in 
his Vladivostok speech in July 1986. But 
the threat the Soviets have felt from 
joint US-South Korean military exer- 
cises in previous years may be tempered 
this year by the prospects of growing 
contacts with Seoul, while the decision 
to attend the Seoul Olympics later this 
year will probably give these unofficial 
relations a boost. 
_ Amid reports of increasing indirect 
trade between the two countries, the 
head of the Soviet Foreign Ministry's di- 
rectorate for international economic re- 
lations, Ernest Obminsky, confirmed 
-|- on 25 March that “exchanges could be 
| carried out through international or- 
"| ganisations and intermediary firms in 
. | several countries." He explained: "The 
<|- flow of goods and services is much inter- 
; nationalised at present, so it would be 
impossible to exclude the South Korean 
element." 
i Gorbachov has, to all appearances, 
.| maintained relations with North Korea 
on a steady course since becoming gen- 
eral secretary of the Soviet communist 
party. As one Soviet Foreign Ministry 
Official said in an interview: "Our rela- 
.| tions are founded on the friendship 
|. treaty of 1961. We both fulfil our obliga- 
| tions under this agreement. We are 
'satisfied with these relations." 
. Butthe Soviets have stopped short of 
.endorsing the succession of North Ko- 
rean President Kim Il Sung's son and 
-annointed political heir, Kim Jong H, 
‘and have occasionally expressed reser- 
vations about the nature of North Ko- 
 rean society in the press. Party-to-party 
relations are not close; the North Ko- 
 reans do not participate in party gather- 
‘ings, such as the Congress of Workers’ 
‘Parties held in Ulan Bator in July 1987. 
^ . Some analysts believe that Kim’s un- 
Official visit to Moscow in October 1986 
:was a sign of unhappiness with Gor- 
-bachov’s Vladivostok speech, which 
acknowledged the US as a partner in the 
‘process of solving security problems in 
Asia. 
However, the Soviets maintain a 
steady flow of aid to Pyongyang and are 
discussing production-sharing agree- 
ments, under which the North Koreans 
-would provide labour to enterprises in 
the Soviet Far East. The Soviets have 
also defended the North against accusa- 
tions that they masterminded the al- 
leged sabotage of a Korean Air passen- 
ger jetin November 1987. "Many things 






























ane rer rrr ed a ay re ren Re rt a aa ar i rrr tthe Patr rar Nr DPA aer uri erem dr eA arr o Ms at 


mau sarei ere a a sake A ARA ARA Ag PA ARIA a ara T A T a a Vat rA a S A A Et a vm ma maa rr Hee HAT 


Relations between Soviets and South Korea improve 


are unclear. This accusation is based on 
the evidence of only one person — I 
have very grave doubts," an official told 
the REVIEW. 

South Korea, in the view of a Soviet 
commentator, is a "military iceberg" 
left over from the Cold War. The joint 
US-South Korean Team Spirit '88 mili- 
tary exercises, now under way, are part 
of a US plan to preserve this iceberg, the 
Defence Ministry newspaper Red Star 
said in February. US troops, military 
bases and nuclear weapons stationed in 
the South are "intended for a wider 
theatre of operations than the Korean 


US-South Korean military exercise: preserving 


peninsula can provide," suggested two 


Soviet scholars, writing in the January 


issue of the Soviet journal Far Eastern 
Affairs. 

Moscow is giving strong backing to 
North Korean proposals for reducing 
armed forces in the peninsula and, of 
course, making it nuclear-free. Soviet 
policymakers are still hoping that a Ko- 
rean settlement could be discussed in 
the format of multilateral talks on confi- 
dence-building measures in Asia. "Re- 
member what happened after the US re- 
duced its forces by one-third in the early 
1970s," a Foreign Ministry official told 
the REVIEW. "Negotiations followed, 
nothing terrible happened. We should 
learn from history." 


» John McBeth writes from Seoul: The 
head of the South Korean Foreign 
Ministry's Soviet desk has taken a two- 
year Russian-language course in Lon- 
don and now carries a calling-card with 
his name and position in Cyrillic on the 
reverse side. It is a graphic illustration 
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International portfolios are now in. 
Everybody’s talking about sophisticated 
new techniques, new markets, new 
challenges. But when you've been in the 
business as long as we have, that's 
actually nothing new. 

A really meaningful innovation might be 

to draw up your own list of what you're 
looking for in the institutions that handle 
your accounts. 

Define your objectives and your questions. 
Then, let's talk it over. 

That's how the new ideas start to take 
shape. We know from experience. 
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h a major force in communications systems. Every year, we invest one billion US Dollars in the research 
Iching systems to transmission systems, cables and business systems. 


Alcatel NV, Avenue Louise 480, B-1050 Brussels, Belgium. 


Now Ramada 

is the key choice 
in Asia Pacific. 
There's a new hotel group in the region 


that believes in creating hotels to suit your 
needs as well as your pocket 


Ramada 


That's why vou ll find the luxury and 
opulence of a Ramada Renaissance. The 
convenience and attention to detail of a 
Ramada Hotel. As well as the superb and 
comprehensive business services of a 
Ramada Inn 


But all our hotels have one thing in 
common. They all provide a standard 
of service that is attentive and efficient, 
gracious and informed. Service that 
comforts guests in over 800 hotels in 
40 countries. Service that has helped us 
to be the fastest growing hotel group in 
Asia Pacific 

So open up to a Ramada hotel. You ll 
find that we have unlocked the secret of 
true hospitality 
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Central reservations number (Hong Kong) 5-215215 


Ramada Renaissance 
Tokyo, Okinawa, Melaka. Colombo, 
Guilin, Hong Kong, Seoul, Sydney 


Ramada Hotels 
yrisbane, Cairns, Surfers Paradise. 
Sydney, Singapore, Beijing, Shanghai, 
Xian, Guangzhou, Kuantan, Bangkok 


Ramada Inns 


Seoul, Hong Kong, Kowloon 
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€ SUMMARISING last week the 
speech delivered by Singapore Trade 
and Industry minister Brig-Gen. Lee 
Hsien Loong in which he told an assem- 
bled audience of journalists how to be 
good journalists Singapore-style, I tried 
to report his speech fairly while point- 
ing out certain anomalies and mistakes 
in the spirit of an objective regard for 
the truth. I must confess, however, that 
a feeling of acute discomfort and anxi- 


| ety always affects me when political 


| leaders start lecturing others on how to 
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" Dear Comrade Kim Jong Il giving personal guid- 





do their jobs. I dare say the symptoms 
go back to those dreadful days of the 
1960s when this Traveller made a 
number of trips to China. 

There, miracles in every sphere of 


human activity, in particular in agricul- 


ture and industry, were ascribed to the 
Thoughts of Chairman Mao Zedong. 
Before the "responsible person" of a 
commune recited the meaningless 
statistics of new land brought under cul- 
tivation and of harvests increased by 
38%, and before the factory manager 
pid his visitors of huge leaps in produc- 
ion which meant that the plant was 
working at something like 16395 of 
capacity, they always prefaced the 
claams with the gabbled phrase, 
"Thanks to the Thoughts of Chairman 
Mao, and the leadership of the Chinese 
Communist Party...” 

Of course, today it is even worse in 
North Korea where the Great Leader 
Kim Il Sung is regularly credited with 
miraculous doings, from personally 
reorganising a steel mill to designing a 
hydroelectric dam. His son, Dear Com- 
rade Kim Jong Il, runs dear daddy very 
close, and North Korean publications 
are full of little items like this: 
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formation. Again desirous of serving all 
its readers, the REVIEW has twice applied 
to do the same. So far, we have had one 
refusal, while a complete silence has 
greeted the second application. 

I thus read with some amusement an 
article by William McGurn in a recent 
edition of The Asian Wall Street Journal 
on shopping for fakes in Singapore. 
McGurn wrote: “Today shoppers also can 
get a fake of what has become another 
luxury item in Lee Kuan Yew’s Singa- 
pore: the REVIEW. Printed from real is- 
sues of the weekly news magazine 
brought in from neighbouring Malaysia, 
the fake REVIEWSs are pretty close to the 
real McCoy, complete with full colour 
cover but with large white gaps where 
the advertising ought to be. Unlike the 
copy Rolexes, however, 
REVIEWs are found not in Singapore’s 
back alleys but on the shelves of the 
smart Times Bookstores scattered 
throughout the city state, mixed in with 
bona-fide issues of magazines like Time, 
Newsweek and The Economist. So 
doing, Singapore has gone a step 
beyond those Asian countries who turn 
a blind eye towards piracy: here they've 
legalised it.” 

€ ONE item I read recently in the Sin- 


gapore press with mounting disbelief - 


was a report that Mark White, director 
of Jardine Fleming, had opined that Sin- 
gapore's banning of various publica- 
tions would be unlikely to influence in- 
vestors in any way. "I don't think the 
really take any account of that. I think it 
is a marginal thing from an investment 
point," he was reported as saying. 

Well, every man and woman has the 
right to his or her opinions and I 
dare say, if pressed, even Chase Man- 
hattan, who were given such a going- 
over for daring to invest in the Herald 
back in the 1970s would not actually be 


rude about the way Singapore treated | 
their officers (Rockefeller himself in- 


cluded). But memories of the way Sin- 


E | gapore treated Jardine Fleming I would 


c a essing room of the miich cow 
odia rd Sonhora County Integrated Farm 

€ SINCE the REVIEW was gazetted in 
Singapore, it has refused to accept the 
vicious reduction of its circulation from 
10,000 plus to 500 and has decided to 
sell none. After all, we wish to serve all 
our readers equally and not place the 
distribution of the magazine invidiously 
into the hands of the Singapore authori- 
ties. Since then, the Singapore Govern- 
ment has rushed through an amend- 
ment to its own copyright act, allowing 


an assortment of Singapore organisa- 


tions, including a trade union, to reprint 
the REVIEW without advertisements for 
distribution at cost. This seemed a 
somewhat frantic effort to maintain Sin- 

apore's already badly battered claim to 
Be a centre for communications and in- 
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have thought were greener. 

It was hardly a major interview for a 
major publication (White’s original re- 
marks were made to the Offshore Ad- 
viser, whatever that may be), and 
perhaps The Straits Times (for it was 
they) wanted to underline aught for Sin- 
gapore’s comfort and bumped up an off- 
hand remark into out-of-context, head- 
line stuff, even, for heaven’s sake, a 
quote from a director of a bank treated 
with such contumely by Singapore it- 
self. Certainly the rest of what White 
had to say was more sensible. For exam- 

le: “I think you have to view Hong- 

ong as the centre of Chinese 
capitalism, in the same way as New 
York is the centre of American 
capitalism. If Hongkong ceases to pro- 
vide a convenient marketplace for pre- 
dominantly Chinese to operate, then 
they will go somewhere else.” 





the copy 





being outnumbered by the rep 
“minorities.” Lee Kuan Yew'st 


peared in the local media recently 
featuring an only, spoilt (Chinese) 
child surrounded by toys: 
€ A MEMBER of the 


tana, with half his cabinet and other dis- 
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British royal- 
family visited Singapore a few years - 
ago, on her way to Indonesia. Prime - 
Minister Lee gave her dinner at the Is- 













tinguished guests. Lee was in a some- - 


what Hitlerian mood, and went on at 
some length to his guest of honour 


about the stupidity of the Singaporean 


men who married women less intelli- 
gent than themselves, about graduate 
women who, for various reasons, did 


not get married and have children, and | 


how this trend was worrying because it 
was diluting (or adulterating?) Singa- 


pore's gene bank. Reportedly he went ; 


on for about 20 minutes in this manner., 


At the end of his diatribe, Princess | 


Anne (for it was she) said to him care- - 
fully: "Well, I don’t know what I can say - 
to you, Mr Prime Minister. AllIcantell — 


you is, that it doesn’t work with horses!” 
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Ich District, Gujarat 
in Ravjibhai's tea 
ahatma Gandhi, the 
"s of India’s non-violent 
struggle, stooping to 
Andful of sea salt on the beach 
m. about 100 miles from here. 
is gesture 58 years ago, Gandhi 
ched a nationwide defiance of the 
Dlonial government's monopoly on salt 
and sparked the protracted civil dis- 
obedience campaign that eventually 
ushered out the Raj. The Mahatma 
reached Dandi at the end of a 25-day pil- 
grimage, covering 241 miles on foot. 

An officially sponsored re-enact- 
ment of the Dandi march is currently 
wending its way through this district — 
hence the poster at Ravjibhai's. It is 
crudely printed, evidently a rush job by 
the Gujarat government press. The 
spindly, ascetic figure of Gandhi seems 
incongruous among the lurid movie 
billboards and multi-coloured posters of 
gods that take up most of Ravjibhai's 
wallspace. Yet the new poster gets pride 
of place, since it came from the council 
chief of Vadu village, a young stalwart 
of the ruling Congress party. 

Such functionaries can make a world 
of difference to a roadside entre- 
preneur, as Ravjibhai learned to his sor- 
row when his Rs 40,000 (US$3,076) 
pukka (brick-built) tea stall was de- 
molished by police on some zoning pre- 
text five years ago. Now he pays due 
homage to all officialdom as a way to 
protect the tin-roofed shack he operates 
from these days. But, for all his lip ser- 
vice to the Dandi commemoration, 
Ravjibhai remains privately unimpres- 


adom march 
al roadshow 





sed. At the age of 70, he is old enough 
to remember the original march. 

"We bunked school and followed 
him all day — eh, Mathurbhai?," he re- 
minds an equally grizzled lounger at the 
tea stall. "We thought the world was 
going to change. But all we got since in- 
dependence was corruption, which we 
never had under the British. 

"We flocked to Gandhiji because we 
loved him. Nowadays they spend seven 
crore [Rs 70 million] and still can't draw 
a decent crowd," he says. 

Eight-digit estimates have abounded 
in the press for the cost of the com- 
memorative march. That includes ban- 
ners and bunting, leaflets, advance 
teams, police escorts, telecasts on state- | 
run TV and bus-loads of Congress 
| cadres to swell the ranks of marchers. | 























| Mahatma Gandhi on his epic march. | 


TV drama revisits 


trauma of Partition 


By Jagdish Bhatia in New Delhi 


orty years after the event, the violent 
drama of Partition is being replayed 
in India. But as the grim tale unfolds, 
what is being riven apart is not a subcon- 


tinent but the middle-class intelligentsia | 
which has divided itself into two camps 


— those who are for and those who are 
against Tamas (Darkness), Govind 
Nilhani's five-part TV serial based on 
Bhism Sahani's award-winning novel 
of the same name. 

The novel, published in 1974 and 
winner of the Sahitya Akademi award in 


46 


| 
| 


the following year, is set in 1947 in the 
fictional town of Jalalabad which be- 
comes a microcosm of the communal 
violence that augured the birth of inde- 
pendent India and Pakistan, taking à 
toll of half a million lives and leaving 
scars that have yet to heal. 

An unwitting chamar (untouchable), 
Nathu, is hired by an agent provocateur 
to kill a pig. To Nathu’s horror, the car- 
cass of a pig is found outside a mosque, 
sparking a chain reaction of communal 
frenzy to which the hapless chamar, 


INDIA 


Costliest of all has been VIP sec- 
urity. Prime Minister Rajiv Gandhi (no 


| relation to the Mahatma) flagged off the 


march in Ahmedabad and accompanied 
it for its first 90 minutes on the road. 
Since then a steady stream of Congress 
dignitaries has flown in from the state 
and national capitals to "felicitate" the 


| marchers at obscure way-stations. 


Roads were cleared and tea-stall 
business dwindled the day Vice-Presi- 


| dent S. D. Sharma passed through Vadu 


en route to meet the marchers at Jam- 
busar. Schools were closed and pupils 
were brought in from all the neighbour- 
ing villages to wave at him. In the event, 
his motorcade flashed by in a matter of 


| seconds — not exactly the stuff of life- 


long memories for the kids, Ravjibhai 


suspects. 
N or did the dignitaries seem to make 
much of an impression on the mar- 
chers themselves. “They come in, speak 
for 15 minutes, and go their way," says 
Dhruva Kumar Pandya, a professione 
mountaineer who stands in for Gandhi, 
at the head of the Dandi re-enactment. 
The politicians miss the point, he feels, 
since “this is a religious, not a political 
walk.” Even the route of the march fol- 
lows Gandhi's original track through 
timeless, dusty, out-of-the-way villages 
far from the relatively recent black-top 
highway that carries the motorcades. 
On 24 March, the marchers paused 
for a rest-halt at Samani village. No big 


| shots turn up. Even the Gujarat govern- 
| ment's blaring sound trucks turned off 


their loudspeakers. Another govern- 
ment truck was selling khadi, the home- 
spun cloth that Gandhi promoted as a 
touchstone of rural economic indepen- 
dence. 

The marchers' stop in Samani mir- 
rors the schedule of the 1930 march, 
when Gandhi observed every Monday 
as a day of silence. But the re-enactment 





like so many others, falls victim 

Sahani, who grew up in pre-Partition 
Punjab, has said: "My aim in writing the 
novel was to underline two things: one, 
that simple, innocent people are at 
times made to undergo much suffering 
through no fault of theirs . . . Secondly, 
| wanted to emphasise that ordinary 
people can be RT human and are 
sympathetic to each other irrespective 
of whichever community they belong 
to." 

Considering the sensitive nature of 
the theme and its explicit treatment, it 
was a bold move for the state TV net- 
work, Doordarshan, to televise it in- 
stead of the usual commercially spon- 
sored soap operas. The message of the 
serial, in which Sahani has acted as 
well as collaborating on the script, 
is that "Those who forget their his- 
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Gandhi’s Dandi March 


marchers are anything but silent. They 
air their grievances as they nurse their 
corns. 

Retired editor and lity Kanth- 
ibhai Uppadhyaya (at 70 years, the old- 
est marcher), is tired of media coverage 
dismissing the commemorative as a 
Congress party roadshow. “We are not 
boobies,” he protests. “We know what 
we are doing. ut how can the reporters 
understand? Where are they at 6 a.m. 
when we set out on our day’s trek, with 
the whole village there to send us off? 
That's when this all makes sense: when 
you feel like dust, the dus: of India, at 
one with the land." 

Pandya takes up the refrain: "So 
what if [Congress strategists] are using 


(y are condemned to repeat it." 
However, in a peculiar twist, Tamas 
has also shown that those too painfully 
conscious of the past may use reminders 
of the past as prods for reprisal. The first 
tremor of the upheaval caused by 
Tamas took place in January when à 
Bombay businessman, Javed Siddiqui, 
submitted to the Bombay High Court a 
public-interest writ petition against the 
continuation of the serial, of which two 
episodes already had been shown. Sid- 
diqui claimed that the serial would in- 
cite communal passions and that it por- 
trayed Muslims as the instigators of the 
bloodshed that preceded Partition. 

In a suspenseful off-screen drama, a 
division bench of the court vacated the 
interim stay order, literally at almost 
the lith hour, and Tamas went on 
the air as scheduled. Describing it as “an 
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REVIEWMAP by Andy Tang 


us for their political gain? Does that 
make the march any the less worthwhile 
for its own sake?” 


E esides, adds Uppadhyaya, "the rul- 
ing party unleashes Gandhian ideas 
at its peril." If India's masses were to 
truly grasp the Mahatma's message — 
rural self-reliance, communal harmonv, 
full equality for women and Harijans 
(untouchables) — many modern politi- 
cians would be sent packing, he says. 
According to Pandya, there is more 
awareness of these tenets in the villages 
than urbanites imagine. That realisation 
alone has redeemed the march for him 
(despite his having been dragooned into 
the whole affair, he claims, through no 


anatomy of that tragic period," Justice 
B. Lentin and Justice Sujata Manohar 
ruled that “Tamas . . . is history. And 
you cannot wish away history wr by 
brushing it under the carpet." Sub- 
sequently, the Supreme Court upheld 
the verdict. 

Meanwhile, the pendulum had 
swung and rightwing Hindu militancy in 
the form of the Bharatiya Janata Party 
(BJP), the Rashtriya Swayamsevak 
Sangh (RSS) and other socio-religious 
organisations, took to the streets in a di- 
rect-action campaign against Tamas. 

“What they are showing is total dis- 
tortion and not history.” said a BJP 
spokesman, explaining his party's oppo- 
sition. “I was in Lahore during the Parti- 
tion and I know it for a fact that the 
Muslim League started the riots . . . In 
the book there is no reference to the 


choice of his own when he happened by 
the state capital in February to renew 
funding for his mountaineering insti- 
tute). 

Some of the villagers, too, feel 
coerced into participation. A few days 
before the march was to pass through 
Kareli village, Congress workers called 
on some of the better-off farmers in the 


, area to arrange provisions. Just like the 


original Satyagrahis (a term coined by 
Gandhi, translated as meaning an insis- 
tent pursuer of truth), the re-enactment 
marchers were to live on whatever the 
locals offered. 

“We told them we were having a 
tough year,” says Fakhirbhai Patel. 
whose 20-acre land holding counts as 
big in Kareli. Gujarat, like much of 
India, is suffering its worst drought in 
nearly a century. “The Congress wal- 
lahs assured us that they would make up 
our outlay later. But it’s not our way to 
ask repayment for hospitality.” So 
Kareli is out of pocket by about Rs 6,000 
— asizeable sum, by village standards. 

"All we could give them to drink, 
though, was water from our wells, 
which are running brackish this year,” 
he adds. The farmers explain that the 
only way to get sweet water over to 
Kareli would be for the government to 
plug it into the irrigation network of 
nearby Vadu. The marchers promised 
to pass word back to the state capital. 

The marchers’ next stop is the Derol 
subdivision where they will be greeted 
by Iqbal Patel, the subdivisions presi- 
dent. He did not inherit any Gandhi- 
lore from his father or grandfather, but 
Patel can imagine the dilemmas that 
Raj-era officials faced. He is relieved to 
have entered government in a simpler 
age. For instance, he is unperturbed by 
the question of whether the Dandi com- 
memoration is a national or a Congress 
party affair. “It amounts to the same 
thing,” he says. “After all, who but the 
Congress can bring about national 
unity? And that’s what this celebration 
is all about.” 


RSS or the Arya Samaj, but Nilhani has 
added these things and given it a delib- 
erate twist. He wants to show that Hin- 
dus were guilty of starting the riots . . . It 
[Tamas] runs down the RSS . . . and 
gives a clean chit to communists.” 

Although the last episode of the se- 
rial has been shown, the curtain has yet 
to come down on the drama. Tamas has 
become a buzz word, meaning all things 
to all people. To fundamentalists, tele- 
vising the serial on the national network 
was an act of provocation, a distortion 
of history that was liable to incite com- 
munal violence. 

In retaliation, the Shiv Sena has 
threatened to besiege the Information 
and Broadcasting Minister Ajit Panja 
when he next visits Bombay, for having 
allowed Tamas to be televised. On the 
other side of the ideological fence, In- 
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skills that have made us 
lucts. From digital public 


dian communists and self-styled liberals 
of varying political hues championed 
the cause of the serial. In Bombay, 
New Delhi and other cities, “sup- 
port Tamas” committees were formed 
comprising students, actors, academi- 
cians, social workers and scientists. 
Tamas has become a symbolic hair- 
shirt of contemporary Indian history, 
stained with communal bloodshed. 
Many thousands who had experienced 
the trauma of those days watched mes- 
merised as the tragedy was replayed on 
TV screens across the Subcontinent, in- 


PAKISTAN 


Life among the ruins 
of a Karachi slum 


By Ahmed Rashid in Karachi 


he Orangi slum in north Karachi is a 
dust bowl surrounded by low hills 


where children play cricket in a smelly 


garbage dump. In the belly of the bowl 
live hundreds of thousands of Urdu- 
: oeaking Biharis from Bangladesh. On 

e slopes of the hills live Pathan tribes- 
en who have used the heights to shoot 
down on Biharis during three bouts of 
ethnic violence in the past 12 months 
that have claimed 400 lives. Now the 
army has built concrete bun- 
kers with machine-gun em- 
placements on key heights. 
Orangi, is under siege. 

For many, the only hope ap- 
pears in the form of 84-year- 
old Akhtar Hameed Khan, the 
director of a self-help group 
called the Orangi Pilot Project 
(OPP). "This is a city at war 
with itself where the govern- 
ment machinery is totally cor- 
rupt and broken down and the 
mafias control everything," 
said Khan. Funded by grants 
from the Bank of Credit and 
Commerce International and 
the British Overseas Develop- 
ment Agency, Khan and his 
young band of dedicated engineers and 
architects are persuading people to re- 
build their lives from the bottom up. 

It is Khan who has inspired genera- 
tions of Pakistan's social scientists, town 
planners and architects. A winner of 
numerous international degrees and 
awards, he now claims that, "Old men 
are boring because they pose as 
preachers and utter virtuous platitudes. 
They speak of a glorious ancient past 
and a glorious remote future as if both 
belonged to them." 

Most of the Biharis in the Orangi 
slum support the Mohajir Quami Mahaz 
(MOM), a militant youth organisation 
which is fighting for the rights of the 
Urdu speakers of Karachi. Ín January, 
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Bihari and Pathan schoolgirls: rare alliance. 
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which could catch it. Ironically enough, | that- 
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guns, drugs and the transport business. 


han, who was born in Agra, India, | sc 

joined the Indian Civil Service and | tiot 
eventually went to Cambridge Univer- | nov 
sity. He resigned from the civil service | 
in 1945 after a spiritual crisis and be- 
came a labourer and locksmith. 

After migrating to Pakistan in 1950, 
he became the headmaster of a college 
and then the director of a rural develop- 
ment project in Comilla in East Pakis- 
tan, and in 21 years there built up an in- 
ternational reputation for honesty and | 
brilliance in his field. His experiences in | 
East Pakistan are strangely resonant of | 
today's Karachi. "In East Pakistan I | 
sadly and helplessly watched three t 
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Authoritarian tradition 


The State in Burma by Robert H. Taylor. C. Hurst & Co., London. £27.50 (US$50.75). 


obert H. Taylors The State in 

Burma is the first attempt by a 
Western scholar to examine the growth 
of statehood and to place its present re- 
gime in a historical perspective. The 
study is a well-researched and scholarly 
contribution to this debate and it will 
undoubtedly become one of the most 
important standard reference works on 
Burmese history. 

Using Marxist methodology, Taylor 
analyses Burma's class structure and 
economic and political development 
from the pre-colonial times to the 


British era, the Japanese occupation 


during World War H, the brief period of 

| parliamentary democracy (1948-62), 

B and the present military-dominated 
ernment. 

The main theme of the book appears 
to be that Taylor wants to prove a thesis 
which he and some other Western 
Burma scholars long have fostered: 
traditionally, Burma has been an au- 
thoritarian state with a strong centre, 
gradually extending its authority over 
the peripheral areas in an inevitable 
process of integration and assimilation 
of the non-Burman nationalities. 

Therefore, the colonial era with its 
19th-century liberalism, and its exten- 
sion during the democratic period im- 
mediately after Burma's independence 
from Britain, were little more than a 
brief, alien interlude in the country's 
history. Following the military takeover 


Burma's Golden Triangle: The Opium Warlords by Andre 
Louis Boucaud. Asía 2000, Hongkong. No price 


nicam. 


The Burmese Communist Party in the 1980s by Charles 
B. Smith Jr. institute of Southeast Asian Studies, Singapore. 


No price given. 


D almost 40 years of civil war 
in Burma, and the countless news 
reports of the conflict, there are surpris- 
ingly few books which describe the per- 
sonal experiences of the journalists who 
-have covered it. 

^ Before the Boucaud brothers recent- 
ly published their account, first in 
‘French and now translated into English, 
‘this reviewer is aware of only one such 
book: Fritz Sitte's 1979 book (Rebel- 


denstadt im Burma-Dschungel) which 


describes a trip into Karen rebel terri- 
ry. While Sitte's book is sloppily writ- 


n and based on skimpy research, 
ndre and Louis Boucaud's book 
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in 1962, Burma “reasserted” the con- 
tinuity which the colonialists and the 
liberals had upset. 

To this reviewer, that theory seems 
overly pessimistic since it fails to take 
into account that a number of countries 
with an authoritarian past have indeed 
broken with that tradition and become 
functioning democracies: West Ger- 
many, Italy, Japan and, to a certain ex- 
tent, even Burma’s close neighbour 
Thailand, to mention just a few. 

Seen in that light, Taylor's descrip- 
tion of the development after the 1962 
coup d’etat seems more ofa justification 
of totalitarianism than a thorough 
analysis of today’s Burma. Hence, in his 
last chapter, Taylor seems to forswear 
the scholarly approach he employed 
when dealing with earlier phases of the 
country’s history. 

That chapter, “Reasserting the 
State, 1962-1987," includes some ques- 
tionable statements: 

» The thousands of students who in 
July 1962 demonstrated against the mili- 
tary takeover would certainly object to 
Taylors assertion that the coup 
“evoked no outward manifestations of 
public opposition either in Rangoon or 
in the peripheral regions of the state.” 
As a direct result 
of the military 
takeover, ethnic 
insurgencies also 
flared anew 


stands out as an 
entertaining read 
which combines 
personal impres- 
sions with quite 
accurate historical and political back- 
ground material. 

The Boucaud brothers have visited 
the rebel minority areas along the Thai- 
Burmese border on numerous occasions 
and interviewed several insurgent lead- 
ers and cadres. In Asia, some of their ar- 
ticles have appeared in the REVIEW, 
and in France in Le Monde Dip- 
lomatique and various weekly 
magazines. 
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traband smuggling by Karen rebels. 
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primarily in the Shan and Kachin 
states. 
» Few analysts who have observed 
Rangoon's military approach to its in- 
ternal insurgency would agree with 
Taylor when he claims that "political 
means were used to persuade the popu- 
lation of the bord 48” to accept the 
new order. | x 
> Tourists who - 

San Market in Ri 

ket in Mandalay, 
of contraband, - 
read that “the st; 
ers of arrests ant 
crimes such as. si 
marketeering tha 
economic policies.” - 
» Any social dem 
politician in. Europe 
brows at Taylor's desc 
political system as 
ism." ree 

Despite such descript 
final paragraph takes the form of some- 
thing that resembles a hidden reserva- 
tion rather than a conclusion: “People 
seem also to have developed the capa- 
city . . . to recognise and accept with res- 
ignation the gap that exists between the 
ideals and goals of the state and the ac- 
tual behaviour of its institutions and 
personnel." 

This raises the question of whether 
Taylor believes his theory or is trying to 
keep his options open. That might not 
be a bad idea considering recent events 
in Burma. — Bertil Lintner 
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The book, which is the Boucauds’ 
first, consists of six chapters, each deal- 
ing with different aspects of Burma's 
civil war. The first concentrates on in- 
surgency and drug trafficking in the 
Golden Triangle, while others deal with 
the Karen insurrection, the Karennis, 
the Pa-Os and the Kachins. 

Chapter four is a vivid account of a 
trip the two writers undertook from the 
Thai border up to the Salween River 
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Army (SSA) - combined with a rather 
comprehensive background of the 
twists and turns of the complex Shan re- 
bellion. 


. in the book are found in the chapters 
which deal with groups the Boucauds’ 
appear to have studied mainly from 
second-hand sources: the Communist 
Party of Burma (CPB), the Kachin 
rebel movement and, to a certain ex- 
tent, also the SSA. 

For instance, the Boucauds refer to à 
O which is reproduced in the 
book, saying that it shows (former) SSA 
leaders Sao Hso Lane and Khun Ong 
Paung attending a 1978 meeting at 
the CPB’s Panghsang headquarters 
near the Chinese border, presid- 
ed over by communist cadres. This 
was at a time the SSA had official- 
ly broken off relations with the 
CPB. 


Ts photograph was taken in the 
SSA stronghold of Loi Hko in north- 
western Shan State. The year 1978 is 
correct, but the meeting was held to dis- 
cuss the then recent break with the 
CPB. The man in the photo wearing a 
communist-style cap is not a CPB offi- 
cer, but Khun Ong Paung himself. He 
was killed in action shortly afterwards, 
in December 1978, so it is not possible 
that he was in Panghsang in 1981, or that 
he was expelled from the SSA leader- 
ship later in the same year, as the writers 
claim. 

Charles B. Smith's study of the pre- 
sent state of the communist movement 
in Burma, however, is in many ways the 





"ire on the opposite shore (taigan no 
kasai) is how Japanese describe a 


rectly. Watching a blaze from a dis- 
tance, says Havens, may imply indiffer- 

| ence to the suffering of the victims or, at 

| the very least, a non-intervention in 
other people's problems. 

Throughout the Vietnam War, Japan- 
ese businessmen earned at least US$1 
billion a year from direct and indirect 
procurement. It was easy for Japan to 
satisfy both its conscience and its purse 
because this was a fire on the other side 
of the river, wrote political scientist 
Royama Michio in Mainichi. 

In 1962, the novelist and former Viet- 
nam correspondent Kaiko Takeshi 
lamented: “Forget about a war in 
another country. No one really takes it as 
seriously as they say they do. If they did 
they wouldn’t be able to sleep. The 








along with troops from the Shan State 


The comparatively few inaccuracies 


| 


major event that does not affect them di- 





gence reports — not on personal inter- 
views and experiences. 

The study, therefore, suffers from 
many shortcomings; it is riddled with in- 
accuracies and factual errors, resulting 
in dubious conclusions. Most of the 
book, 94 of its 126 pages, consists of 
translations of some communist docu- 
ments, including the November 1978 
political report of party 
chairman Thakin Ba 
Thein Tin’s to the central 
committee. 

These translations 
were compiled from the | 
Foreign Broadcasts Infor- E 
mation Service, and while | 
interesting — and there is 
nothing wrong with the 
actual translation from 
the Burmese original — 
Smith's own commentary 
is a confusing blend of | 
places, events and per- 
sonalities. 

Smiths conclusion, 
after a flawed analysis of 
the CPB, is that ^the prospects of Ran- 
goon's final victory appear good," pre- 
sumably referring to a military solution 
to Burma's civil war. 

Most astute observers would argue 
that 40 years of armed conflict in Burma 
has proven that neither side can win a 
military victory, and that only a political 
settlement — involving the present Bur- 
mese Government, all the insurgents 
and various neutral, religious and com- 


Watching from a distance 


Fire Across the Sea: the Vietnam War and Japan 1965-75 by Thomas R. H. Ha- 
vens. Princeton University Press. US$43.50. 


reason that everyone talks about it so 
loudly is because it's so far away . . . they 
can suffer without dirtying their hands 
. . . speak eloquently without being held 
responsible and they won't be killed by 
either side." 

But the fighting in Southeast Asia 
gave birth to the largest anti-war move- 
ment in Japanese history and helped 
clear the path for a new form of citizen 
involvement in public issues in a country 
where individuals have traditionally 
preferred to leave everything to the au- 
thorities. Japan traded its non-military 
support of the war for the reversion of 
Okinawa to Japanese control in 1972, 
rose to become the leading economic 
power of Southeast Asia and eventually 
to make inroads into US markets. 

Ordinary people felt free to criticise 
the US once again, after 20 years of un- 
realistic admiration, says the author, 


exact opposite of the Boucauds' book; it = 
is based on armchair speculations — not 
field research. It relies on press clip- 
pings and seemingly erratic US intelli- | 


| 
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munity leaders from t 
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ethnic minorities — co he 
longest armed conflict in Asia, to an 
end. 

Such a solution is not unrealistic, 
especially when the CPB's own ethnic 
composition is taken into account. It is 
not a “new” CPB in the sense that 
minority cadres have taken over the 

arty at the expense of old members. 
But it is a new party in another respect: 
the old leaders are soon going to pass 
into history, leaving behind ordinary 
soldiers and low-ranking 
cadres with little or no 
concept of communist 
ideology but who are 
basically nationalists. 

The shortcomings in 
Smith's study would have 
been understandable, 
though not acceptable, if 
the author had been an in- 
experienced student of 
Burmese affairs. Smith is 
| a high-ranking official 
in the US State Depart- 
ment, and his manuscript 
apparently has b 
checked before its pu 
cation by Robert Taylor, 
a London-based Burma scholar, and 
Jon Wiant, an officer in the State 
Department’s Bureau of Intelligence 
and Research, specialising in Bur- 
ma. 
Rather than being a useful contribu- 
tion to the understanding of Burma’s 
civil war — and how to solve the conflict 
— Smith's study reflects the poor quali- 
ty of US intelligence in the area. 
| — Bertil Lintner 


who is professor of history at Connec- 
ticut College in New London. Predicta- 
bly, the euphoric view of the US shared 
by most Japanese in early 1965 would 
gradually be replaced by a more hard- 
headed attitude as citizens became more 
knowledgeable about international af- 
fairs. Their regard for the US plunged 
from a peak at the beginning of 1965 t 
post-war low in 1973 in direct respo 

to the Indochina conflict. 

A poll in August 1985 revealed that 
the Japanese regarded their own in- 
dustries and products as more 
technologically advanced, their busi- 
ness and industrial managers more 
capable and their blue-collar employ- 
ees much harder working than those in 
the US. 

The war in Indochina set in motion a 
process that gradually diminished the 
US as a model for national emulation in 
Japan but, as of the mid- 1980s, Japanese 
seemed uncertain about where their vast 
prosperity and international respect 
would lead them, now that they de- 


pended less on foreign examples to set 


their agenda for the future. The book isa 
scholarly study of a nation in change. —— 
— Donald Wise 
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business in or with the country. 
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offers an accurate view of China's 
| economy but it is also the most. ~. 
up-to-date documentation of this data. 
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By Louise do Rosario 

Co newly elected seventh Na- 
WM tional People's Congress (NPC) is 
introducing new faces, new ministries, 


| 
i 
new laws and, hopefully, the fresh en- : 
thusiasm needed to push through a new 
- round of reforms in the country's econ- | 
. omy. But significantly missing are any | 
major new directions. | 
| The NPC, now under way in Peking, | 
is an annual event where representa- | 
tives from all over China meet and 
applaud government poli- 
cies. This year it is also a 
timely vehicle to clear a few | 
roadblocks and generate | 
support for reforms in- 
itiated with limited public 
interest since late 1987 in 
the face of public concern 
over price rises set off by 
earlier economic changes. 
As the reform program- | 
me develops, the leadership | 
finds itself facing a new set- 
of problems. A year ago, re- 
formists were fighting a con- 
servative ideological back- 
lash, excessive demand and a sharp de- 
terioration in the state industrial sector. 
This year, those problems still exist but 
are less serious. The bigger challenge is 
to continue with reform in an inflation- 
ary environment while minimising re- 
sistance from a populace which is in- 
creasingly equating reform with un- 
popular price rises. 
In attempting to walk this tightrope, 
China's leaders provided little new 
about specific reforms in reports they 








ing to new offices and given new titles." 


and re-expansion." 





Li: admission. 


A matter of form 


he State Council is to undergo a major re-structuring 
aimed at making it more streamlined and efficient to 
meet the needs of China's new, mixed economy. However, 
critics doubt how much difference the change will produce. 
One Chinese source pointed out that “the people who run 
the State Council will be the same, though they may be mov- 


Similar re-organisations in the past failed because central 
institutions were unwilling to surrender power. Bodies that 
were supposedly abolished often re-emerged as bureaus or 
agencies, leading to what the domestic media describes as an 
endless cycle of simplification, expansion, re-simplification 


In a detailed report submitted for approval by 
state councillor Song Ping said 14 ministries and commissions 
are to be abolished and 10 new ones established. Overlap- 
ping bureaus and other organs directly under the State Coun- 


delivered at the congress. They recon- 
firmed scheduled liberalisation in in- 
vestment, material allocation, foreign 
trade and housing, but did not go 
beyond what has been said in public in 
recent months. In tackling the two most 
urgent issues of inflation and falling ag- 
ricultural output, they continued to rely 
heavily on subsidies — hardly a satisfac- 
tory long-term solution for an adminis- 
tration bent on allowing economic 
forces greater freedom to 
shape the economy. 

The government appears 
reluctant to move too fast 
for fear of upsetting the 
current relative economic 
stability achieved — after 
three years of boom-and- 
bust. With a newly sworn- 
in premier and, after the 
congress, a cabinet all 
new to their jobs, this 
cautious mood is likely to 
continue. 

Against this back- 
ground, the congress began 
on 25 March with an unprecedent- 
ed openness and reformist spirit in 
an apparent bid to boost sagging 
morale. Delegates were encouraged 
to speak out, while the usually docile 
domestic press has reported the dissent- 
ing views. In all the major government 
reports delivered, there was also a 
strong if loosely defined commitment 
to reform, though always hand in hand 
with stability. State Planning Com- 
mission chief Song Ping at last year’s 


The NPC tries to talk away China’s problems with reform 


| 
| 
| 
| 


| cil will be scrapped, 


congress devoted only a page of his 
report to new reforms. This year, Yao 
Yilin, his successor, has a longer 
list of planned liberalisations. Reform 
is now stressed as "the centre of all 
undertakings.” | 

Of great symbolic significance, the 
congress is expected to ratify laws and 
constitutional amendments to further 
legitimise new practices arising from re- 
form — private business, land sales and 
greater authority for factory managers. 

The NPC will further approve a 
series of decisions aimed at promoting 
foreign investment — a move well- 
timed to win the most coverage from 
visiting foreign journalists. These deci- 
sions include the establishment 
Hainan Island as a province and tl 
largest special economic zone, constitu- 
tional amendments to permit sales of 
land-use rights (effectively transferable 
leasehold) even to foreigners, and an 
improved law on contractual joint ven- 
tures. 


Aore important than policies and laws 

f which merely codify existing prac- 
tices are the sweeping changes in gov- 
ernment personnel and organisation 
due to be approved by the NPC, These 
hopefully will revitalise a bureaucracy 
which, since the last major shakeup in 
1982, has lagged well behind the de- 
mands of economic management. 

Major speeches delivered by acting 
premier Li Peng, Yao and Finance 
Minister Wang Binggian highlighted 


the economic stability the government | 


cutting the number of staff by 10,00 
Planning Commission, 


Ministries of Personnel, Labour, Materials, Transportation, 


Energy, Construction, 
try, Water Resources, 
and Electronics Industry. 

In response to a NPC delegates’ 
cil decided not to replace the existing railways, communica- 
tions and aviation bodies with a ministry of transportation. 
osal, the State Council will theoretically 


Under this prop 


to-day running 


| 
the NPC, 
| 
| | 
| money and goo 






the distribution o 


move even further away fro ! 
of administration that has dominated economic life, 
involvement in everything from meticulous calculation of 
how much of a specific commodity the country needs down to 
f the commodity to shop shelves. 
strengthen its overall planning, coordination, supervision, 
information-collecting and other functions broadly described 
as “indirect management." Direct management such as day- 
of subordinate enterprises and the control of 
ds flows will be “delegated to lower levels.” 


| 
The new organs are the State 
| 


Aeronautics and Astronautics Indus- 
and the Ministry of Machine-building 


request, the State Coun- 


from the rigid Stalinist-style pattern 
with its 


It will 













has been able to achieve in 1987 and in- 
tends to maintain this year. 

“Compared to the preceding year,” 
said Li in his report, “certain long- 
standing factors of instability are eas- 
ing.” Demands of investment, con- 
sumption and credit have slightly eased, 
though they threatened to cause 
another runaway bout of hypergrowth 
in mid-1987. Industry grew a high 


serious strains on supporting infrastruc- 
ture or a surge of imports. 

The targets set for this year appear 
unrealistically low, given a fast-growing 
economy. Industry is targeted to grow 
by 8%, compared to 14.6% last year. 
Investment by the state sec- 
tor is to be further cut from 
last vear's level. Despite stag- 
nant revenue, Wang man- 
aged to hold the nominal 
budget deficit at last year's 
Rmb 8.03 billion (US$2.2 bil- 
lion) by planning overseas 
borrowings and issuing more 
domestic bonds (REVIEW, 7 
Apr.). 

1957, then premier 

10 Ziyang's devoted a 
large part of his report to a 
call to dampen demand and 
asked the nation to embark 
on a thrift campaign. Song 
last year also spoke exten- 
sively on the virtues of a 
lower growth rate. This year, though 
thrift and steady growth are still men- 
tioned, more space is devoted to two 
more immediate problems: inflation 
and falling agricultural production. 

Li called inflation “the outstanding 
problem in our economic and social life 
today" — though the impact of the ad- 
mission was softened by similar state- 
ments he had made in the run-up to the 
congress. While re-affirming Peking's 
commitment to price reform, he said 
steps taken to tackle inflation includ- 
ed greater supply, subsidies, price 








14.6% last year, but without causing | 


ceilings and stricter market policing. 

Inflation has, as expected, turned 
out to be a hot topic of discussion by 
NPC delegates, but criticisms have so 
far been scattered and mild. Although 
delegates have demonstrated some in- 
dependence, they still lack the experi- 
ence or courage to organise their oppo- 
sition or anger in an effective way. By 
allowing delegates to speak freely in 
group sessions, some discontent over 
price rises has already been defused. 

Turning to rural performance, Li ad- 
mitted that “we failed to apply the law 
of value properly in time to guide ag- 
ricultural production." In the past three 


| years, government policies were always 


Pesticide-spra rural 








hina: relief for farmers. 
announced too late to provide farmers 
with the necessary incentives to grow 
more of the commodities the state 
wanted. To increase output this year, Li 
said there would be increased acreage, 
more cheap fertilisers and pesticides 
available to farmers, tax concessions to 
rural authorities and slight increases in 
the state purchase prices. 

The list of additional inputs the gov- 


ernment intends to provide to farming: 


may be long, but critics point out that 
some long-term solutions, such as 
higher price adjustments for grain, a di- 
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versification in the national diet and a 
overhaul of the market-insensitive state. 
distribution system, were not mentioned 
In other areas, too, Li's speech di 
not break new ground — a perfo nee 
disappointing to many who. h 
pected more from what was si 
be an economic review and t 
covering the past and future five 
rather than just another annual repoi 
The speed of reform will depend 
on how stable the economy remains in 
coming months. If inflation rises, the 
leadership may have to delay further the 
much-awaited new round of price re- 
form. Other potentially inflationary re- 
forms may also have to be shelved. 



























































In indu "the contract 
management responsibility | 
system wa ün reform | 
of 1987 in st; rprises. 
Under the sy: actory. 
signs contracts oS: 
superior unit, agr o de- 


liver a certain amount of p 
fits and other obligations. 
itiated on a wide scale since 
last April, the reform is. 
scarcely a year old. | 

In agriculture, it is unclear 
how far the promised addi- 
tional inputs will help im- 
prove the shortages of certain 
agricultural products. With. 
price-sensitive farmers mov- 
ing in and out of production 
of different products rapidly, wide fluc- 
tuations in supply are likely to continue 
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| for some time. 
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In foreign trade, if coastal areas 
merely use newly granted trading con- | 
cessions to import and export at will, | 
it may lead to a sudden import surge | 
similar to that of 1984. 

Hence, in drumming up publicity for 
reform at the NPC, leaders have to re- 
mind provincial officials to keep cool 
heads and make changes in an orderly | 
manner in what Peking regards as a tricky | 

| 


environment for reform this vear. 
















New companies 
abolished ministries and operate like self-accounting com- 
mercial entities. Staff losing their posts will be transferred to 
departments concerned with taxation, finance, statistics, 
supervision, auditing and administration of industry and 
commerce. 


] n re-defining the role of these ministries, Peking is merely 
recognising the new, and in many ways diminished, role the 
state now plays in the economy. Reform has decentralised 
fiscal, supply, trading, production and other powers to local 
bodies. The mechanisms of old-style planning, namely 
budgetary grants, targets, fixed prices and allocation, have 
pre way to loans, market information, negotiated and 
loating prices, and bidding. These operations need a new 
kind of management which the traditional highly centralised, 
market-insensitive bureaucracy is not fit to provide. “With- 
out restructuring government organs,” Song said, “eco- 


nomic reform cannot be carried out in a deep-going way, nor 
be consolidated.” 


can the achievements of economic reform 
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will be formed in place of some of the 





The restructuring will hopefully help to reduce some of 
the continuing tension between planning and the market. In 
recent years, some ministries had become obstacles to re- 
form. Reluctant to give up power, they continue to meddle in 
the day-to-day running of subordinate enterprises. Song said 
the “non-separation of the government and enterprise func- 
tions” was one major defect of the current administration. 
Ministries and commissions operating as quasi-monopolies 
in certain scarce commodities have also engaged in profiteer- 
ing and speculation. 

Of the new ministries, the most influential appears to be 
the State Planning Commission, the result of a merger of the 
present State Planning Commission and State Economic 
Commission. Both commissions had been synonymous with 
old-style planning and traditional power bases for conserva- 
tives. The new commission has 
than its two predecessors, with duties such as formulating de- 
velopment strategies, drawing up long- and medium-term 
economic and social plans, and regulating supply and de- 
mand. 


a much broader portfolio 


— Louise do Rosario 
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Closed window, open door 


. Taiwan will do away with middlemen in Eastern bloc trade 


By Jonathan Moore in Taipei 

aced with changing economic reali- 

ties, including an appreciating cur- 
rency and growing protectionism in its 
traditional markets, anti-communist 
Taiwan is broadening its trade con- 
tacts among the countries of Eastern 
Europe as well as with the Chinese 
mainland. 

On 10 March, Taiwan announced 
| key trade concessions with seven East- 
. ern European nations — Poland, Hun- 
gary, East Germany, Czechoslovakia, 
Yugoslavia, Romania and Bulgaria — 
but not the Soviet Union. The govern- 
ment is also giving thought to allowing 
imports of raw materials, such as coal 
and cotton, from China. 

High-level trade missions have al- 
ready been exchanged with Hungary, 
and a Taiwan delegation attended a 
trade fair in Leipzig, East Germany, last 
month. Another group will attend an in- 
dustrial exhibition in Budapest in May. 
Meanwhile, an ambitious private trade 
group, the Taiwan Importers and Ex- 
porters Association, has said it will 
apply for approval to go to the Soviet 


; 


Union, which is still off-limits for direct 
trade. 

The new rules governing Eastern 
bloc trade allow the import of consumer 
goods, extend beneficial tariff treat- 
ment and allow local businessmen to 
seek technical cooperation from East- 
ern European companies. Private busi- 
nessmen may now invest directly in 
those countries and set up branch of- 
fices there. The openings include allow- 
ing telex facilities, direct telephone ser- 
vices and flights. 

The socialist countries, lured like 
others by Taiwan’s US$76 billion in for- 
eign-exchange reserves, have done their 
part as well, by simplifying visa proce- 
dures for Taiwanese businessmen and 
encouraging Taiwan to bring its busi- 
ness to them. 

This latest of Taiwan's continuing 
trade openings demonstrates the in- 
creasing willingness of the authorities 
here to minimise political differences in 
the face of changing economic realities. 
Taiwan is formally recognised by only 
22 countries, and historically has had 


Watered-down restrictions 


Much of a new US trade bill is agreed 


By Nayan Chanda in Washington | 


Aione the US Congress failed to | 


deliver the omnibus trade bill to the 
White House before Easter recess as 
planned, the main body of the bill has 
emerged after intensive negotiations be- 
tween the House and Senate conferees, 
However, the White House has 
threatened to veto the legislation if some 
of the objectionable articles are not re- 
moved before it is sent to the White 
House for his signature. While President 
Reagan would like to sign 
a trade bill before the end 
of his term, he is not keen 
enough to swallow some of 
the anti-business and anti- 
free trade provisions. 
Some Republican strate- 
gists fear that the appear- 
ance of Reagan signing a 
protectionist-looking bill 
could sap confidence 
among foreign partners and 
lead to an economic down- 
turn before the elections. 
There is considerable |: 
uncertainty over whether | 
the Democratic leadership | 
in the House will cave in 








before the veto threat. But knowledge- 
able analysts speculate that some of the 
most objectionable provisions will 
eventually be dropped to get the bill 
passed. However, the administration 
may have to live with some of the anti- 
Japanese provisions of the bill in order 
to remove other unacceptable items, 
analvsts said. 

The most objectionable to the White 
House are provisions requiring that: 
» Companies give emplo- 
yees 60 days’ advance 
notice before closing a 
plant. 
» The US prohibit and re- 
strict sales by Toshiba Corp. 
and its subsidiary in order 
to punish it for its illegal 
sales to the Soviet Union. 
» Certain trade authority 
be transferred from the 
president to the US Trade 
Representative's (USTR) 
office. 
» Retaliation against un- 
fair trade practice be au- 
tomatic. 

The issue of plant clo- 


AP 


M 


| 
| 
| 


| 
| 


| 
| 
| 
| 
| 
| 
| 


em rie MODA mem Tar adr rr htt sind rri e n Yn 





cool, even hostile, relations with coun- — 
tries in the socialist camp. ! 

*We are only talking about trade and 
business here," said L. F. Tseng, a divi- 
sion director at the Board of Foreign 
Trade. "These are things that will have 
mutual benefit for both sides. It is not a 
political point.” 

Direct trade has been allowed since 
1979 to enable Taiwan industry to make 
use of the inexpensive, high-quality in- 
dustrial goods and raw materials the 
Eastern bloc countries sell. Taiwan im- 
ports items such as steel and chemicals _ 
from East Germany, textile machinery 
from Czechoslovakia and chemicals and 
machine parts from Poland. Taiwan ex- 
ports everything from sweaters to com- 
puters. 

Direct and indirect trade with those 
seven nations, plus indirect trade with 
the Soviet Union, topped US$260 mil- 
lion last vear, more than twice its 1986 
level of Ussi21 million. Taiwan ran a 
US$124 million trade deficit with East- 
ern bloc nations last year. 

Nevertheless, the lack of communi- 
cations channels and preferential tariff 
treatment has kept trade to a minimu 
and has caused most of it — 90% of ir.. 
ports and 65% of exports — to be routed 
indirectly through. Singapore, Hong- 
kong, or countries in Western Europe. 

Compared with Taiwan's overall 
trade, amounting to more than US$88 
billion in 1987, Eastern bloc trade is 


sure has nothing to do with trade, but 
this and other labour-related items were 
introduced because the White House 
and the Democratic leadership wanted 
the bill to have broader purpose of 
promoting trade and competitiveness. 

The provision about plant closure 
was introduced by the Democrats under 
pressure from the organised labour 
groups. But business groups have 
strongly opposed the move out of fear 
that advance notice would be consi- 
dered warning signals to creditors and 
customers precipitating collapse. Be- 
sides, some say, it may encourage worl 
ers to commit sabotage. Trade specia. 
ists say that given strong White House 
opposition to this provision, Congress 
may decide to drop it, especially as 
there are plenty of other provisions that 
would satisfy labour. 

However, the administration is un- 
likely to get Congress to drop its anti- 
Toshiba provisions, which had been 
somewhat watered down from the origi- 
nal bill. According to legislation passed 
by the Senate last year, US sales of 
Toshiba products would have been ban- 
ned for two to five years. After the 
House-Senate conference, it was de- 
cided to ban the subsidiary Toshiba 
Machine sales in the US for three vears 
and federal government purchases of all 
Toshiba products for three years. How- 
ever, exemptions would be granted to 
purchases required for national security 
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total, or 3% of its US$8.66 billion of 
total trade with Europe. Trade officials 
say that trade levels are unlikely to war- 
rant the establishing a Taiwan trade of- 
fice in Hungary in the near future. 

The impetus for increased contact 
has come partly from Taiwanese busi- 
nessmen's complaints that such barriers 
effectively prevented trade. Their ea- 
gerness to markets in new places 
has been brought on by two years of 










steady N ir appreciation, growing 
protect abroad, and a resulting 


«port competitiveness. The 
, meanwhile, is encourag- 
© diversify trade to re- 
dependence on the US 
Opes to reduce a trade 
it with Japan by finding new 
's for some imports. 
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 amvan's exporters are also spurred 
M by rivalries with South Korea, which 
has also been active in building trade con- 
tacts with Eastern Europe. The Eastern 
bloc countries are also pushing for new 
trade contacts as a result of political and 
..aomic changes they are undergoing. 
-uing concentrated their economic 
development in heavy industry, they 
hope to gain capital and expertise in 
consumer-goods industries from 
Taiwan. 
But serious obstacles to expanding 
that trade remain. The nations of East- 


reasons. Only a small portion of the 
US$2.5 billion worth of goods that 
Toshiba sells in the US each year are 
bought by the federal government. 

The administration lobbied hard to 
get the conferees to drop the sanction 
on Toshiba arguing that Japan has al- 
ready tightened its export control and 
punitive measures would be counter- 
productive. Action against Toshiba, 
Assistant Secretary of Defence Richard 
Armitage wrote to a Congressional 
leader, "would be interpreted in Japan 
as motivated by trade imbalances rather 
<n by national-security concerns, and 
»vdld weaken our efforts to strengthen 
[the Coordinating Committee on Ex- 
port Controls]. " 






N ow that Congress has adopted a re- 
duced punitive measure, the admin- 


istration may find it hard to oppose the 


entire trade bill on this specific ground. 
"Can you imagine the reaction in the 
Congress if the president says he is veto- 
ing the whole trade bill because of 
Toshiba?" asks a Congressional source. 
The source adds: “If the Toshiba provi- 
sion was passed as a separate bill, there 
will be enough vote to override a presi- 
dential veto.” 

Repeatedly frustrated by the admin- 
stration's unwillingness to take tough 
iction against Japan on the ground of 
1ational security or broader economic 
nterest, Congress has introduced a pro- 
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REVIEWDIAGRAM by Andy Tang 
ern Europe are short of foreign ex- 
change, for one thing, meaning that 
traders will have to resort to the more 

| awkward methods of countertrade and 
barter. Also, having had so little contact. 


vision that would give the USTR office 

greater say in trade matters. Although 

the White House has expressed reserva- 
tion about this, it is unclear how 

| Strongly it will fight to remove the provi- | 

sion. 

The depth of White House opposi- | 

tion to some of the mandatory retalia- | 
tion provisions is also unclear. Pri- 

vately, some administration officials | 

have expressed satisfaction that the | 

overtly protectionist Gephardt amend- | 

ment has been considerably diluted. | 

The original amendment, introduced by | 

Democratic congressman and then | 

presidential candidate Richard | 

Gephardt and passed by the House, re- | 

| 

| 

| 

| 

| 

| 

| 

| 

| 

| 

| 

| 
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countries with “excessive” trade 
surpluses and with a pattern of unfair 
trade. If offending countries did not re- 
duce the imbalances by 10% a year, the 
US could have retaliated with quotas. 
The new bill adopts the Senate ver- 
sion on retaliation. It amplifies the 
existing trade provisions against unfair 
trade. Unlike the current law which al- 
lows for investigation into unfair prac- 
tices in particular products, like the US 
sanction against Japan on semiconduc- 
tors, the new bill allows investigations 
to encompass trade policy. The presi- 
dent would be required to identify coun- 
tries with a consistent pattern of unfair 
trade behaviour and to try to negotiate 
| an end to such policies within 12-18 


quired the administration to identify 
| 
| 
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with the Eastern bloc in the 
Taiwanese businessmen are largely i 
norant of their target markets in th 
socialist states. a 

Taiwan’s trade authorities are warn 
ing that US pressure to limit sales o 
technology to communist countries may: 
result in restrictions on computer ex- 
ports. Also, despite the fact that direc! 
investment is allowed in Eastern bloc 
countries, local businessmen say incen- 
tives are insufficient to expect a rush of | 
investment in the near term. 

Optimists believe these points can be 
overcome. "Our markets complement 
each other nicely," said one manufac- 
turer who attended a delegationto Hun- | - 
gary last October. He pointed out that | — 
fast-paced development in those coun- 
tries has created a middle class and a 
growing demand for consumer items. 
“The potential is very good for our pro- 
ducts to do well there." Ex" | 

Meanwhile, Taiwan is also consider- | 
ing broadening its policy of allowed in- bo 
direct trade with the Chinese m be 
to include some raw materials 
cotton, coke and some basi 
Now, only some low-value items 
as medicinal herbs, teas and 



































pn And despite fc 
y government official 
sist that the governmen 
local businesses to i 
they set up subsidiaries 

Japan first. repos 











months. If negotiations. 
dent would have to retalia 
countries violating trade a 
and having “unjustified ba pem 

Among other issues that have provok- | — 
ed administration criticism are provisions | 
that require foreign investors to disclose | 
information about their ownership and 
the demand to establish reciprocity in 
granting foreign firms the right to be pri- 
mary dealers in government securities. 
Both provisions stem from fear of ex- 
panding Japanese economic control. 

The watered-down bill is still restric- 
tive and the administration does not like 
much of what remains. As one analyst 
says, "it's death by a thousand cuts" — 
but the administration would prefer to 
have a less satisfactory bill than none at 
all. Sources point out that a number of 
provisions in the bill such as a major 
job-retraining programme, loosening of 
export controls and revision of the 
Foreign Corrupt Practices act were in- 
troduced by the administration. 

Passage of the trade bill would clear 
the way for a Congressional ratification 
and implementation of the US-Canada 
Free Trade Agreement — considered a 
major achievement of the Reagan ad- 
ministration. The bill would also give 
the president authority to negotiate on 
the "fast track" — meaning without 
congressional interference — multilat- 
eral trade agreement under the 
Uruguay Round of Gatt. u 




































INVESTMENT 


A birthday offering 


. South Korea prepares to privatise part of its steel-making giant 


By Mark Clifford in Seoul 


* outh Korea's giant Pohang Iron & 
Steel Co. (Posco) is celebrating its 
20th birthday by selling shares to the 
public. Posco is the country's first state- 
owned company to put some its shares 
on the market as part of an ambitious 
plan to broaden share ownership. 

President Roh Tae Woo made great- 
er economic equality a major campaign 
theme. The partial privatisation of 
Posco — which will still leave control of 
the steel maker in government hands — 
is the first in a series of planned stock of- 
ferings of government corporations. 
Shares in the Korea Electric Power 
Corp. and Citizens National Bank will 
be sold later this year; the Korea Tele- 
communications Authority and other 
companies will follow in 1989. 

Plans for Posco's partial privatisa- 
tion were originally drawn up in early 
1987, but were derailed by last year's 
political turmoil. At the time, local 
commercial banks which owned Posco 
shares were supposed to sell off their 
stakes. This was a way of building an 
equity cushion to prepare for writing off 
the bad debts that plague South Korean 
banks. But what began as a way for 


banks to raise cash has been restruc- 


tured as a means of economic redis- 
tribution. 

Now, the shares are being sold by the 
government and the state-owned Korea 
Development Bank (KDB), rather than 
the nominally independent commercial 
banks. The government will cut its 
equity stake from 32.3% to 20% and 
KDB from 36.8% to 15% 

A total of 31.3 million shares will be 
sold in this first tranche, with three- 
quarters of the issue reserved for farm- 
ers, fishermen, and middle- and lower- 
income workers. Another 20% will be 
reserved for Posco employees while 
only 5% of the issue will be sold freely. 

Posco, founded and still run by Gen. 
Park Tae Joon, one of former president 
Park Chung Hee’s advisers, is chafing at 
the quasi-privatisation. The company 
warns that pressure to pay dividends 
may make investment in new facilities 
more difficult. Posco’s impending 
privatisation has already given other 
steel shares a big boost in the market. 
Brokers here are counting on Posco to 
do for the South Korean market what 
NTT’s privatisation did for Tokyo — 
push it to record heights. 

In fact, the prospect of Posco’s quasi- 
privatisation has investors drooling. 
The nominal price is Won 15,000 
(US$19.73) a share, with the stock re- 
served for employees and workers eligi- 
ble for a 30% discount. However, most 
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stockmarket analysts expect the price to 
quickly rise to at least Won 20,000 when 
trading begins in June. 

At its issue price, Posco's market 
capitalisation will be Won 1.38 trillion. 
This is well above the largest listed com- 
pany, Yukong, which has a market 
capitalisation of just over Won 900 bil- 
lion. 

By any measure, Posco has come a 
long way since the World Bank turned 
down a loan request 20 years ago, saying 
South Korea's plans for getting into 
steel were too risky. The South Koreans 
used reparations from Japanese coloni- 
sation to build the world's fifth-largest 
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steel company outside of the socialist 
states. 

Last year, the company’s two steel 
works produced 11.34 million tons of 
steel. Posco's first steel works, at the 
southeastern port of Pohang, has pro- 
duced more steel than any other mill in 
the world every year since 1982. 


onstruction costs at Pohang and at 
the Kwangyang works, which 
opened last year, were among the low- 
est in the world. This was due in part to 
Posco’s success in playing off equipment 


suppliers in the depressed steel busi- 


ness, who were willing to offer rock-bot- 
tom pricing and generous financing 
terms (REVIEW, 21 May '87). 
Production is also among the most 
efficient in the world. Posco boasts that 
it takes only four-and-a-half hours to 
make molten iron ore and turn it into 
finished steel: arch-rival Nippon Steel's 
efficient Oita works takes more than 10 


| 


hours. Moreover, last year Posco ran at - 








10796 of rated capacity, while Japanese. 
makers ran at 67% capacity and US 
steelmakers at 80%. And because 
Posco runs flat out, productivity is high. 

Posco has been critical to South 
Korea's industrial success. From cars to 
electronics, South Korean industry de- 
pends on cheap steel. Since Posco is 
more interested in national develop- 
ment than maximising profits, it keeps 
prices low. At the beginning of 1988, 
hot-coil steel cost US$320 a tonne in 
South Korea, but in Japan the same pro- 
duct fetched US$638. 

But there is still plenty to worry 
about. The Japanese are tough com- 
petitors and Posco researchers fret that 
they are not be able to keep pace with 
Japan's technological advances. 

Posco has founded a technical re- 
search institute, modelled on the 
California Institute of Technology, with 
a low student-teacher ratio and a heavy 
emphasis on basic research. Moreover, 
spending on research and develop- 
ment is going up — last year it was 
Won 60.8 billion, or 2.1% of turn- 
over. 

Posco also wants to get int 
broader range of businesses. The 
Kwangyang plant, on the southern 
coast in Cholla province, concen- 
trates on big production runs of sim- 
ple steel — the minimum order is 
250 tonnes while the older 
Pohang plant sells more advanced 
steels. These advanced steels — al- 
loys and specialty steels — ac- 
counted for 16% of total production 
last year compared with 6% in 1982. 

What is Posco going to do about 
branching out? Management is 
either not saying or does not yet 
know. But the company points to 
Nippon Steel, which plans to have 
non-steel business make up half of 
its ¥2 trillion (US$16 billion) in 
revenue by 1995. 

Disturbingly, Posco executives 
talk about getting involved with just 
about everything from investment in 
basic materials, chemicals, and el 
tronics to "leisure, ocean-developm.... 
and car industries.” As Posco diver- 
sifies, there is a danger that the com- 
pany's focus will become blurred. 

For now, at least, Posco has plenty to 
keep it busy in the steel business. Con- 
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 struction of the second phase of its 


Kwangyang works will be finished late 
this summer. This will boost production 
to 15 million tons a year. Posco officials 
claim this will make the company the 
world's No. 2 steelmaker after Nippon 
Steel. And construction of the Kwang- 
yang works’ third phase is expected to 
start next year. 

Moreover, Posco is looking at oppor- 
tunities overseas. Its first foreign venture 
should be going full blast next year. 
Posco has teamed up with USX (formerly 
US Steel) in a joint venture in Califor- 
nia, to produce cold rolled steel. Bi 
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Asia is home to more than half of mankind. Every day, 
events are happening here that not only shape the re- 
gion's future but affect the entire world. The Asia 1988 
Yearbook does more than cover these events — it com- 
piles, analyses and interprets them. No businessman 
can afford to ignore them. Nor can any professional or 
eeholar or anyone who has dealings with Asia. Decide 

yourself whether any other single medium puts the 
economic, social and political realities of Asi» at your 
fingertips as does the Asia Yearbook. 


Now In Its 29th Edition 

The Asia 1988 Yearbook, now in its 29th year, is bigger 
and more comprehensive than ever before. Matching 
the rapid pace of Asian development, it goes into great- 
er detail, with greater insight — a book which everyone 
who needs to know about Asia must have on the book- 
shelf. 


Features 
The Asia 1988 Yearbook offers completely revised 
chapters — covering another historic year in Asia, and 
analysing US involvement in the region and you will also 
find familiar chapters and features as well: a portrait of 
The Entire Region, The Power Game, Population & 
Food, Development Banks, Asian Finance, Asian In- 
vestment, Commodities, Energy, Aviation, Shipping, 
shing, Trade & Aid, the Pacific, Asian & Pacific Or- 
ganisations, a round-up of the year's news stories, and 
much more. 


As in the past, the Asia 1988 Yearbook has an abun- 
dance of charts, tables and graphics to illustrate the 
material, including a full military profile of each regional 
country. 


The main body of the book contains chapters on 31 
countries, ranging from Afghanistan to Japan, from 
China to New Zealand. 


Country-by-Country Analysis 

Each country is discussed with up-to-date reviews of its 
Politics and Social Affairs, Foreign Relations, Economy 
and Infrastructure, complete with a map and lists of 
leading public officials. The Asia 1988 Yearbook gives 
you localised, first-hand information on everything from 
market potential and population trends to foreign aid in- 
volvement and social and cultural landmarks. Each 


Announcing The All New 29th Edition 


We give you Asia, 
minus the mystery, 
minus the myth: 
Asia 1988 Yearbook 








country chapter has a Databox giving essential vital 
statistics. And there is also a statistical round-up com- 
piled against a master questionnaire provided by Year- 
book experts. 


How We Did It 

Published by the Far Eastern Economic Review, the 
Asia 1988 Yearbook is the result of thousands of man- 
hours of work during the year. Every week, the Review's 
correspondents file on-the-spot reports from every 
major Asian capital and every area of interest through- 
out the region. This leading team of writers, analysts, 
experts and research staff contribute (as they have reg- 
ularly for 29 years) to keep the Asia 1988 Yearbook on 
top of events. To give you Asia minus the mystery, 
minus the myth. To give you Asia as only the Far East- 
ern Economic Review can. 
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Chairman's Statement 
FOR THE YEAR ENDED 31ST DECEMBER, 1987 


The Group’s audited 
consolidated net profit after 
tax for the year ended 31st 
December, 1987 was 
HK$1,859 million compared 
with HK$1,700 million 
forecast in the rights issue 
document dated 19th 
October, 1987 and HK$1,618 
million earned in 1986, an 
increase of 9% and 15% 
respectively. The increase 
over the amount forecast was 
due to better results having 
been achieved by the Group 
during the latter part of the 
year together with a reduction 
in financing costs. Earnings 
per share were HK$0.65 
compared with HK$0.57 in 
1986 adjusted for the bonus 
issue, share split and rights 
issue. In addition, the Group 
earned extraordinary income 


. 22/Fl, Hutchison House, Hong Kong. Te 


of HK$764 million (1986 — 
HK$563 million) derived 
mainly from the property 
sector and other investment 
holdings. 


Your directors will 
recommend a final dividend 
of 24 cents per share at the 
forthcoming Annual General 
Meeting. This, together with 
the interim dividend of 11 
cents paid on 14th October, 
1987, gives a total dividend 
of 35 cents per share for the 
year. The adjusted equity 
dividend for the year 
represents a 38% increase 
over the 25.1 cents per share 
paid in 1986, after taking into 
account the bonus issue, 
share split and the 1 for 8 
rights issue in 1987. 










1.: 5-230181. Telefax: 5-8100705. 


Overall Review 
In general, 1987 was another eventful 


. year for Hutchison Whampoa = 


Limited with the Group making 
several significant acquisitions and 


investments in Hong Kong and. 
overseas. The Group concluded the 


acquisition of 4396 of Husky Oil Ltd. 
which is Canada's largest | 





independent integrated oil and gas 
company. This was followed by the 


disposal of the Group's investment 
in Pearson plc which gave rise to an 
extraordinary gain of HKS66 million 
attributable to the Group. The 


investment in Pearson had been 


selected for the long term but as we 
were not able to effect the plans 
which we had orginally formulated, 
it was decided to accept an offer for 
the entire block of shares. 


In June, arrangements were finalis 
whereby our associated company. 
Hongkong Electric Holdings Limited, 
demerged its non-electricity 
generating activities to form à new 
listed company, Cavendish 
International Holdings Limited. As a 
result of a share exchange. the Group 
acquired further shares in Cavendish 
International Holdings for its 23% 
shareholding in Hongkong Electric 
Holdings. The Group's shareholding - 
in Cavendish International Holdings 
has subsequently been increased to 
approximately 61%. 

During the latter part of the year 
HK$3.753 million was raised through 
a rights issue which further | 
strengthened the Group's equity 
capital base. When the rights issue 
was announced, it was disclosed that — 
the Group together with Cheung 
Kong (Holdings) Limited had 
acquired approximately 4.9% of the 
issued share capital of Cable and 
Wireless ple This strategic 
investment is intended to e 
complement the Group's growing - 
involvement in telecommunications. 
On 31st December, 1987, the 
Company redeemed the remaining — 
240 million 712% cumulative. — — 


redeemable participating preference 


shares, 
The principal operations of the 


Group performed well during 1987. 


The residential sector of the property 
market showed continued strength 
throughout the vear. Progress both in 
terms of physical completions and 





Sarden continues 
; with over 74% 


















year. Work on the 

ion reclamation and 

roject for Terminal 6 

on schedule and it is 

. 'éxpe at part of the facility will 
be operational this vear. Terminal 6 
is scheduled for completion by the 

end of 1989. 


The trading and retail activities of the 












k'N Shop had 

“year in terms of 
bution and 

«pan: ir operations. 
Watson's continued their policy of 
refurbishment and expansion and 
their operations now include Taiwan 
where three variety stores were 
opened in 1987. The Hutchison-Boag 
group, which includes the Fortress 
chain of electrical appliance stores, 
continued to expand through the 
acquisition of Weatherite Industries 
Limited which manufactures and 
exports air-conditioners and fans. 
The Sheraton Hong Kong Hotel & 
Towers enjoyed another record year 
both in terms of occupancy and 
profitability. 





Hutchison Telecommunications 
group had an active and profitable 
year with Hutchison Telephone 
. Company (5196 owned) 
consolidating its leading position in 
the field of cellular mobile 
telephones. In addition, the 
,. Telecommunications group 
- "screased its share of market in the 
aging business and they continue to 
actively explore opportunities for 
expanding into other areas of 
telecommunications. 












The Cavendish International 
Holdings group produced a better 

_ than forecast result for the year with 
all property development projects 
progressing on schedule. The 
Hongkong Hilton Hotel had another 
record year and Hongkong Electric 
Holdings, which now comprises The 
Hongkong Electric Company and 
Associated Technical Services, 


continued to perform well. The profit 
recorded by Husky Oil of Canada was 
ahead of our projections for the vear. 


The remaining shares held by the 
Group in South China Morning Post, 
Limited were disposed of during the 
year and this gave rise to an 
extraordinary gain of HK$279 
million. In addition, all of the 5% 
Guaranteed Exchangeable Bonds 
totalling HK$762 million were 
exchanged by the bondholders for 
shares in Cathay Pacific Airways. 


Prospects 


Despite the substantial investments 
and commitments made during the 
year by the Group, its financial 
position remains strong with a 
relatively low gearing ratio. 
Shareholders' funds have grown 47% 
from HK$9,777 million to HKS$14,374 
million. 

Our cash flow projections indicate 
that we can support further business 
expansion and therefore we will 
continue our pursuit of suitable 
investment opportunities both in 
Hong Kong and overseas, 


In January this year the Group 
announced its participation in two 
major re-development projects 
involving properties in Kwun Tong 
and Ap Lei Chau. The two projects 
form part of a complex package 
involving the transfer of certain 
electricity generating facilities from 
Ap Lei Chau to Lamma and the 
removal of Shell's existing oil depots 
at Ap Lei Chau and Kwun Tong to 
Tsing Yi. These industrial sites cover 
an area of approximately 24 hectares 
and they will be re-developed into 
residential/commercíal complexes. 
The Kwun Tong project is scheduled 
for completion in 1993 and the Ap 
Lei Chau re-development in 1995. 
These projects represent a major new 
investment in and commitment to 
Hong Kong and should ensure 
continued profits from property 
development for several vears 
following the completion of 
Whampoa Garden in 1990. 


Although the economy is soundly 
based. Hong Kong, like all the other 
major international financial centres, 
was affected by the stock market 
crash in October. In this election vear 
protectionist pressure in the United 
States may increase with special 
concern over the U.S. trade deficit 
and the perceived artificial level of 
the Hongkong dollar. A revaluation 
of the Hongkong dollar together with 


Hutchison Whampoa Limited 


any additional protectionist | 
measures which may be introduced 
by a new administration would 
inevitably have an adverse effect on 
the economic growth of Hong Kong, | 
at least in the short term. The Group, > 
through its high degree of EN 
diversification and sound financial 
position, is well placed to over 
any such challenges which ma 
























Barring unforeseen circumstances 
the Group's overall performance 
1988 will continue to improve w 
greater portion of operating profit: 
arising during the second half of the 
year because of the phasing of the © 
Whampoa Garden project at pe 
Hunghom. The total dividend for 
1988 should not be less than that 
paid in respect of 1987. 


On behalf of the shareholders and — > 
directors, I wish to thank the Group's ^ 
management and staff for their hard 
work which produced these very 
satisfactory results and I wish them 
well in 1988. 







































































Li Ka-shing 
Chairman 


Hong Kong, 29th March, 1988 
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Directors’ interests 


Only the following directors and their 
associates (as defined by the Securities 
(Stock Exchange Listing) Rules 1986) had 
beneficial and non-beneficial interests in 
the share capital of the Company at 31st 
December, 1987: 


Ordinary Ordinary 
Shares of | Shares of 
HK$0.25 HK$S0.25 
- each each 
Non- 
Beneficial beneficial 
interests interests 
Li Ka-shing 8,000,000 30,937 
G.C. Magnus 3,000 30,937 
Simon Murray 196,875 - 
Charles Y.K. Lee - 30,937 
T.K. Ann 33,000 - 
S. Robert Blair 50,000 É 
H. Kadoorie 7,265,498 7,265,498 
P.A.L. Vine 20,000 = 


In addition, Mr. Li Ka-shing has disclosed 
a further interest as a substantial 
shareholder of Cheung Kong (Holdings) 
Limited which at 31st December, 1987 
was the beneficial owner of 1,196,543,183 
ordinary shares of the Company, Mr. 
P.A.L. Vine has a beneficial interest in 
52,200 shares in Cavendish International 
Holdings Limited, a subsidiary of the 
Company, and Mr. C.H. Wong has a 
beneficial interest in 185 shares of 
Cavendish International Holdings 
Limited. 
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Working on a change 


Japan steps gingerly towards a five-day week 


By Charles Smith in Tokyo 
De seca campaign to cure itself of 

"workaholism" by standardising the 
five-day week in business and industry, 
may have chalked up its first significant 
success. In late March, the Post Office 
savings bank announced that the system 
will introduce Saturday closing from 
early 1989. 

Closing "savings windows" in post 
offices opens the way for commercial 
banks, which trv to attract the same pri- 
vate savings, to introduce a five-day 
week. This. in turn, should provide an 
excuse for shorter working hours at 
numerous small businesses which de- 
pend on regular access to banking ser- 
vices to keep their cash positions up to 
date. 

Officials at the Wages and Welfare 
Department of the Ministry of Labour 
say shorter working hours should en- 
courage spending by Japanese consum- 
ers. Working fewer hours could mean 
less is produced for export, so the move 
could ultimately even help to reduce 
the country’s trade surplus, say offi- 
cials. 

The department has been preaching 
the gospel of a five-day working week 
since 1986 when the idea was first 
mooted in the Maekawa report on econ- 
omic restructuring. There is, however. 
no illusion that the task is going to be 
achieved easily. 

There are two main barriers to be 
overcome. Individual workers are in- 
grained with the attitude that hard work 
is a virtue. Secondly, Japan's economy 
appears to be structured in ways that 
make a switch to shorter working hours 
peculiarly hard to achieve. 

A further problem for five-day week 
propagandists is the sheer novelty of the 
idea. at least as measured by official fig- 
ures. According to Tateki Ijichi editor 
in chief of the authoritative Shukan 
Rodo News, a weekly labour publica- 
tion, only some 28% of Japanese indus- 
trial workers and 6.2% of the country's 
4.5 million companies were working à 
five-day week as of late 1986. 

Ijichi believes that people's working 
hours have lengthened in the two years 
since reduction of working hours to 
"Western" levels became an official 
government target. In 1985, an average 
employee in Japanese manufacturing 
industry worked 2,168 hours. His or her 


counterpart worked 1,924 hours in 
the US and 1,659 hours in West 
Germany. 


In 1986, Japanese industrial employ- 
ees worked marginally fewer hours — 
2.138 hours. This drop was due to em- 
ployers cutting back on overtime during 




















the recession which followed 
the yen revaluation, Last year. 
working hours recovered, | 
however. to 2,149.4 hours. / 
This vear they are likely to | 
increase sharply again re- /fN 
flecting the new strength of  /f 
the economy. | 
The stuffy” attitude / 
towards shorter working / 
hours of organisations 
such as Nikkeiren, the 
Japan Federation ol 
Employers’ Organisa- ; 
tions, helps frustrate / 
the government's ef- 
forts, Ijichi suggests. | 
Such organisations see / 
long hours as a way 
for Japan to fight / 
off competition from ` 
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the Asian newly = eet | 
industrialised coun- za ; 
tries. 


Far more important 
has been the tendency 
for employers to use 
overtime as a safety 
valve within an other- 
wise rigid employment | 
system, one of whose | 
main features is the 
employer's obligation 
to provide “life-time” 
employment. | 

ljichi notes that av- 
erage Japanese work- 
ing hours fell steadily 
during the 1960s and 
early 1970s. In 1955, 
Labour Ministry data 
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Government campaign to take it easy; shop-floor workers. | 


shows that the average Japanese | fewer hours for the risk ol dismissal 
industrial employee worked 2,338 | when times are bad. 

hours including overtime; in 1965. [n the past six months, the Japane: 
the figure was 2.315. and, in 1970, | "safety valve" function of working ove 
2,239. time has been reflected in a steep rise in 





the hours worked in key manufacturing 
industries, and even in some parts of the 
service sector. Ijichi estimates that dur- 
ing the first quarter of 1988, the average 
industrial employee worked 21.8 hours 
overtime each month. This is about 
8095 more than in the last quarter of 
1987. 

Labour specialists regard heavy 
overtime as an imposition. However. 
many ordinary workers apparently con- 


hen the economy was growing 

fast. employers felt sufficiently 
confident about the country's long- 
term economic prospects to increase 
the size of their regular workforce. 
Since the 1973 oil-price shock, this 
process has been reversed. Most major 
manufacturing companies cut back shar- 
ply on their recruitment and imposed 
heavier working hours on those who re- 





mained. tinue to welcome extra hours as a 
In effect, says ljichi, long hours | chance to accumulate savings for the 
and a readiness to work overtime | likes of a new car, or for a deposit on à 


house. Individual workers have failed to 
take on board the idea urged by Labour 
Ministry officials that more leisure 
should mean more time to spend 
money and, consequently, a more. 


have been the price paid by Japans | 
shrinking army of industrial workers for 
job security. In contrast, workers in 
Western industrial countries have 
tended to trade the opportunity to work 
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Sogo Yoshimiya, a specialist on 


Working hours at the Japan Private 


Trade Union Council ( Rengo), the 
country's largest private-sector trade- 
union federation, sees Japan's pyrami- 
dal industrial structure as another 











reason for long working hours. 
Yoshimiya suggests that employees 

in large manu ing companies, like 

electronics « vehicle manufac- 


rU 


ord the luxury 
r hours. But, 
on vies ultimately 
depend for their ihity on the services 
and supplies provided by small and 
ultra-competitive companies. Employ- 
ees in, for instance, the component 
manufacturing, road transport and 
printing sectors, work far more than the 
national average of around 2,100 hours 
a year. 

small trucking companies are well 
known for their long hours. In part, this 


has allowed bigger companies, such as 


Toyota, to use the "just in time" system 
of inventory control. The manufacturer 
carries the minimum stocks of parts and 

mponents, and relies on trucking 


. mpanies to deliver additional supplies 





the moment they are needed in the as- 
sembly process. 


A final reason for the slow progress 
towards Westernising Japan's work 
habits has been the ambivalent attitude 
of the unions themselves, Yoshimiya 
concedes. At a national level, Rengo 
now supports the notion of reducing 
working hours throughout Japanese in- 
dustry to 1,800 hours by the early 1990s. 


However, individual unions or union — 


federations have been slow to push 


for shorter working hours in their | 


annual "wage struggles" with em- 
ployers. 

Yoshimiya says that only about half 
Rengo's member unions plan to play up 
the working-hours issue in their 1987 
shunto (spring wage struggle) cam- 
paign. The others have opted for a two- 
pronged strategy whereby employers 


= ill be pressed for wage concessions 
- uring the spring campaign and for 


concessions on working hours, dur- 
ing a second campaign during the 
autumn. 

Union reluctance to stress shorter 


working hours means that Japan may be 


at least a decade away from the "ideal" 
of matching Western working hours. 
But Yoshimiya believes that in the past 
three years the mood has at least begun 
to change. 

Signs of change are the start of 
a full-scale government propaganda 


campaign in favour of shorter hours, 
and the reluctant admission of employ- 
ers’ organisations that Japan may have 


been working too hard means the coun- 


try is headed in the right direction. The 


next step is for millions of private com- 
panies to follow the government's 
ead. "s 


e" 
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rather than a less, affluent life-style. 
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Iran Airs Silk Road Route is a fast, | 
convenient way to Tehran via Beijing | 


Fly Iran Air's Silk Road Route to Tehran from Tokyo and you'll get 
there in 747SP comfort in only 12 hours. And on the way, enjoy Iran 
Air’s unique Persian Caviar Service where all passengers receive a gener- 
ous individual serving of the world's most luxurious dining delicacy. 
From Beijing you can join the flight on the final leg to Tehran every 
Thursday. And on arrival in Tehran you can be assured of deluxe. 
accommodation because Iran Air will gu; | 
airline-owned Homa Hotel (for- | us l1 

 merly the Sheraton) before you. |. — ee 
leave home. If you have business. P 
in Europe, the Persian Gulf, 
Pakistan or India, take Iran Air's 
frequent and direct onward serv- 
ices. For more information con- 
tact Iran Air. 
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The Airline of the 
ISLAMIC REPUBLIC OF IRAN 


Tokyo Office: Habitation Bldg., 1-3-5 Akasaka. Minato-ku. Tokyo Tel: (03) $86-2101 
Beijing Office: Holiday Inn (Lido Beijing), IF A-2 Commercial Bidg., Beijing, P.R. China 
Tel: 5006676— 5006678 Airport: Tel. 522911 Ext. 5451 





















Pretend for a second that it is 1995, and 
President George Bush has finally 
succeeded in deflating the US’ trade 
deficit to a comfortable US$50 billton. 
Japan's defence budget has reached 
2.5% of GNP. Former Soviet leader 
Mikhail Gorbachov, having failed at 


| The truth is stranger 
and worse than fiction 


 prestroika is teaching history at the | 


University of Vladivostok. Hongkong is 
| eerily quiet on the eve of reversion to 

Elsewhere, and less dramatically, Sir 
Jonathan Wilson, deputy governor of the 
. Bank of England, has agreed to head up 
| the first World Stock Exchange, head- 
|. quartered in Osaka. After 30 years in the 


| City of London, Wilson is looking for- 


ward to the more leisurely pace of an in- 
ternational bureaucracy. 

After a mere three weeks in his new 
job, however, Wilson is in for a rude 
shock. He and his staff are 
jolted by the sudden declara- 
tion of insolvency of Mul- 
tiBanken Securities (MBS), 
one of the 12 global financial 
behemoths which make sec- 
urities markets 24 hours 
a day. Because MBS is 
owned in equal parts by US, 
West German, Japanese and 
Australian investors, no one 
will claim primary responst- 
bility for bailing out the 
firm. 

A jerry-built rescue is 
mounted. But before the 
month is out, Wilson finds 
himself in another mess, this 
time with a high-stakes inter- 
national takeover battle in 
the US. It seems that Chur- 
chill Hanson Partners, a multibillion- 
dollar British investment group, has 
launched a proxy fight for ITT. Japanese 
institutions, led by Yasuda Marine and 
Fire, which hold some 15% of the 
shares, are in a position to determine the 
outcome. Washington has warned 
Tokyo not to side with the British. In- 
vestors everywhere are nervously poised 
for Japan's response. 

Savvy chap that he is, Wilson man- 
ages to get through this crisis, too. But 
that long-awaited vacation in Bali is put 
on hold when he receives a call on his hot 
line from Toronto. The computer at the 
recently created Global Clearing and 
Settlements Corp., through which a 
quarter of the world’s international share 
transactions now pass, has experienced a 
mysterious breakdown. As backup 
facilities fail to kick in, a 14-hour black- 
out causes a worldwide panic. Wilson is 
at his wits end. 
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Wish our man a speedy recovery but 


put him aside now. Instead, let us take a 


look at the global equity markets. 


Af c hear so much these days about 
24-hour global trading, we 
watched Bloody Monday in New York 
become a Tuesday massacre in other 
parts of the world, and we know that 
new technologies are changing the face 
of world finance. But how might we 
think about the development of the 
global securities market? And how, in 


| particular, should our regulators be 


dealing with the problems it will spawn? 

Everyone's benchmark is 19 Oc- 
tober, so recall that the world securities 
market had been growing at a powerful 
pace before then. While the very notion 
of a global stockmarket is so often 


exaggerated — very few stocks are. 


Meltdown frenzy: panic on Wall Street. 


traded in any volume outside their 
home markets — gross sales plus gross 
purchases across borders did reach 
perhaps US$1 trillion last year. 

Aside from the gradual removal of 
exchange controls in so many countries, 
and the advent of a floating system for 
world currencies, there were Big Bangs 
and Little Bangs in New York, London, 
Paris, Tokyo, Sydney and Toronto. 
There were developments in microchips 
that allowed clients to see simultane- 
ously the same bid and ask quotes for 
major stocks. That same technology 
permitted brokers and dealers to take 








Nixon, Ford and Carter administra- 
tions. He was a managing director of 
Shearson Lehman Bros in Tokyo and 
New York from 1979-87. 
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Jeffrey E. Garten held posts in the | 


and process orders with lightning speed, 
too. 

The Normuras and the Merrill 
Lynchs set up everywhere, opening of- 
fices, grinding out research, peddling 
services. Borrowers and investors 
hardly resisted. Companies such as 3M, 
Matsushita, N. V. Philips and at least 
500 others found that they could 
strengthen their balance-sheets by 
broadening the shareholder base, inter- 
nationally. Pension trustees from Seat- 
tle to Johannesburg found they could 
get better yields and diversify risks by 
putting some money abroad. Country 
funds from South Korea, Malaysia, 
Thailand and other minor markets gave 
investors new access. 

The October crash did virtually no- 
thing to slow the momentum. Yes, for 
most foreign shares, liquidity dried up 
outside their home markets that week, 
and yes, many investors dumped for- 
eign shares out of fear. There is still a 
good deal of queasiness among many in- 
vestors about too much internation: — 
exposure. But the trend is towards a ri 
turn to normal patterns, with 
recovery in many markets, 
notably. Japan. 

In fact, there is diminish- 
ing evidence in most markets 
that the crash of °87 ever 
happened. There is also little 
evidence that any significant 
regulatory changes will be 
forthcoming. It is not that 
many governments did not 
take 19 October seriously 
nor that post-mortems were 
not conducted. 

The US, for example, 
analysed the crash from 
every conceivable angle. But 
despite the exhaustive work 
of the Brady Task Force, the 
Securities and Exchange 
Commission (SEC), the stock 
and futures exchanges and congres- 
sional hearings, all that really happene 
was the deepening of turf wars amon_ 
regulatory bodies, and the promise of 
yet another administration study. 


|" Britain, a much more modest 
after-action report was mounted 
which said everything is fine. Hongkong 
promised a sweeping blueprint for its 
capital markets, but not until late 
spring. Australia has studied the prob- 
lem and moved to enforce greater dis- 
closure for its firms, a measure long 
overdue. Tokyo wasted no time on 
studies, preferring to focus on steadying 
the market with the usual government 
interventions and getting on with the 
boom that is now in being. 

Even if some actions are eventually 
taken by the US and others, however, 
there is unlikely to be anything done on 
a global level. Study the thousands of 
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E INTERNATIONAL CAPITAL MARKET 


international bonds 


pages of US and British reports and 
there is almost nothing of substance 
about the international market. This 
lack of global perspective is a dangerous 
gap and reflects how little regulators 
have attended to matters outside their 
own borders. 

First, there is every reason to believe 
the global equity markets will resume 
their breakneck growth. Japan’s enorm- 
ous surpluses which cannot find enough 
gomedia investment opportunities at 

ome; the evolution of a unified market 
in the EC; the pace of NTT-type privati- 
tions which will put more shares in the 
, 1blic's hands; the growth of pension 
funds in the industrialised nations with 
greying populations which will be seek- 
ing higher returns and risk diversifica- 
tion — all this makes it inevitable. 

So does the potential of the develop- 
ing economies which now account for as 
much as a third of the world's GNP 
but only 2% of its sharemarket capitali- 
sation. 

Secondly, the more round-the-world 
markets become, the more the fate 
of national economies are linked, and 
the more global will be a crash the next 
time a major market takes a dive. Creat- 
ing a global regulatory framework for 
securities which is fair, efficient and safe 
is a Herculian task. 

Coming to grips with the world 
equity markets will get national reg- 
ulators into some explosive political 
thickets. For equities, unlike bank debt 
or bonds, mean ownership and control. 

^o anything new with the market for 
ares and you have stirred up a so- 
ciety's fundamental economic and cor- 
porate structure, stirred up its power 
brokers and privileged conglomerates 
which hog a nation's savings pool. Tak- 
ing the lead in this area is not the best 
way to run for public office. 

Politically charged as it may be, a fo- 
cused regulatory agenda for the interna- 
tional market ought to be drawn up. In 
the first instance, the action must be be- 
tween the US, London, and Tokyo, 
where some 85% of all equity trading 
takes place. But it would be a mistake to 
think that this club of three can or 
should go too far on its own. 

Other advanced markets are closely 
linked to the big three: Canada, Austra- 
lia, Hongkong. New forces like South 
Korea, with its need to finance massive, 
long-term industrial expansion, or 


| 


Taiwan, with the requirement to invest 
its USS$75 billion hard-currency re- 
serves, must be part of the picture. 

For most of East Asia, the develop- 
ment of stronger domestic equity mar- 
kets, and the ability to grab the brass 
ring of the global equity merry-go- 
round ought to be top goals. Equity 
markets are key to creating company 
balance-sheets which are not over-bur- 
dened with debt. They are also neces- 
sary to spur small, innovative companies. 


W hile growth prospects in Asia seem 
better than the rest of the world 
now, it is here that securities markets 
have a long way to go to clean up their 
act. 

On a national level, many rules made 
for domestic reasons have still touched 
foreign interests. As Australia and New 
Zealand crack down on financial-disclo- 
sure standards for public companies, for 
example, would-be 
foreign investors 
will be encouraged. 
As Japan tightens 
up on its insider- 
trading laws, its 
market is seen in a 
better light in New 
York or London. 
When the Singa- 
pore exchange 
strengthened capi- 
talisation. require- 
ments for its mem- 
ber firms, it put itself in a better position 
to be a part of the international market. 

There have also been national initia- 


tives designed specifically to attract for- | 


eign business. Tokyo has, of course, re- 
cently allowed foreign firms to join its 
stock exchange. In the US, the SEC has 
been searching for ways to accommo- 
date overseas issuers with “practical” 
exceptions to rigid US laws, such 
as accepting the prospectuses of 
selected foreign companies as long as 
they meet the rules of their home coun- 
tries. Taiwan has announced new laws 
to make the entry of foreign firms 
easier. These measures, however, have 
been very slow to unfold. 

On a bilateral level, the action has 
been in link-ups between two markets 
— Boston and Montreal, or the NAS- 
DAQ and London, for example. The 
impact of these are modest so far, with 
the number of linkages growing much 
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faster than the in 
crease of busines 
channelled through 
them. | 
Other agreements: 
have concerned anti: 
fraud prosecution be- 
tween governments. 
The latest two were 
struck earlier this- 
year, one between. 
Washington and. 
Tokyo which  ex- 
tended previous in- 
formation-sharing efforts, and another. 
between Washington and London, 
which included extradition provisions. 
Multilaterally, Europe has pledged 
to have a unified market among the EC 
by 1992, and may well institute a sweep- 
ing set of common arrangements for f s 
nancial services generally. These ac- 
tions could be truly groundbreaking in 
large areas like harmonising company . 
law, and in smaller ones such as finding 
a common format for share quotations. = 
On an even more international level, — 
there are a plethora of associations and 
meetings. These involve the UN, 2 
OECD, International Accounting Stan- |. 
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dards Committee and the International |. 


Federation of Stock Exchanges, all 
holding conferences on how to deal with 
the global market. None, however, has 
any enforcement power. In short, the 
ship is moving into the rapids, and 
it does not have a rudder. 

An interna- 
tional programme 
for stockmarket |. 
regulators must in- 


cate balance. | 

On the one 
hand, market in- 
efficiencies should 
be reduced. Com- 
panies should have 
the best shot at 
raising long-term. 
funds. Investors — | 
big and small — need the opportunity to | 
appraise value and assess risk with. 
minimum transaction costs. u 

On the other hand, rapidly changing. 
markets must not be allowed to crush: 
national economies. The more efficient | 
markets are, the greater the need for a 
worldwide safety net. 

Here are the guts of a high-priority 

international agenda: 
» Standards for accounting, auditing 
and disclosure. There is a need to re- 
double efforts to harmonise accounting 
procedures, or at least to agree on 
minimum standards and common 
guidelines for making information 
timely and continuous. 

There is a long way to go in this area. 
To cite a few examples, standards vary 
with regard to requirements for break- 
ing down a company's earnings by in- 
dustry and by geography, the need to 


consolidate information of all sub- |. 


SFAR EASTERN ECONOMIC REVIEW e 14 APRIL 1988. 






deed strike a deli- | 









 sidiaries, and the treatment of such 
items as lease transactions, joint ven- 


“tures, inventories and retirement 


| benefits. 


In some countries, accounting is gov- 
-erned by rigid statutes designed to re- 
flect tax liability, while in other cases, fi- 
‘nancial reporting is allowed to be much 
clearer with respect to a company's true 
situation. To date, harmonisation effort 
seems to have taken place mostly 
through the voluntary efforts of private 
accounting firms. | 
py Efficient and compatible systems for 
clearance and settlement. The problems 
stock exchanges have in processing or- 
‘ders constitutes a major bar to the 
-growth of foreign transactions, since in- 
-efficient clearance and settlement raises 
| the costs of trading and decreases mar- 
| ketliquidity. Cumbersome physical-set- 
tlement practices, late deliveries and 
physical loss of securities is a major risk. 
In one way or another Australia, Hong- 
kong and Thailand all have significant 
“backroom” problems. 
Another type of problem involves 
credit and currency risks associated with 


F : different transaction and settlement cy- 


cles among countries. 
This can vary from one 
to 14 days. 

Bilateral linkages 
among markets helps, 
provided this results in 
upgrading of standards 
and not settling for the 
lowest common  de- 
nominator. But in addi- 
tion, regulators ought 
to consider whether to 
expand the regional 
security processors — 
such as Euroclear in 
Europe, which has 
done well with bonds — 
and whether to go 
beyond that, to set upa 
more universal body. 

» Enforcement coop- 
eration. More bilateral 
agreements to share in- 
formation leading to 
the apprehension across borders of 
fraudsters are needed. Commendably, 
the SEC in the US has been way out 
in front, concluding as many accords 
and putting as much teeth in them as 
time and effort permit. It needs a 
helping hand from governments else- 


where. 
| A model, multilateral agreement that 
- FÑ would serve as a goal for several na- 
tions to sign would give momentum to 
setting minimum standards across na- 
tional boundaries. Of course, it is one 
thing to have the right law on the books, 
and another to enforce it. Down the 
road, an international fraud squad with 
an investigatory mission and mandate 
might help to hold national govern- 
ments' feet to the fire. 

Then, when Merrill Lynch or S. G. 


| (US$ billion) 












Foreign activity 
in US stocks 
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Warburg suspected rampant manipula- 
tion in, say, a stock in Taiwan, it would 
first appeal to Taipei authorities. If that 
did not help, it could go to the interna- 
tional group. The latter need not have 
any enforcement power, but could in- 
vestigate and disclose. 
» Crisis precautions. Here, the issue is 
one of prudential controls. Over the 
past decade, banking regulators have 
wrestled to establish two kinds of con- 
trols over commercial lenders. Follow- 
ing bank failures in West Germany and 
Italy, they have worked to clarify their 
respective responsibilities as lender-of- 
last-resort in the event of a major bank 
failure across borders. 

Next, mostly in reaction to the Latin 


104 US activity 
in foreign stocks 


Purchases 


American debt fiasco, the regulators 
have agreed to harmonise capital re- 
quirements for their respective banks. It 
is time to apply such efforts to securities 
firms, through which trillions of dollars 
are now passing daily. 

A starting point might be govern- 
ment-to-government agreements to 
share information on the principal 
broker-dealers and their subsidiaries. 
Big question: whose responsibility is it 
to do this, since there is no Bank for 
International Settlements (BIS) for 
broker-dealers? Answer: set up a sub- 


committee in the BIS, and use the same | 


eople who worked on the commercial 
banks. Call them something different, if 
sensitivities require. 
One organisation needs to take the 
lead in developing a global framework 
for securities regulation generally. For 
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INTERNATIONAL TRANSACTIONS IN CORPORATE STOCKS 


REVIEWGRAPH by Barmy Lee and ivan Kwang 


: the near futi 


" ‘ 


and the likes of the IMF or the Asian 


i Development Bank for broader eco- 
| nomic issues. There are multilateral ef- 
| forts to deal with the environment and 


aviation, to take but two examples, and 


| the BIS is busy keeping central banks — 
! and through them, commercial banks — 


as much under surveillance as possible. 
But there is nothing similar for the sec- 
urities business. 


t the least, the more powerful reg- 

ulatory authorities in Washington, 
London, Brussels and Tokyo ought to 
meet with their central-bank counter- 
parts and come. up with a common 
agenda and some priorities. 

Sceptics will say that this agenda is 
far too ambitious. Their concerns can- 
not be dismissed, for at the least, reg- 
ulators will be pushing boulders up 
steep inclines. One big problem, espe- 
cially outside the top three markets, is 
enough technically qualified staff in the 
regulatory ranks. It is true of Taipei an 
Bangkok, to take tw 
obvious cases in East 
. Asia, but regulators are 

severely stretched in 
Hongkong and Austra- 
lia, too. 

In fact, the comple- 
xities of risk assess- 
ment in a world of cur- 
rency and interest-rate 
swaps, multiple classes 
of securities and all 
manner of derivative 
instruments, is difficult 
enough for big, sophis- 
ticated firms whose life 
is on the line each day, 
let alone for less natur- 
ally motivated officials 
in stock exchanges and 
finance ministries. Big- 
ger budgets, better 
education, more infor- 
mation sharing an 
training between sophisticated regula 
tors and their less-experienced brethren 
are in order. Such training could be ex- 
tended abroad by the exchanges of New 
York or London or Tokyo, as well.as by 
government teams. 


Among countries there are also a , 


host of fundamental differences of law 
and custom. It is difficult to conceive 
that the financial openness and legalistic 
procedures of the US will be duplicated 
in Europe and Asia, nor is that neces- 
sarily desirable. | 

Fundamental national differences 
arise for an issue like insider trading, 


too. There are few, if any, instances of 


either Japan or Australia having suc- 
cessfully prosecuted an insider-trading 


case, regardless of what the law says. | 


Tokyo has just upgraded its law, but in- 


siders of one sort or another and the 





| Nations have the Group of Five for 
coordinating currencies, Gatt for trade, 







iouscan- | | 
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| | ht relationships between fi- 
| nancial and industrial groups makes real 
| enforcement problematic. 

It is even difficult to find common 
ground Miu to an issue like capi- 
tal adequacy. In Britain, for instance, 
market makers are generally part of 
large financial conglomerates with ex- 
tensive back-up facilities. In New York, 
the specialists en independent 


















firms without similarly deep pockets. 
Regulato: have to do their best 





to overcome these hurdles, and they 
would be helpe lance ministers and 
central bank governors lent more of a 
hand. ral 
But, sad to say, even a greater effort 
on this straightforward agenda will 
probably not be enough. No one can 
really anticipate what tomorrow's mar- 
kets will be like, but it is a good bet that 
they will not be a straight extrapolation 
of the present. Therein lies the chal- 
lenge for regulators: to at least make an 
effort to anticipate new trends, rather 
than merely react to the latest ones, 
It is not science fiction to say that 
within the next decade, some 15 global 
*curities firms will so dominate inter- 
ational share transactions that finan- 


Hongkong market shutdown: safety not needed. 





‘ial supervision will basically mean 
upervising them. If this happens, reg- 
ulators will have to find a way to 
monitor the inner workings of these 
goliaths. | 
We can envision that many major 
stock-exchange floors will give way to 
totally electronic trading as happened in 
London; that institutions will deal with 
| one another, computer-to-computer, 
| placing orders through a black box and 
. eliminating not only exchanges but 
, broker-dealer intermediaries them- 
' selves. 
The point is not to dream up scripts 
fora new science-fiction film. It is, how- 
ever, important to ask if regulators are 


. even moderately prepared for what lies | 


. ahead. Stodgy incrementalism will not 
be enough. But if history is any guide, 
that is probably all we will get — until 
the next crisis. 
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Shining prospects 


Diamond sales boom in Sri Lanka 
| 
| 


By Manik de Silva in Colombo 


The business of cutting and polishing 
diamonds has suddenly emerged in 
Sri Lanka as one with glittering pros- 
pects. Encouraged by the large profits 


that have been made by the pioneering 


| 
| 
| company in the field, and backed by an 
| array of government incentives, several 
| new firms are aggressively moving into a 
| business which analysts believe can play 
| an important role in boosting foreign- 
| exchange earnings. 
|. Sri Lanka's diamond exports grew 
| from a modest Rs 219 million (US$7.1 
| million) in 1982 to more than Rs 1 bil- 
| lion in 1986, the latest year for which ac- 
curate figures are available. But govern- 
| ment officials and those in the industry 
| believe that if it is developed efficiently, 
| the diamond-cutting and polishing in- 
_ dustry could become Sri Lanka's top 
| foreign-exchange earner. “It can grow 
| quicker and bigger than the garments 
| industry [which for the past two years 
_ has earned more foreign exchange than 
| tea] if we set about it properly,” pre- 
| dicts Export Development Board 
| (EDB) chairman Asoka de Lanerolle. 
He believes that a small number of 
companies with high turnovers could 
achieve this objective. “We can’t aim at 
| the top end of the business and must not 
go for the bottom,” he says, “But what 
we have already achieved shows there is 
plenty of room in the middle.” A feasi- 
bility study conducted by international 
accountants Coopers and Lybrand on 
behalf of the Sri Lanka Private Enter- 
prise Promotion Project, also pointed 
| in this direction. It concluded that dia- 
| monds processed in Sri Lanka have 
| gained an international reputation for 
| high quality. This reputation, it 
suggested, could be built on using the 
existing cheap labour force already ex- 
perienced in processing gems. 
| To give the fledgeling industry the 
| necessary impetus, the government is 
offering a series of incentives. These in- 
| 
| 
| 
I 
| 
| 
} 
| 
| 
| 
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clude the duty-free import of machinery 
and other equipment required by the in- 
dustry as well as rough diamonds des- 
tined for export. Cut and polished dia- 
monds are also exempt from business- 
turnover fax, and corporate profits 
earned from diamond exports are 
exempt from income tax for an unli- 
mited period. In addition, concession- 
ary financing, export grants and pre- 
shipment credits are also being made 
available under a variety of schemes. 
At present, Sri Lanka's major 
polishing and cutting company is Blue 
Diamonds, which first pioneered the 
business in 1976 and since has grown to 





Ll operate a facility employing nearly 











the world. It hit a rocky ] ) 
years ago as a result of. 
financing, thefts and an u 
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1,000 workers — one of the 


lationship with foreign collaborat 
But since joining up with Belgia! 1 di 


mond company,Rosy Blue NV, its | 
tunes have dramatically improved and 
is largely responsible for ‘the rapi 
crease in Sri Lanka’s diamond exports. 


Although export figures for 1987 are 


not yet available, de Lanerolle expects - 


in part to the contributions of Blanka _ 
Diamonds, a Belgian company employ- 















ing 400 workers whose factory is sited in. ce 
the free-trade zone (FTZ) north of Co |. — 


| ombo. Blanka is the largest of three dia- 


mond-cutting and polishing companies - 

at present operating out of the FTZ. A. 

fourth company has been given permis- | 
| sion by the Greater Colombo Economic 


| 
| 
| 
| them to be up 25-30% in value, thanks 
| 
| 
| 
| 
| 
| 


Commission to set up a factory. 


cess of starting operations outside the 
FTZ. Ceylon Diamonds — a partner- 
| Ship between the Sri Lankan trading 


| hree companies are also in the pro- 
| 


house of Carson Cumberbatch and Co. 

(51%) and Belgium’s Acher Diamond 
| Corp. — expects to be operating with a 
| workforce of 120 within six months. It 
will be joined by Phildiam, a partner- 
ship involving Sri Lankan industrialist 
Sohli Captain and Diamond Cutters, a 
subsidiary of Sri Lankan importers, Ab- 
bans. 

There are several more potential 
partnerships in the pipeline, but de 
Lanerolle hopes to limit the field. “Six 
to eight companies, maybe 10 at a 
maximum,” he said. If the number goes 
beyond that, he fears it will lead to cut 





but also for the available workforce. 


Competition for workers has already — 


had an impact. One company has raised 
wages by 20% and newcomers admit 
they are willing to pay a premium to at- 
tract trained workers. This has led to re- 
criminations within the industry but also 
to greater cooperation. Under the prod- 
ding of the EDB, industry companies 

| have created the Sri Lanka Diamond 
Manufacturers’ Association. 
“Our objectives are to project the 

| 
| 


country as a good diamond-cutting. 


centre," says Jagarth Fernando, man- 


aging director of Keel Diamonds. *We | 
also want to get training schemes going, | 


facilitate import-export documentation 
and do the host of other things an indus: 
try like this needs." The EDB is al 


providing soft loans to help finance the |- 
training of new cutters. = D 
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The ADB ventures into developing capital markets 


By James Ciad in Manila 
warm reception by mostly Japanese 
institutional investors to a US$100 

million Asian Development Equity 
Fund (ADEF) has given the fund’s staid 
parent, the Asian Development Bank 
(ADB), an unexpectedly inventive 
reputation. And the fund's aggressive 
lobbying for more streamlined capital 
markets has blunted criticism that the 
bank still shies away from trying to 
liberalise Asian economies. 

The ADEF emerges as a twin-track 
investment vehicle, four-fifths of which 
is earmarked for Japanese investors. 
Conceived inside the bank in July last 
year and approved by the ADB board 
just six months later — fast by the 
bank's standards — the ADEF com- 
prises two portfolios, A and B, both 
of which must invest in the ADB's 
27 “developing member countries" 
(DMCs). 

Portfolio A must put no less than 
40% of its assets outside the well-estab- 
lished Hongkong, South Korea, Singa- 
pore and Taiwan capital markets; for 
Portfolio B, a slightly more conserva- 
tive 3096 will suffice. 

With three investment managers, an 
advisory panel which will convene each 
year, and the bank's nominees on the 
ADEF board, the fund gives the ap- 
pearance of cluttered management. 
Templeton, Galbraith & Hansberger 
manage Portfolio A, while Nomura 
Capital Management (Nimco) and Mor- 
gan Grenfell manage Portfolio B. ADB 
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development-finance officials told the 
REVIEW the top-heavy appearance is il- 
lusory. The panel is envisaged as a type 
of “capital-markets brains trust" for 
Asia. 

Following its nearly 30% over-sub- 
scription in January, the ADEF has al- 
ready invested in five countries. By Feb- 
ruary, varying Ee of about 
US$2 million had gone into equity in re- 
gional investment companies (5576), 
banks or development-finance institu- 
tions (3796), telecommunications firms 
(4%) and metal products or construc- 
tion companies (4% ). 

The spread of buying covers Hong- 
kong (32%), the Philippines (4% ), Sin- 

apore (1%), Taiwan (5576) and Thai- 
land (8%). Although these Nimco- 
supplied figures are admittedly sketchy 
they suggest the ADEF is laying a foun 
dation in the "solid" capital markets be- 
fore moving into DMC markets. Nimco 
said the tiny returns on ADEP’s still 
small invested amounts showed an an- 
nualised 1496 return for Portfolio A and 
about 1196 for Portfolio B. 

Of ADEF stock placed in Japan 
(US$80 million), insurance companies 
took US$65.8 million and other invest- 
ors the remainder. Outside Japan, two 
of the fund's nine underwriters, James 
Capel and Credit Lyonnais, sold 
US$1.5 million in Britain, US$3.7 mil- 
lion in France and lesser amounts else- 
where in Europe. In Asia, Singapore in- 
vestors took another US$3 million. 
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HOW ADB EXPECTS THE FUND TO PERFORM 


(USS million) 
70* 


"PORTFOLIOA 


Bank officials Akira Tsusaka and 
Ivan Zimonyi (whose brainchild the 
* DEF is) are travelling to promote the 

nd. They recently went to India, 
rakistan and Sri Lanka, with the 
ADEF's managers in tow. In April they 
will go to Indonesia and to South Korea 
in May. 

They said the foreign managers 
are all happy “to use the bank’s contacts 
in unfamiliar countries,” especially in 
South Asia. "When designing the 
fund," Zigonyi said, "the managers 
wanted to go to safe places only. We 
told them this was not acceptable.” 


|" each place the bank's message is the 
same: "Before the fund can invest it 
would be helpful if you straightened out 






rules." Zigonyi singled out "inimical tax 
rules, such as capital-gains tax," as mak- 
ing ADEF entry more difficult. The 
ADEF also wants a better attitude to re- 
patriating profits and more new listings 
in most markets. 

This checklist is still difficult to 
stomach in South Asia, and the South 
Korean capital market remains too 
much an inside-player affair. As a con- 
dition for an ADB credit in December, 
the Indonesian Government promised 
to liberalise its equity market, which 
Tsusaka described as "dead." He added 
that "it is being realised increasingly in 
every DMC that other capital-raising 
methods are needed, besides debt fi- 
nance." 

"Ihe DMCs are increasingly more 
amenable 


REVIEWDIAGRAMS by Andy Tang and ivan Kwang 





to conducting a policy 





| ca" 


cerning the financial sector and capital 


market,” said one recent internal ADB 


paper. l 
The bank is now making plans for 
creating a country mutual fund in 
the Philippines and for venture-capital 
companies in Thailand. A 7-9 April 
symposium in Bangkok will discuss ven- 
ture-capital financing in Asia. 

Ironically, the bank's independent, 
go-ahead approach in developing capi- 
tal markets could cause later problems 
with its owners. The three fund mana- 
gers were selected simply on the basis of 
bank staff preferences — a big contrast 
to tedious tendering procedures for the 
bank's normal project loans. The in- 
house decision to give Japanese invest- 
ors 80% of the fund, while applauded as 
one more way to recycle Japanese 
money into the region, in different cir- 
cumstances might appear somewhat 
arbitrary. 

Finally, despite the well-received ini- 
tiative, the diminutive bank stake (596) 
in the ADEF seems strikingly at vari- 
ance with the bank's proselytising zeal 
for capital-market funds. The next step 
may be a change to bank rules that re- 
strict its direct investment to such small 
amounts. 
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dialogue with the bank on issues con- 
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Lowering the boom 


New Indonesian oil minister may signal policy switch 


By Michael Vatikiotis in Jakarta 


T unexpected appointment of Indo- 
nesia’s former junior investment 
minister Ginanjar Kartasasmita as min- 
ing and energy minister points to à 
change in emphasis by Jakarta from its 
| preoccupation with oil production and 

marketing to a more broadly based 
energy-development policy. It may also 
lead to a change at the head of the state 
oil company, Pertamina. 

With his investment background the 
46-year-old, Japanese-trained Ginanjar 
was expected to emerge with the trade 
or industry portfolio — if not both — in 
President Suharto's new cabinet an- 
nounced on 21 March. In the event, he 
replaced the long-serving Subroto as 
top energy policymaker. 

The departure of Subroto truly 
marks the end of the oil-boom era in In- 
donesia. Although sources say Subroto 
did not leave under a cloud, it may not 
have been such a bad idea to have à 
change of minister at this stage. Sub- 
roto, the former chairman of Opec, was 
good for Indonesia in the heyday of 
Opec's strength, analysts say. But times 
have changed. 

Subroto gave prominence to oil and 
took little interest in expanding other 
areas within his ministry's area of re- 
sponsibility. While this has undoubtedly 
worked to the advantage of foreign oil 
companies, many of which are currently 
in the process of re-negotiating produc- 
tion-sharing contracts (PSC), it proved 
an obstacle to the development of à 
more efficient private minerals sector 
and the now-urgent diversification of 
domestic energy production away from 
dependence on oil. Both these areas 
need developing if Indonesia is to 
maximise potential earnings from the 
resource sector in the near future. 

Ginanjar's arrival has therefore been 
met with a mixed reaction. Sources 
close to Pertamina say that he received a 
cool welcome. According to some 
sources, the job of oil minister might 
have gone to the current head of Per- 
tamina, A. R. Ramly. 

There is some indication 
that the top-level shake-up | 
within Pertamina that has 
been in progress for the past 
18 months will continue. 
There are also rumours that 
Ramly, who has led Per- 
tamina for the past four-and-a 
half years, may leave after a 
decent interval — a not un- 
common situation with a 
change of minister. But few 
other changes are expected on 
the board, on which Ginan- 

















-Pertamina will proce 
| despite resistance from the 
| state oil company. In sup- 
port of this, it was an- 
nounced that the West 
German group Thyssen 
Rheinstahl Technik will 
build a US$916 million 
aromatics plant in Arun, 
| North Sumatra with PT 
| Humpus Aromatic, a com- 
| pany controlled by 
Suharto’s youngest son, 
Hutomo. The plant, which 
is expected to.come on stream in 1991, 
will have the capacity to produce 
217,000 tonnes of paraxylene and 
405,000 tonnes of benzine a year. 

Of more immediate importance to 
Indonesia, however, is the prospect of 
maintaining a viable price for its oil over 
the next 12 months. Current market 
conditions are making it difficult for In- 
donesia to sell its oil at the Opec fixed 
price for Minas Crude of US$17.56 a 
barrel, and Pertamina is said to be ask- 
ing its neighbours for extra storage 
capacity. | | 

More alarmingly, Ginanjars a 
pointment coincided with pressure from 
Japan — Indonesia's major customer — 
to sell them oil at a discount price. 
Thrown into the fray less than a week 
after his appointment, Ginanjar denied 
reports that Indonesia was selling at 
US$16 a barrel for April shipment. But 
independent sources in the industry in- 
sisted that Indonesia was discounting 
sales to Japan by US$1.56 a barrel in 
line with other Opec members. 

However, sources say that the new 
sales agreement with Japan, which 
takes 5296 of Indonesia's oil accounting 
for 13% of Japan's total crude-oil 
imports, may have traded apparent 
maintenance of the benchmark price 
today in return for the expectation of 
discounts in the future. “The Japanese 
can afford to resist discounts today, but 
use the pressure to buy discounts in the 
1990s when they will need them," an 
analyst told the REVIEW. | . | 





jars brother, Indra Kar- 
tasasmita, is the longest- 
serving director. 
Ginanjars extensive 
experience in dealing with 
both domestic and foreign 
investment is seen as a potential plus. 
“We would like to see the streamlining 
of rules and procedures to encourage 
foreign investment similar to his work 
at the Investment Board," a foreign 
gas company executive told the 
REVIEW. Others are confident that the 


Subroto: replaced. 


so-far smooth but sluggish pace of PSC 
renewal will receive Ginanjar's atten- 
tion. 

The new minister's experience in the 
field of domestic investment may also 
help expedite the so-far sluggish rate of 
reduction in the use of oil as a domestic 
energy source. The freeing up of more 
oil for export is assuming more impor- 
tance as oil reserves and Indonesia's 
ability to meet even its present Opec 
quota decline. Sources in the industry 
say that the use of readily available nat- 
ural gas for power generation could be 
developed more quickly if the state elec- 
tricity corporation, PLN, could be per- 
suaded to buy it at current prices. 


| 
| 
i 
| 
| 
i 
hile, Ginanjar’s reputed “nation- | 
alist” credentials may have seen | 
him opposed to the over-zealous dere- | 
gulation of the economy, they could 
prove advantageous to the rationalisa- 
tion of the hydrocarbon sector. His | 
closer links with Technology Minister | 
B. J. Habibie, who heads a national 
committee on energy and sits on the 
Pertamina board, will reduce the inter- 
departmental tension generated under | 
Subroto. Habibie recently said the gov- 
ernment “will go on with the plan" to 
build a nuclear power station in Central 
Java, though a decision on this is not ex- 
pected until 1990. 
Industry Minister Hartato's reten- 
tion in the cabinet is regarded as a sign 
that development of a petrochemicals | 


signalled a weakening commitment 
towards Opec. So it seems that In- 
donesia’s threatened retaliation against 
Opec over violation of quota and pric- 
ing agreements by other mem- 
bers of the cartel, signalled by 
Ramly at end-1987, does not 
have backing from higher up. 

Ginanjar's first. exposure 
to Opec will be at the 9 April 
meeting of the cartel's price 
committee in Vienna. With 
Subroto at his side in the 
capacity of adviser, and 
Suharto’s seemingly unwaver- 
ing commitment to Opec, the 
new minister is unlikely to 
strike a radical posture at the 
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Ginanjars denial of discounti |. 
scotched rumours that his appointment 
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NO SERIOUS BUYER CAN AFFORD TO MISS 
THE TAIPEI WORLD TRADE CENTER 


During its first year of operation Taipei's new rnuttimilion 
dollar World Trade Center attracted 1.7 million visitors and 
more than 100,000 buyers. Fourteen major international trade 
shows were held in its spectacular exhibition atrium, and 20 
are already scheduled for the coming year 

For buyers, the Taipei World Trade Center has it all 
multilingual staff, computerized communications, intercontinental 
data base services through the World Trade Center Network. 
and restaurants; 2,820 display booths and 1,027 permanent 
showrooms displaying the products of over 2,500 importers 
and exporters. Everything from machine tools to ladies 
garments, all under one roof in Taipei, the heart of the Asian 


Pacific marketplace. 
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BAYA) TRADE CENTER 

5 Hsinyi Road, Sec. 5, Taipei 10509, Taiwan, Republic of China 

Jel: (02)725-1111 Telex: 28094 TPEWTC & 10571 TPEWTC Telefax: 886-2-7251314 

Operated by: China External Trade Development Council 

Yel: (02)715-1515 Telex: 21676 CETRA Telefax: 886-2-7168783 


For further information. contact our branch and representative offices: Hong Kong 5-251647; Jakarta 351212; 
Kuala Lumpur (03)2426176; Manila 46-18-80; Singapore 2224851; Bangkok 2519393-6 
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The Review Publishing Company Lim- 
ited is now publishing a quarterly index 
which details by country and date ev- 
erything that has appeared in the 
Review. The index is available ona 
each quarterly index will be sent : 
automatically as soon as it becomes av- 
ailable. A vital research tool, the F 
index will save hours of needless 
searching for information. ORDER 
YOURS TODAY! Only HK$290 
US$37.50) for 4 quarterly issues. Just 
complete the coupon below and send 
with your payment. 
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We'd like to introduce a new weekly newsletter titled “ASIAN MARKETS MONIT 
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They know that Dubai’s Jebel Ali Free Zone m No personal | income taxes. 


| has introduced exciting trade freedoms m No import duties/export taxes. 
| and benefits, enabling companies to set up m Unlimited cheap energy. 3 
esi wn LL They also know that WI ith superb facilities 
| including an extensive infrastructure, state-of- 
Just look at these benefits—unique to Jebel Ali. the-art communications, accommodation, 
m 100% foreign ownership. hotels, hospitals, security and every modern 
m Unlimited transfer of profit and capital. amenity, Jebel Ali is a unic 
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que opportunity for | 
m Nocorporate taxes for a minimum of 15 years. Middle and Far Eastern markets, | 
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Fund and games on Dalal 


e WITH the Indian b 


udget safely out 
-10 Mar.), all the 
he Bombay stock- 
to feel satisfied. 























Long-standin ds have been 
satisfied and 1i ars have been 
allayed. Corp Is, 





whole, not sc ay 

still morbidly inward-looking, anorexi- 
cally thin and given to sudden fits of de- 
pression? — > 

Finance Minister N. D. Tiwari got 
his maiden budget away without pre- 
cipitating a major market crash once it 
became clear that the tax axe would not 
fall as heavily as industrialists had 
feared. As if a reward for having taken 
| the populist, farm-oriented budget in 
< Stride, brokers finally won repeal of the 
' long-standing ban on forward share 
_ trading. More institutional money, re- 
. flecting a greater diversity of views, 
-oand its way into the market as two 

blic-sector banks, State Bank of India 
(BI) and Canara Bank, weighed in 
with Rs 1 billion (US$77 million} apiece 
of mutual fund money to invest. 

But the advent of the new mutual 
funds seems to be a mixed blessing, at 
best, because of the way the money is 
being used. The two banks are trying to 
throw their weight around by ramping 
shares according to the oldest scam in 
the book. They buy a basket of blue 
chips at the bottom of the market, run 
the index up a few points, sell out and 
wait for the push-off effects of their own 
sale to bring prices low enough for them 
to buy in again. The result has been a 
yo-yo market for the past couple of 
weeks with the Stock Exchange Index 
oscillating between 400 and 420. 

So much for the “professionalism” 
that bankers were supposed to inject 
into the market by taking up seats as full 
members of the bourse in their own 
ht rather than acting through brok- 
3. And so much for the back-to-funda- 
mentals investment philosophy and 
long-term holding strategy that mutual 
funds are supposed to favour. 

The flightiest dalal (broker) in Bom- 
bay can outfox the bankers at this sort of 
ramping game. And the sheer size of the 
mutual funds’ portfolios no longer con- 
fers much immunity now that brokers 
can leverage their positions once again 
on forward markets. It is just a mat- 
ter of time — days, not weeks — be- 
fore SBI and Canbank get their come- 
-uppance. 

: That would not matter so much if it 
happened in a robust market. But in the 
convalescent Bombay market, it could 
set off a bearish relapse that would leave 
the bourse in no position to capitalise on 
the summer monsoon. 

.. If normal rains return (after five suc- 





Street 


cessive monsoon failures have resulted: 


in the country’s worst drought in a cen- 
tury), business could rebound from the 
effects of depressed demand and 
emergency government levies. The ap- 
petite for new capital could be im- 
mense. 

But investors who were burned after 
the 1985 equity boom went bust will not 
flock back for new issues unless they see 


the secondary market on an even keel. | 


A pre-monsoon round of ramp and 
counter-ramp could convince investors 
that the bourse is all chutes and no lad- 
ders. And if, by a perverse twist, the 
rains fail once again, an over-ramped 
market could lapse into a terminal 
coma. 

€ WHILE all this was going on, what 
of the grand-daddy of institutional 
investors on the Bombay Stock Ex- 
change, the government-controlled Unit 
Trust of India (UTI)? It, apparently, 
has been under unremitting pressure 
from New Delhi to : 
offset any bearish trend 
that emerged. 

Without holding a 
brief for the antics of 
the other mutual funds, 
Shroff wonders why 
UTI — or any other 
market player, for that 
matter should be 
dragooned into invest- 
ing against its economic 
judgment just to pre- 
serve the government's 
face. Is it an index of 
New Delhis current 
hypersensitivity, amid 
rumours of snap polls 
in the offing, that it 
should regard each 
day's trading as a ref- 
erendum on its policies 
and peccadilloes? No- 
body asked UTI to “lean against" the 
euphoria of 1985, when the glamour 
(now all but forgotten) of the incom- 
ing Rajiv Gandhi administration jack- 
ed up speculation to unprecedented 
heights. 

Even with the burden of New 
Delhi's injunctions, UTI is doing all 
right for itself on the bourse these 
days. Net asset value of its London- 
listed India Fund is appreciating stead- 
ily and its market price, in sterling 
terms, is holding its own. That amounts 
to solid performance, considering the 
steady depreciation of the rupee against 
sterling. 

Having clawed its way back to about 
70 p a £1 par-valued share, the India 
Fund could be in a position to lure back 
the Non-Resident Indian (NRI) invest- 
ors who so precipitately deserted it after 
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test new issue in recent months: acomic | 


| a particular company to earn good pro- | 
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last October's Black Mond 
rates the scrip a bargain at 
only the currency risk coul: 
Forward dollars would do th 
the rupee has been holdin 
steady against the greenback. - 
Or, better still; the UTI co 
around to issuing its long-postp« 
dollar-denominatec 
the returns are in: 
















order, too. Asian I 
president Masao Fujiok: 
Delhi on 25 March, raise 


























































though. m 

And the suggestion« 
jibe with the rumoured deci: 
strict venture-capital funds, at least ir 
tially, to public-sector financial institu- 
tions. Where this would leave the al- 
Ropenrcormet ready-launched ven- 
| ture-capital fund of 
Grindlay’s merchant 
bank remains un- 
clear. 

A spate of other 
privately sponsored mu- 
tual fund products 
remain in abeyance due 
to regulatory inertia 
and market anaemia. 
Declining etro-sur- 
pluses in the Gulf could 
also mean a downturn 
in the fortunes of 
 small-time NRI invest- 
ors on whom these pro- 
ducts rely. Industria- 
list Ashoke  Birla’s 
mutual fund joint ven- 
ture with London mer- 
chant banker S. War- 
burg remains on ice, | - 

the market bright- | 








at least until 
ens. F 
So Birla’s investment amanuensis, - 

Ajit Dayal, is biding his time by bringing . 
out what has become Dalal Street's hot- — 


book, patterned on Japanese instruc- 

tional manga, called The Stock Market — 
— An Easy Introduction. In it we learn |. 
such homely truths as: ^If peopleexpect |. 


fits in the near future, they will tend to. 
buy the shares of that company . .. [and] 
if they expect a company to make a loss 
or show less profits, they will tend to sell — 
the shares of that company." ] 

Somebody should break that newsto | 
SBI and Canbank. Meanwhile, Dayalis | 
coming out with volume two of his | 
manga: " A Neophyte's Guide to Share 
Evaluation." 





MERGERS 


The Lion’s roar 


Singaporean shareholders fight against a takeover 


By Colin James in Wellington 


i: Roman legend, Androcles won the 
gratitude of a lion by pulling a thorn 
from its paw. In New Zealand corporate 
lore, corporate adviser Colin Patterson 
10 years ago helped set up a private 
company to pull a Singaporean thorn 
from the paw of Lion Breweries. He 
called the company Androcles. 


The ploy worked. Lion issued 25 mil- | 


lion shares, 27% of its capital, to An- 
drocles which was owned jointly by 
Lion, its then chairman and a director, 
and which, in turn, issued 25 million 
shares to Lion. The manoeuvre forestall- 
ed what was thought to be a stealthy bid 
by Singaporean brewer and banker Tan 
Sri Tan Chin Tuan. 

Although the thorn was pulled, the 
wound is still festering. Tan has been 
battling an attempt by Lion, now named 
Lion Corp., to merge with retailing 
giant Nathan. The merger would create 
New Zealand's fifth-biggest company 
with shareholders funds of about 
NZ$830 million (US$535.1 million) and 
assets of NZ$2 billion. The battle has al- 
ready gone several rounds in the courts 
and is due back in court in mid-April. 

Tan is chairman of Malayan Bre- 
weries and Fraser & Neave in Singa- 
pore. The two companies hold a 22% 
stake in Lion — a longstanding connec- 
tion which has left its mark on the 
New Zealand drinking scene with the 
Leopard brand, which Lion makes. The 
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| into a jointly held private company; 


| the two Malayan dire 
| board. 


their mind. They went to court instead 
for discovery of documents to test their 
suspicion that Fay Richwhite had a 
secret arrangement with Myers. Myers 
and Fay Richwhite managing director 
David Richwhite denied any beneficial 
arrangement, 

The court threw out the action, Jus- 
tice Wylie calling it *misconceived" and 
with “no prospect of success.” Malay- 
an Breweries was ordered to pay 
NZ$12,000 in costs to Lion, Nathan and 
Fay Richwhite. 

The judge found that Malayan Bre- 





| 
| 
| 
| 
Singaporean companies have been | 
making things as difficult for the merger | 
as they can. | 
The ostensible battle is over the | 
terms of the merger in which Lion has | 
agreed to buy the 35% stake in Nathans | 
held by merchant banker Fay Richwhite | 
for NZ$9.20 cash a share. | 
The price was the snag. The offer to | 
Nathan minority shareholders was one | 
Lion share for every Nathan share. | 
Nathan shares were than trading at | 
NZ55.90 and Lion shares at NZ$6.05, | 
which meant the deal was a bonus — but | 
it was a long way short of Fay | 
Richwhite's deal. Minority sharehold- | 
ers in Lion and Nathan objected, in- 
cluding Malayan. | 
A tortuous route had been followed 
to get to the point. Last December, | 
Lion managing director Douglas Myers 
planned to put his 30% holding in Lion 


sought. He noted that Myers took no 
part in the Lion board meeting which 
decided on the merger and, therefore, 
Myers could not have been breaching 
his duty or acting recklessly. 


ut Malayan sent to the New Zea- 

land Stock Exchange and to Attor- 
ney-General Geoffrey Palmer a docu- 
ment containing allegations on. the 
merger proposal. The  docume * 
prompted the exchange to call for a f 
inquiry by the government's Securities 
Commission — whose chairman is none 
other than Colin Patterson. 

After a hearing held mostly in secret, 
the Securities Commission cleared 
Lion, Fay Richwhite and Myers of any 
secret dealings to the advantage of any 
of them. 

One theory advanced by Lion and 
veteran business journalist Warren 
Berryman of the Auckland Star for 
Malayan's opposition to the merger is 
that Tan is really aiming to jack up the 
price of his agreement to the merger. 








Nathan chief executive Peter Cooper | 
and executive director Chris Mace were | 
to pool their 30% holding in their com- | 
pany into the new vehicle. The idea was 
abandoned; Myers pulled out of the pri- 
vate company. Instead, Nathan bought 
10% of Lion. 

On 5 February, Lion moved, with 
unanimous approval of Nathan direc- 
tors, to buy out the Fay Richwhite share 
and take Nathan over. The move also 
had the approval, Myers said later, of 
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But the Malayan directors changed 


weries had access to the information it 












Berryman cited two brewery mergers in 

_ the Australia where Tan obtained good 

prices for strategic minority sharehold- 
ings. 

= Malayan director Michael Fam, 

also a Lion director, and Malayan’s 

group general manager for corporate af- 

. rs, lan MacLean, insist that they are 

t opposed to the merger in principle. 
They objectto the way it has been done. 

Whatever the motive, the next move 
by Malayan and Fraser & Neave was a 
court action to block a special general 
meeting of Lion shareholders to vote on 
the merger. Malayan claimed Lion had 
not given shareholders enough informa- 
tion. That failed. 

Lion shareholders approved the 
merger by a 71% vote, though not with- 
out voluble dissent from some. There 
was some candid advice from Lion di- 
rector (and former deputy chairman of 
the Securities Commission) John Ferny- 








hough that "small shareholders have 
no rights and no say in how a company is 
run — they just pick up a dividend — 
whereas a controlling shareholder has 
so much more. The market always pays 
more for a controlling interest." 

Other approvals flowed: from the 
Commerce Commission, which found 
no competitive implications in the 
merger, and from the stock exchange, 
though it said it would re-examine ex- 
change listing rules to see whether the 
best interests of minority shareholders 
were served under conditions such as 
the Lion-Nathan merger's differential 
price offer. 

And there was also the ultimate ap- 
| proval — from Nathan shareholders. By 
25 March, Lion had acceptances from 
enough Nathans shareholders to give it 
8476 of the company. 

But the Southeast Asians fought on. 
They went back to court to have the 
| Lion meeting declared null and void — 
| or alternatively NZ$55 million of dam- 

ages from Lion (lending some weight to 

Berryman's theory). The damages are to 
compensate for what is claimed to be 
the a diminution in the value of their 
Lion shareholdings which, MacLean, 
says, will be “impoverished” by the pur- 
chase of the Fay Richwhite shares. 

The case is due to be heard in mid- 
April and Nathan has undertaken not to 
register any share transfers until 18 
April. Nathan chairman Keith Coe is 


unworried that the court action will suc- 


ceed. Lion has called it “frivolous.” 


The merger, therefore, looks certain | 


to go ahead. But that is not the end of 


the matter. In May, the Securities Com- | 


mission plans to examine the treatment 
of the minority shareholders, drawing 
on recent US decisions. 
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MARKETS 


. By Nigel Holloway in Tokyo 
J apan's markets in shares, bonds 
and foreign exchange are huge, so 
why is trading in commodity futures 
puny by comparison? This is odd, be- 
cause Japan says it was the first country 
to begin formal dealing in commodity 
- futures by establishing a market for rice 
futures in Osaka around 1730. 

The main reason is the all-too-famil- 
iar one of bureaucratic interference and 
regional rivalries. Japan has not one 
commodity-futures market, but 16. Of 
these, 12 are supervised by the Agricul- 
ture Ministry, including ones for red 
beans in Hokkaido, silk in Kobe and 
sugar in Osaka. The 
other four come under 
the guidance of the 
Ministry of Interna- 
tional Trade and In- 
dustry (Miti). The lo- 
gical thing to do would 
be to unify them into 
one exchange, but this 
would throw people 
out of work and would 
involve one of the two 
ministries relinquish- 
ing a fiefdom. 

Only one of these 
markets has any inter- 





national  pretensions 
— the Tokyo Com- 
modity Exchange 
(TCE), which has 


quietly dropped the 
suffix, "for Industry" 
from the name in order 
to attract more invest- 
ors. Although it did 
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Future conditional 


. Japan's commodity exchanges hobbled by official infighting 


not open for business until November 
1984, the exchange reckons it is now the 
seventh-largest in the world. Turnover 
in its six commodities — gold, silver, 

latinum, rubber, cotton and wool — 


totalled 9.2 million lots last year, 71% - 


higher than in 1986. 

Officials of the exchange say that 
their rubber- and platinum-futures con- 
tracts are the most popular in the world 
and that gold- and silver-futures trading 
has doubled in the past year. This is 
hardly surprising in view of the growth 
of interest on the part of Japanese indi- 
viduals and corporations in parking 


JAPANESE FUTURES FOLLOW 


London international Financial Futures 
New York Coffee Sugar Cocoa Exchange 
London Metal Exchange" 


London Futures & Options Exchange 
London Commodity Exchange) 


Mid-America Exchange 
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Diluting the white knights 


Standard Chartered contemplates a rights issue 


By Anthony Rowley in London 


he Standard Chartered banking 

group's preliminary results for 1987 
published on 30 March are not a pretty 
sight. But the beleaguered bank has 
maintained its dividend in the face of 
quite heavy losses, to encourage share- 
holders from whom it will now definite- 
ly be seeking fresh funds sometime dur- 
ing this year. 

The REVIEW understands that the 
sum sought by a rights issue will be 
around £200 million (US$369 million). 
This may also be the occasion for dilut- 
ing the holdings of the three so-called 
white knights who rescued Standard 





Chartered from a takeover bid by Bri- 
tain's Lloyds Bank a year or so ago. 

This trio — Sir Yue-kong Pao of 
Hongkong, Robert Holmes à Court in 
Australia and Malaysian businessman 
Khoo Teck Puat — jointly owns around 
47% of Standard Chartered's equity. 

It is thought highly unlikely that 
Khoo would take up his entitlement in 
any rights issue. The view in the City of 
London is that the other two, though 
they have offered support for any fund- 
ing operation, may be prepared to yield 
to institutional shareholders. 

The results for 1987 show a trading 
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some of their considerable wealth in 
precious metals (REVIEW, 26 June '86). 

Daiwa Securities caught on to the 
trend by becoming what is called a com- 
modity-commission merchant member 
of the TCE in July 1987. This means it 
can trade on the floor of the exchange 
on behalf of outside clients. It is theonly 
one of Japan's four biggest brokerages 
to make this move, unusual for a group 
which tends to hunt in a pack. The 
reason for this is that the Securities 
Transaction Law does not allow stock- 
brokers to deal in commodities, so 
Daiwa set up its precious-metals unit as 
Wago, a 100%-owned subsidiary. 

Daiwa adopted this circuitous 
method of ownership to avoid the dis- 
pleasure of the Finance Ministry, which 
has been involved in a running battle 
with Miti over supervision of the TCE. 
Ministry officials argue that precious- 
metals futures are vehicles for invest- 
ment and speculation and should, there- 
fore, be looked after by them. Unlike 
share investors, users of the TCE pay 
capital-gains tax and a transaction tax 
twice as high as that for securities. 

The establishment of a futures mer 
ket in interest rates and currencies li - 
this year or early next ought to open tar 
way to the entry of more securities 
houses into the TCE, but the Finance 
Ministry does not want to hand Miti this 
gift on a plate. Finance Ministry officials 
have made no sign that the TCE will be 
regarded in the same way as the forth- 
coming financial-futures market to be 
set up by the banks, sources say. 

Many of the TCE's members are not 
that keen on the idea, either, because 
they fear being pushed to the wall by the 
likes of Nomura and the big foreign 
commodity brokers. Merrill Lynch is 
taking a close interest in the TCE and 
Long-Term Credit Bank has purchased 
a strategic stake of 3% in Tokyo Gen- 
eral, one of the larger commission mer- 
chant members. 0 








profit of £362 million compared with 
£394 million in 1986. After a charge of 
£234 million for bad and doubtful deb. 
and exceptional items of £441 millio..,- 
however, Standard Chartered's pre-tax 
result for the year was a loss of £274 mil- 
lion. This compares with a profit of £254 
million in the previous year. : 
The result of all this has been to re- 
duce ordinary shareholders' funds from 
£1.3 billion at the end of 1986 to £717 
million at the end of 1987. Equity as a 
percentage of total assets at Standard 
Chartered has declined from 4.4% to 
2.896. Most British clearing (commer- 
cial) banks enjoy a ratio of 5% or above. 
By no means does all of the £400 mil- 
lion or so required to restore the equity 
ratio needs to be raised through a rights 
issue. For every £1 of "first tier" capital. 
the bank raises through a rights offering, 
it can bring into its capital base a £1 of 
“second tier" capital in a form such as | 
perpetual floating-rate notes. 












. agriculture-based products. This helped 
Offset a decline in the state industrial 





| schemes for power supply — also had There was growth in the importofin- | year. The M2 me i 


| published figures. | (US$395.7 million), an improvement | of finance minist 






| Tk Sri Lanka economy — which was 

expected to grow around 3% in 1987 
| — has performed below expectation. 
The central bank has indicated that 
























from the previous year's SDR 
On the services side, - 
did not do very well, with 
its product with rising production of | the doldrums. Visitor arri 
packeted tea and tea bags — encour- | more than 400,000 in 198 
aged by fiscal incentives. last year and projections a 
The country's economic planners are | number will dip below 150,000 
growth would be 1.5-2% , largely due to | also pleased that, despite some un- | A 20% decline in tourist arriva 
poor performance by the drought-hit | favourable circumstances, the balance- | corded in the first quarter. H 
|. farm sector. Agriculture fell 6% from a of-payments position improved last improvement in port and ins 
 yearearlier with many major crops such | year. Exports were up 4% in special 
as rice and coconut doing badly. Tea drawing rights (SDRs) and imports down 
| production rose a mere 1% — not | 4%. The trade deficit declined 19%. 
enough to offset losses elsewhere. Export growth was largely due to in- 
Rice production fell 1896; coconut, dustry's performance, with the export 
25%, and rubber, 11%. The dry wea- | value up from Rs 16 billion (US$516.1 
ther hit other areas, too. Sri Lanka — million) in 1986 to Rs 20 billion in 
. which depends on several hydroelectric | 1987. 
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terms in 1987 and 
dollar — a tren 








to contend with reduced electricity | termediate goods, while imports of cap- | 15% in 1987, m 
. Supplies because of the drought. This | ital goods fell 7% and consumer-goods part of the vea 
meant using high-cost thermal back-up | imports, partly due to a depreciating Colombo's | 
to produce electricity, which still fell rupee, declined 3%. The current ac- stockmarket has be 
18% last year, according to as-yet un- | count was in deficit by SDR 266 million | cline this year, fo 


On the plus side, the industrial sector dvi 

a whole grew, due largely to private- - pup — p terprise. The ¢ 

-sector manufacturing of garments and QUIET BEACHES e ge’s A 
2 which stood at E 
February, had fal en to 6 
on 4 April. fe 
. The new finance minister, |. 
M. H. M. Naina Marikkar, | 
who is to have his first meet- |. 
ings with the IMF and the | - 
World Bank in Washington 
later this month, says both | 
agencies as well as foreign in- | 
vestors continue to have faith | - 
in Sri Lanka. He said foreign 
investment, both in the free- | - 
trade zone north of Colombo |. 
and elsewhere in the country 
was Satisfactory last year. ^ 
— Manik de Silva 


sector. (Preliminary data show that 
public-sector industry declined 595 , but 
there was 15% growth in private indus- 
try.) Textiles and garments, a rapid 
growth sector, earned more hard cur- 
rency than tea for a second year, with 
earnings in rupee terms up 34%. 
Government officials say the figures 
must be viewed in context, however: 
there is considerable imported input in 
the garment sector, with value added 
running at 25-30%. But tea is totally a 
local product. Government economists 
also expressed satisfaction that the tea 
industry has been adding more value to 
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1 Gujarat State | Y31Dec. | Rs273.4m +68 Rs 3.57b | +06 Rs30 | Expansion plans include new caprolactum plant in collabora- 
| Fete (USS2tm (US8274 6m) _(Rs27)_| ton with West German companies. — 7 7 7 
: Y31Dec. | P289m | 4511 | P127b | +39.6 | P0.0200 | Higher prices for gold and copper — its main products — 
4 (US$13.8m) | (US$60.5m) | (P0.0025) | were key factor, as were lower costs. EE 
| Dae y Y31 Dec. | Won 11.5b +43.9 | Won 495b +11.9 | Won385 | Although 1987 labour disputes cut operating earnings, sec- 
| Indust (US$15.1m) (US$651.3m) (Won 388)" | urities gains pushed profits higher. 

; Santos Y31 Dec. | A$125.09m +41 A$530.74m +32.5 10¢ Despite good sales prospects, weak crude and product 
| (US$92.3m) (US$391.7m) ( 9¢) 


prices, firmer local dollar cloud 1988 outlook. 
c 


| Cheung Kong | Y31Dec. | HK$1.58b +23 16€ | Group has set aside HK$12b for property-development 
| (US$202.6m) (n.a.) ME 
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projects. 






















Haw Par S$24.97m +3 7¢ | International trading group said profits from investment 

| Brothers (US$12.4m) (same) | dealing fell to S$4.2m in 1987 from $$12.2in 1986, n 
faa Sporting-goods company said drop in net due to market's 
As J 






maturity, confusion in distribution system. 


Diversified group said quarrying area was weakest 
while Husky oil unit of Canada improved perform 
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US$! WORTH 


dollar 
pound 
dollar 
franc 
dollar 
rupee 
rupiah 
yen 
dollar 
dollar 
rupee 
peso 
dollar 
won 
rupee 
franc 


Australia 
Britain 
Canada 
France 
Hongkong 
india 
indonesia 
Japan 
Malaysia 
New Zealand 

"Pakistan 

Philippines 
Singapore 
South Korea 

. SriLanka 
Switzerland 
Taiwan 
Thaitand 
West Germany 


baht 
mark 


taka 
dottar 
kyat 
pataca 
rupee 
kina 


. Bangladesh 


Other: SDR1 = US$1.38982, ECU1= US$1.2463, 


NT dollar 


1.235 
5.654 
closed 
7.656 
1,661.00 
123.855 
2.567 
1.526 
17.4325 
21.02 
2.001 
743.20 
n.a. 
1.355 
28.64 
25.12 
1.655 


penino 


 8$1=M$1.284, £1 =HK$14.719, 
3 months forward: Japan ¥ 123.575, 
Hongkong HK$7.756, Singapore S$1.9901, 


{Middie rate 


Source: Telerate for spot and forward rates from Asian money markets, Republic Na- 


*Selling rate 


3months Year ago! 


Communist 
countries 


China 
US$ = Amb 3.722 


Soviet Union 

US$ «Rouble 0.5944 
Laos 

US$ - New Kip 350.00 
Vietnam 

US$ = ‘Dong 368.00 


tional Bank of New York for banknote selling rates on the Hongkong market 


and Deak international Ltd for official rates. 


Gold 


| Copper 

Current delivery (May) 
July delivery 

Aluminium 
Current delivery (Apr.) 
June delivery 

Tin 


Cotton 
Current delivery (May) 
July delivery 
Rubber 
Current delivery (May) 
July delivery 
Paim Oil 
Current delivery (Apr.) 
June delivery 
Sugar 
Current delivery (May) 
July delivery 
Pepper 
Sarawak Asta bik 10096 
Wheat 
Current delivery (May) 
July delivery 
Maize 
Current delivery (May) 
July delivery j 
Rice 
. 8% white fob 
. Soyabeans 
Current delivery (May) 
July delivery 
Cocoa 
Current delivery (May) 
July delivery 
Coffee 
Current delivery (May) 
July delivery 
Petroleum 
Sumatran light 
Brent 


iijfatonne (2MS$akg 
(7) USc a 56 tb bushel- 


(8} USS 


London 


New York 


London 


Kuala Lumpur 
New York 


Kuala Lumpur 


Kuala Lumpur 


New York 


Singapore 


Chicago 


Chicago 


Bangkok 


Chicago 


London 


London 


Tokyo 
| London l 


{3} US$ a ano2. 
atonne 


COMMODITIES 


Last sale to 4 Apr. (London, 3t Mar.) 


Previous 3 months i 
week ago 


(3) 
(4) 


ai 


2) | 
(4) | 


(9) 


(5) 


(4) 


(10) 


(6) 


(7) | 


(8) 


(6) 
1} 


* (^ 


au 
an] 


na. 


na. 


uses? 


e' Meakyg 


(40) S$.a 100 id 


454,35 


113.75 


1,528.00 


17.28 


62.65 


290.00 


926.00 


8.90 


897.50 


305.00 


208.70 


300.00 


648.40 


913.00 


1,113.00 


15.50 
15.60 


4 Apr. 


—À— a i 


Australia 
Britain 
Hongkong 
indonesia 


Japan 


s] Malaysia 


| NewZealand | 


Philippines 
Singapore 


South Korea 


Taiwan 
Thailand 
us 


£ Sterling 
Yen 
Swiss Fr. 
Dm 

A$ 


*jong term 


480.25 


146.00 


1,110.00 


17.05 


66.76 


275.00 


1,109.00 


270.00 


607.00 


1,067.00 


1,175.00 


16.80 
18.80 


p" M$: a tonne _ #6) USc¢ a 60 ib bushel 
(14) US$ a barre! 


INTEREST RATES (%) 


Prime 
lending 
1325 - 
8.50 
6.00 
22.00 
*5.50 
"3,375 
7.25 
18.50 
19.75 
5.25 
11.50 
5.75 
11.50 
8.50 


**short term 


1,005.00 


266.25 
158.25 


213.00 


499.75 


t-year 
treasury 
bills/bonds 


1372 
16.467 
3.11 
15.30 
5.01 
4.50 
6939 - 


t offered rate 


BOND YIELDS (79) 


Interbank 


1month! 


8.4375 

3.125 
17.20 

4.125 


3.30 
16.15 
“44.50 

2.9375 
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interbank 
3 months! 


1 1.50 
j 


3.75 


ES 1875. 


425. 
6.79688 
EUROCURRENCY AND ASIAN CURRENCY UI 


2.1875 
3.4375 
11.375 


p 
| 
| 
d 


Interbank 

6 months: 

11.79688 
8.625 


— 


425. 


365. 
14.60 
10.25 

3.1875 


"y Telerate, Vickers da Costa & Co 


Average of rey of representative high-grade issues 


4 Apr. 


USS: 


Domestic 
international 


Yen: 
Domestic 


international 


Dm: 


Domestic 
international 


AS: 


Domestic 
international 


cs: 


Domestic 
international 


£: 


: Domestic 


international 


NZS: 


| Domestic 


1,291.00 


1,244.00 


Source: Telerate, Reuter. 


international 


SFr: 


7-10 years! 
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3-5 yearst |. 


7-10 yearst 
3-5 years? 
7-10 yearst 


3 years t 

10 years t 
3-5 yearst 
7-10 yearst 


3-5 years! 
7-10 yearst 


3-5 yearst | 


7-10-yearst 


10 years * 
3-5 years! 
7-10 years! 


3-5 years? 
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3-5 years t 
7-10 years! 
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| 
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| 
| 
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| 
| 
| 
i 
| 
| 
| 
| 
| 
| 
| 
| 


PAO yearst | 779 


9.18 





EFFECTIVE EXCHANGE RATES 
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ECONOMIC > INDICATORS — — SELECTED ASIAN al 




































Economic Growth % (rea) (1) a 
987 4.6 9.4 - -2 
1-3 | 7-7.5 5-7 1.5 
national Reserves (5 
US$8.47b US$16.31b n.a. US$6.14b | 
| (Jan.) | (Dec.) (Oct.) 
US$5.91b US$11.45b n.a. US$5.87b 
Trade Balance (total merchandise) - | | | Bc | 
. Latest 3 months | - US$0.03b —-US$1.24b -US$0.24b —US$1.57b | 4US$1.49b/(9). FUS 
| (Oct.-Dec.) (Oct.-Dec. (Dec.-Feb.) (Oct.-Dec.) (Sept..Nov) - EE a 
Previous3 months ~ US$0.48b ~US$0.7 1b +US$0.32b -US$1.27b *US$1.54b -US$18.98b- 
] -Yeareartier | -US$0.22b -US$3.0b -US$0.06b -US$1.58b | *US$101b +US$20. 12b 
| Exports m 
|  Latest3months | US$7.45b | US$13.41b US$13.12b US$2.88b | — US$4.73b(9) USSeo. 8066) 
% change previous 3 months +14.2 i +35.8 -4.9 +34 | +26 
-} Ya change year earlier | +13.3 } +40.4 +37.0 +31.7 *38.6 * uy 6 
j| imports (5 | | 
‘Latest 3 months US$7.48b US$14.65b xd 88b US$4.45b US$3.24b(9) US$43.89bi6) 
% change previous 3 months | +69 *38.4 1.3 +9,9 : *5.5 *7.4 
4. % change year earlier +9.9 *16.7 | * 33. 7 * 18.1 +35.0 +39.0 
1 Consumer Prices | . 
| Base j July arri 81-100 | Sept. bor (pag 100 j|Oct. 84-Sept. 85 = 100(2}} 1960= 100 | Apr. 77-Mar, 78= 100 1985= 100. 
Latest 3 months index average (Oo ai 113.2 752.7 D mr M. d i 
t- " - 4 ec.-Fe : 3 C V,-Jarn. 
% change previous 3 months | +47 2 *2.5 -—0.4 
| change year eartier *7.1 *9.0 *0.8 
] Money Supply (3) : 
d gie PEY A$1 p oo Rps 31.64t ¥377 73H 
(Sept.) (Jan) 
% change previous month S 1 7 +2.4 +42 
% change year earlier d^ +16.3 + 15.6 +t 9 








aiii TAIWAN — | THAILAND - 
| Economic Growth % (real) (1} 
] 1987 




























































































~~ ternational Reserves (5) | | "m 
Latest US$7.44b US$14.02b US$4.67b US$706.7b US$4.20b 
x (Dec) | (Jan.) (Aug.) (Jan.) (Dec) (Jan) 
| Year earlier US$6.03b US$1.82b US$12.91b US$3.79b US$46.3b US$3.01b 
Trade Balance (total merchandisej TN 
Latest 3 months - US$0.79b(4) -US$0.15b -US$0.73b *US$175b0 |  .-US$328b -US$0.54b 
(Oct.-Dec.) (Oct.-Dec.) (Aug.-Oct.) (Dec.-Feb.) (Dec-Feb) Oct-Dec) 
Year eartier +U8$0.45b * +US$0.87b +US$4.13b — | — -US$0.325 © 
“Exports ai 
S tet "LR US$4.24b(4) US$13.26b(6) US$13.75b US$3.56b 
1. 96 6h previous Jinontha i 49.3 *2.8 ~6.0 +376 
i hange year earlier +34.9 +43.9 +27.0 +53.1 
“imports ( | 
on ARN US$3.45b(4) US$11.51b(6) - US$10.47b US$4.10b 
| % change previous 3 months *47 +5.6 +10.0 190.8 
_ S&change year earlier | 429.4 £37.89 +56.0 + 55.4 
-Consumer Prices | 
4 OM | ‘ 1980= 100 ios 100 1981 = Tu 1976 ui | 
Late t3months index average 127.5 . . 106. 2058 
i IAE (Oct.-Dec.) (Dec. Feb, (Nov jan.) (Oct-Dec. 
; 3 months -0.1 +i TU. tL i 
change previous id 40.3 46.7 | +0.7 +3.2 
` Money Supply (3 "ww 
7 "Laien ppty (3) M$55.2b Won 39.70t NTS$4.17t Baht 808.6b 
PS r$ pr De peri 
^ echange month *u. s n. v 
NS Uis Oa oaie j +6.3 *16.8 +26.0 *19.8 
rer and other estimates of GDP (GNP in Japan) (2) Consumer Price index A (3) M2 or currency plus bank deposits 4) Peninsular Malaysia only — (5) IMF definition of reserves minus gold _ 
(6) Customs basis {7} fob (B) cif {9 Excluding petroleum products (10) M3 (11). % change over past 3 months Source: Official statistics, 














doing higher once more 





‘Regional markets were mostly higher during a holiday-shortened period ended 4 Apr. Taiwan and New | 
Zealand led the way up — as they led the way down the previous week. : 


TAIPEI: The weighted index made mo 
dest gains as buyers returned to the 
market, aided on 30 Mar. by news of 
gains in Tokyo and New York. Invest- 
ors have acquired a "trading-range 
mentality," said an analyst, citing the 
market's lacklustre performance. Vol- 
ume was low, at NT$10.1b (US$352m). 
Shihlin Electric went from NT$58.50 
to NT$62.50, a 6.8% rise. 





NEW ZEALAND: Prices recovered all 
of their 21 Mar. decline, in a trading 
period cut to two-and-a-half days by the 
long Easter holiday. Another broker 
failed — the latest in a series of prob- 
lems resulting from the October 
sharemarket collapse. Brierley ended 
at NZ$1.28 (83 US cents), up 5 NZ 
cents. Volume for the period totalled 
26.9m shares valued at NZ$28.8m. 





AUSTRALIA: The market spent most 
of the period recovering from an initial 
44-point slump (its largest daily fall of 
1988), prompted by a rout on Wall 
Street. By the Easter holiday, prices 
had recovered most of their losses, 
with banks and transport issues most in 
demand. Volume for the week was 
452m shares worth — A$730.8m 
(US$539.3m). 





HONGKONG: Trade was quiet early in 
the period ahead of a long holiday 
weekend. The tone was bullish at first 
and local buyers drove the Hang Seng 
Index up 35 points on 30 Mar. But pro- 
fit-taking soon eroded gains, and 
players were unimpressed by the re- 
sults of the Cheung Kong group. The 
index finished 77.19 points higher at | 
2,466.78. 








TOKYO: The Nikkei index hovered | 
within 3% of its all-time high of Oc- | 
tober, as optimism about weight of | 
money and fundamentals outweighed 
currency fears. Buying interest con- 
tinued in large-capital stocks, while 
Nippon Telegraph and Telephone 
remains weak. It edged up ¥20,000 
(US$160) to ¥2,370,000. Trading av- 
eraged 1.2b shares a day worth ¥ itr. 





MANILA: Prices fell on selling pressure 
on anxiety over the escape from deten- 
tion of coup leader Gregorio Honasan. 
The Manila composite index ended 
10.47 points lower at 727.42 after a 


^ 


mid-period rise. A cost sale on San 
Miguel worth P59.9m (US$2.9m) on 
29 Mar. boosted turnover, which aver- 
aged 453.1m shares (up 2576) worth 
P66.98m (up 71%) a day. 








SINGAPORE: Expectation of better 
corporate earnings spurred interest in 
Malaysian stocks but the market over- 
all finished down as many institutional 
buyers stopped trading before the Eas- 
ter holiday. Former hot favourite NOL 
closed at $$1.31 (65 US cents), down 9 
S cents. Average daily volume was 
sharply down at 18m shares valued at 
$$32.3m. 





KUALA LUMPUR: Despite a minor 
rally mid-period, shares continued a 
downward course. Investors failed to 
respond to a forecast of 5.3% GDP 
growth this year, and news of Sime 
Darby’s acquisition of 7% of London- 
listed Harrisons and Crosfield saw the 
blue chip unchanged at M$2.98 
(US$1.20). Volume averaged 12.3m 
shares a day, valued at M$18.7m. 
























BANGKOK: The market recovered 
half the 22-point loss racked up on 28 
Mar. on the following day, but investor 
hesitancy drove turnover down for the 
rest of the period. The final two days | 
averaged Baht 337.4m (US$13.3m). | 
The SET index closed 8.13 points | 
higher at 338.42. Padaeng Industries | 
led risers, up 10% to Baht 438, while | 
GS Steel was down 38 to Baht 250. 


SEOUL: Prices rose following the ar- 
rest of Chun Kyong Hwan (brother of 
former president Chun Doo Hwan) on 
corruption charges, which eased fears 
that the scandal would lead to a wider 
probe of stockmarket abuses. Steel 
rose 18.1% as subscriptions began for 
Posco's privatisation. Volume was. 
8.3m shares a day on turnover of Won. 
148.6b (US$195.5m). 


BOMBAY: The market rallied early on 
sustained heavy buying by financial in- 
stitutions, but eased later on profit-tak- 
ing. Sentiment was also cheered by the 
new, three-year import-export policy. 
Reports of a lock-out in Century Tex- 
tiles factories dampened spirits and 
the company's stock shed Rs 13.75 
(US$1.10) to Rs 760. National Organic 
gained Rs 32.50 to end at Rs 445. 


NEW YORK: Shares rebounded broad- 
ly at the start of the period on a margi- 
nal gain in the dollar. But lacklustre. 
volume ahead of a holiday weekend 
made it difficult to predict the trend. 
On 4 Apr., prices eased on gloom 
about inflation and interest rates. The 
Dow Jones Industrial Average ended 
the period, virtually unchanged at 
1,980.6. NE 
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INSTITUTE OF SOUTHEAST ASIAN STUDIES 
RESEARCH APPOINTMENTS 
Applications are invited for appointment to posts of 


SENIOR FELLOW 
|... RESEARCH FELLOW 


-from candidates who possess a Ph.D. degree in the field of. 

. Development Economics or Politics or International Relations 

¿or Sociology, with reference to Southeast Asia, with i 
experience in conducting research and with excellent 
communication skills in English. 


he monthly emoluments range from S$2,300 to S$6,800. The 
. Nnuneration awarded will depend on the ievel appointed, 
Candidates qualification and experience. Depending on the 
post offered, other benefits may include leave, medical, 
.subsidized housing at nominal rental of S$500 per month, 
;. feturn airfare, baggage allowance, etc. 





Interested applicants are requested to send full resume to: 


The Executive Secretary 
INSTITUTE OF SOUTHEAST ASIAN STUDIES 
Heng Mui Keng Terrace, Singapore 0511. 
Telephone: 7780955, 
Telefax: 7781735, Telex: RS 37068. 





EDUCATION 


AM an AeA Et At 





ST. GEORGE'S UNIVERSITY 
SCHOOL OF MEDICINE 


ARENADA, WEST INDIES | 





- The General Medical Council of the 
United Kingdom officially recognized St. George's University 
School of Medicine on February 9, 1988. 
This recognition allows graduates. of St. Georges to do 
. postgraduate training in Great Britain. St. George's has had a clinical 
“training program in British hospitals since 1980. 
. St Georges University offers two programs leading to the degree 
of Doctor of Medicine (M.D.) for qualified international students: 
tA. 4v» year program for students who have completed a 
bachelors degree in addition to higher secondary education 
in math and sciences. 
:. 2. A 6% year combined premedical/medical program for 
^. students who have completed secondary education 
(equivalent to at least five "0" Levels). The premedical phase 
 . . is offered at Barry University in Florida, U.S.A. 

.St. George's University has graduated more than 1,275 students 
from over 30 countries and offers a broad-based international cur- 
riculum and clerkship opportunities. The medium of instruction 
is English. Tuition and fees are paid in U.S. dollars. 


For information Director of Admissions, Dept. G 
7 please 
contact: 


St. George's University School of Medicine 
University Centre, Grenada, West Indies 
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INSTITUTE OF SOUTHE 
RESEARCH API 


Applications are invited for a 








from candidates who have at least a Fi 

degree in the field of Development Ecor 
International Relations or Sociology 
Southeast Asia, and with excellent co 
English. E 


The monthly emoluments range from 00. The 
remuneration awarded will depend didate's | 
qualification and experience. Dependin: fered, | 
other benefits may include leave, medical, subsidiz housing | 
at nominal rental of S$500 per month, return airfare, baggage | 
allowance, etc. igh DI EM 



















Interested applicants are requested to send full resume to: B. 
The Executive Secretary 
INSTITUTE OF SOUTHEAST ASIAN ST UDIES 
Heng Mui Keng Terrace, Singapore 0511. 
Telephone: 7780955, 
Telefax: 7781735, 
Telex: RS 37068. 
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. COURSES & SEMINARS 


Mee et Neer remnants tet eiiean aN ATA S reed none 








INTERNATIONAL 
TEEN CAMP 


summer skiing. 


Folder and references: ITC, P. O. Box 122, CH- 1012 Lausanne, phone: 056-22 67 78- 
Tx. igor 453 182.ch —— | 


























PERSONAL 


M dr in AR AMAN AS ARA Tr rie Ap Hen Tea TA YAMAHA 





BOOKS ON THE FAR EAST. 

Rare & O/P. Latest catalogue 
from Oxus Books, 

121 Astonville St, London SW18. 

Tel: 01 870 3854. 





Original issue LPs 1950's and 60’: 
Enesco, Spalding, Furtwangler,. 
Haskil, others. Send detailed want 
| list in English to "A Classical Rer 
| cord" P O Box 20635, London Ter- 
| race Station, New York, 10011 USA: 


















APPOINTMENT 


is seeking an 


from July 1, 1988 


ese metti Ded AA remm an tet t UP rtr rt ntt 


reru A APP RINT T m AN Mr ti rtt enter SACO rmm enm 


for a new monthly magazine to 
be launched in January 1989 


Men err erm ii ter lee 


© ASIA'S MOST RESPECTED PUBLISHING COMPANY 


ADVERTISEMENT MANAGER 


The person we are seeking to fill this very important post will be a 
thorough professional fully familiar with all aspects of media sales, 
marketing, promotion, research and sales management. . | 


He/she will be a self starter and fully self motivated with an excellent 


command of English. Extensive travel will be required and the suc- 


cessful applicant will be based in Hong Kong. 


Our company is a leader in publishing and offers a full range of bene- 
fits including medical insurance, provident fund, annual bonus and 
annual leave. Salary will be commensurate with experience and ability. 


If you believe that you meet the requirements for this important post, 


please reply with full details to: 


Managing Director 


Review Publishing Company Ltd. 


G.P.O. Box 160, Hong Kong. 





BUSINESS OPPORTUNITIES 





For seven years we have been escorting corporations 
to new sources of profits in Asia. Doing market 
studies. e da manufacturing facilities. 
Negotiating offshore finance. Managing all day to 
day letters of credit and commercial transactions. 

Call ICS and let us be your Oriental Escorts to 
Asian profits. gam 
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.] JOINT PARTNER WANTED | 
. | Technical. Services and Engineering | 

| corp, based in Florida, U.S.A. — with | 
. | nationwide growing business — excel | 
© | lent gross income arid profit — seeks | 
-..] suitable investor. Please replyto:: — | 
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| migration. Free booklet on 
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FOR SALE — NEW YORK cim | 










Full Floor-6000 sq.it., new condition, 
.. offices & light manufacturing. — 
Center of Manhattan Garment District 
Excellent for Import/Export, 
Reply Mr. Bums 
Cambridge Graphics - 
246W38 St. N. Y.C. 10018 U.S.A. 

Phone 212-921-8440 FAX 212-921-8809 


advertise in this section. — 


Hampton & Sons, the leading UK Estate Agents can a 
manage and arrange finance for your UK house orat. 
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MIDTOWN BUSINESS CO-OP |. 
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| Secluded 1300 acre ranch only 2. 
hours north of San Francisco. Magnifi- 
| cent estate site. Adjoins Lake Sonoma. 
| Vineyard possible. Many recreational. 
uses. Contact: Joe White | 
4020 Old Barn Read, Healdsburg, CA 

95448 USA. 707-431-5121 | 
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Forbes House, Currently Police Headquarters. Prime position 
bordered by North Quay and Roma Street. Central to the legal 
precinct — law courts, legal firms and administrations. Close to 





retail, commercial and transport services, Building offers outstanding 


@ views across city and over Brisbane River and the Expo 88 site. 
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Completed in 1976, the building has 100% site coverage. 


It is located in the fast developing George/Roma Street. 
precinct and has panoramic views to the city and along 
two reaches of the Brisbane River. 

The building, which consists a ground floor of 917m?, 
two podium levels of 1,472m? each and eleven upper floors 
of approximately 1,173m? each, is further complemented 
by four levels of basement parking which can take up to 
“62 vehicles. 

The property is offered for Sale by Auction on the basis 
of a two year leaseback to the existing Government 
Department, plus an option for a further period of 12 
months with the right to terminate on three (3) months 

. notice. Rental $2,118,930 per ! 
' annum fixed for the term. 

.. Outgoings — Tenant will 
maintain air conditioning and lifts 
. and attend to cleaning of building. 
_ Other outgoings including local 
] authority rates, insurance, land 
. tax payable by landlord. 
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The Public Trustee M Macalister £ Associates MX 

of Queensland Men BN — 
$44 Quern Street, Brabune G.P.O. Box 2261, Brisbane, Qld., 4001, Australia A STRONGER STATE Eu 

Ph. 0011 61 7 835 4233 Phone 0011 61 7 846 3966 ere 
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Two desirable commercial properties each occupying 
a prime central city location. 

























Golden Casket Art Union Office. Favourably loeated in theo = 
heart of the Central Business District: Central to Queen € 
Street, the GPO and most major banks. Also other finaneial —00- 
institutions, city retail complexes and transport links. | 

@ Building is in excellent condition throughout. 
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GOLDEN CASKET OFFICE BRISBANE 

Completed and occupied late 1986. The building is near 
new and provides an astute investor or owner/occupier 
with a first class investment in a prime city location with 
assured growth potential. Building is medium rise 
comprising ground floor, five upper levels and two 
basement levels for storage and parking for 15 vehicles, 
Nett lettable area is 2,371m? and includes 83m2 basement 
storage area. 

Income — Whole of the building will be leased back for 
a 12 month period to the Casket Office. A further 12 
month option will be provided with the right to terminate 
this option period on three months notice. 
Rental — $506,600 per annum payable monthly. EE © 
| ' 3 |  Outgoings — Tenant to pay all. 
outgoings with the exception of 
land tax. 
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LETTER FROM MANILA 


S ingapore aside, any train pulling out 
of a Southeast Asian railway station 
offers a depressing sight: squatters in 
their thousands inhabit, often very 
densely, the verges of the tracks snak- 
ing into Jakarta or Kuala Lumpur, 
Bangkok or Manila. 

Just a few metres out of Manila's 
Tutuban Station and the shanties al- 
ready start to flank the twin lines of steel 
belonging to the Philippine National 
Railroad (PNR). The squatters’ 
cardboard and wooden huts show a type 
of lean-to ingenuity, and their occup- 
ants have made the other bits of PNR 
land into rich and minutely farmed real 
estate. 

The daily “Bicol Shuttle” ambles 
along so slowly that, in the hilly, narrow 
spine of Quezon, a favoured haunt for 
communist guerillas, I hopped off and 
walked alongside the rear carriage for a 
lark. I did not run much risk of being left 
behind. However, it is undoubtedly 
cheap — P6 (29 US cents) will take you 
from Manila to Naga City, the biggest 
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been pulling. Gone. On à downward 
slope, not too steep, I went on ahead. 
Soon the cars came down after me, com- 
ing slowly, noiselessly, down the dark- 
ened hill. I coupled them up again when 
they stopped on the flat, and on we went 
to Naga City." 

The railways made a late appearance 
in the Philippines. Only towards the end 
of the Spanish era did Iberian conser- 
vatism permit the iron horse to march 
across the landscape. A decade before, 
they invited (who else?) a British com- 
pany to build a railway. 

Progress at last. The railway was to 
pull into Manila the burgeoning wealth 
from Luzon's rice and plantation lands. 
It would serve to “open up" the slum- 
bering southern provinces. The lines 
went down to Legaspi in Bicol and up 
into central Luzon, snaking northeast- 


wards to San Jose, at the edge of the | 


mountains bordering Nueva Vizcaya. 

In the Spanish sunset they carried a 
changing array of cargo and passengers, 
including the Philippine revolutionary 











town in Bicol, a southern Luzon region 
of six provinces. 

And the PNR has charms for those 
prepared to look for them. On a lan- 
guid, hot-season day we limped along 
trackbeds built nearly a century ago, 
and not much maintained since to judge 
from the bronco-bucking motions that 
started every time we roared past 40 
kmh. 

Franco Cruz, an engineer travelling 
down to pick up a goods train, says he 
calls this motion "pumping." It is an apt 
word. Every now and again our carriage 
bounced up and down on the rails. 
Pump. pump, pump. Sometimes the 
carriages manage to become uncoupled 
from the main; Cruz has a funny story 
about losing his goods train. 

"The train was pumping, really 
pumping. I glanced at the brake pres- 
sure valve and saw it was Zero. 

"Looking back — it was night — I 
couldn't see the five carriages I had 
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The ‘Bicol Shuttle’ wends its weary way; trackside life continues to flourish. 








armies — and then their cruel pursuers 
in the American colonial army. The Ja- 
panese Imperial Army, no stranger to 
cruelty, also used it, wrecked it and 
abandoned it in World War II. So did 
the Americans, when retreating from or 
pursuing that enemy. 


fter World War II, and after repairs, 

the PNR chugged along in an un- 
inspired way until confronted by two in- 
tersecting dangers. The motorcar was a 
predictable competitor; the other de- 
bilitating challenge took any of several 
familiar guises: “Ferdinand Marcos,” 
“economic recession,” or “political 
decay.” 

Although the railway once went as 
far south as Legaspi City, insurgency 
and the internal turmoil spawned by pa- 
tronage and chronic inefficiency left 
PNR management groping around for 
solutions: they settled for the unim- 
aginative option. They cut off limbs and 




















branches, both north and sou 
Manila terminus. And that wi 
the communists decided to m 
nomic sabotage a mainstay ol 
olutionary war. Life is getting 
for trains everywhere, but 
against the PNR seem hard to | 
Lately, business has becc 
tougher for the PNR, giving 
Marcosian reversals a warm 
glow in contrast. Typhoons in 
ularly submerged part of the tr 
That is just the start of it. Ci 
teresting companion, tells s 
rowing tales. Once his train 
gunfire near Sipocot, in Lagi 








ince. “That was during the I 
strike, in 1985." Who did it? 
ispirol [strike-breakers]." he 
bullets used to be rare, he a 
would anyone want to hurt ! 
He remembers a rash of dra 
hold-ups in the 1950s. “That 
we ran pay-trains for the m 
crews," he said. No wonder 
maintainers became discoura 

The communist New Peo 
(NPA) does not appear to lik 
keeping with a new policy o 
the rebels blew up a railwa 
Sipocot last year. They also 
two other road highwav b 
Bicol at the same time. Cruz 
the story of an NPA ambusl 
train coming south from M; 
NPA knew about the trai 
spatcher put up a notice in ! 
the normal timetable "wot 
rupted due to a troop train 
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with the approval of the Royal Ocean Racing Club, London 


Admiral's Cup. Named after the famous Champagne Mumm Admiral's Cup series 








Men and women of distinction always have something rare in i 


common. like a Corum watch on their wrists. For instance the E 

luxury Admiral’s Cup model in solid gold, with enamelled an 

nautical pennants marking the hours. Admiral’s Cup, quartz, V 
water-resistant. Also steel and gold and in ladies versions. | = 
Registered model. CNG Ew / 
WWI Ww A, 
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Corum watches are on view at the finest jewellers. For information: Tokyo: JAPAN TIME-ART CORPORATION, Tokyo Kintetsu Bldg., 19 Kandi 
Matsunaga-Cho, Chiyoda-K u, Tel. 253.1331. Hong Kong: SHUI HWA WATCH CO LTD., 50 Des Voeux Road C, Tel. 5-236447. Singapore: SHUI H'W 
JEWELLERY CO LTD., 02-112 Far East Plaza, 14 Scotts Rd., Tel. 7374240. Kuala Lumpur: WOO HING BROTHERS SDN. BHD., G3! Kuala Lumpi 
Plaza. Tel. 2419420. Jakarta: LIBERTY WATCHES & JEWELLERY, G42 Ratu Plaza, Tel. 711998. 

Corum, 2300 La Chaux-de-Fonds, Switzerland 
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125-800 the world’s best selling mid-size business jet 
and Jetstream 31 regional turboprop with sales now 


Airbus A310-300 wide-body jetliner for which 
British Aerospace is a full partner. 


The new Advanced Turboprop (ATP) airliner 
now entering service. 


146 QT freighter, the world’s quietest jetliner. 


JUST SOME OF 
OUR PRODUCTS... 


British Aerospace today designs and 
builds more types of civil and military 
aircraft, missile systems, defence weapons 
and space systems, and has more collab- 
orative agreements with more countries than 


any other company in the world. 


BRITISH AEROSPACE 


British Aerospace pic, 11 Strand, Londor 
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When the world went travelling in 1986, Holiday Inn was 
their first choice as the right place to stay. In fact, last year we 
sold over 69 million room nights in over 1,642 Holiday Inns 
worldwide. More than any other hotel chain. 

Holiday Inn commands the prime location for business and 
leisure in every corner of Asia and the Pacific. And our guests 
keep choosing Holiday Inn because they find a consistent high 
standard of comfort and service, at truly affordable prices. 

The world keeps telling us why it comes to our door and 1 
we'll keep on doing those things right. ! 

— — —— LOCATION * COMFORT « VALUE —— — l 


The Worlds First Choic 


3€ Holiday Sw. | 


For further information and reservations: 


Contact your travel agent, any Holiday Inn or our Regional Director of Sales, c/o Holiday Inn | 
Harbour View Hong Kong, TST PO Box 98468, 70 Mody Road, Kowloon, Hong Kong. 
Tel: 37215161. Telex: HX 38670. Cable: INNVIEW. Fax: 3-695672 ' 
33 Holiday Inn hotels in Asia-Pacific: Bangalore + Beijing + Bombay + Colombo + ' 
Damai Beach Malaysia * Guilin + Hong Kong * Islamabad + Johor Bahru * Kanazawa - ' 


Karachi + Kuala Lumpur + Kuching * Kyoto + Lhasa + Manila + Nagasaki » TUN SiS uh . 
Osaka + Penang + Phuket * Singapore + Surfers Paradise Australia + Sydney + Tokyo¥! hi 


Xian * Yokohama 204 | IN oi 


LETTERS TO THE EDITOR 


Taking liberties 

Jusuf Wanandi is wrong to say that Pre- 
sident Corazon Aquino has restored re- 
spect for human-rights group in the 
Philippines [FIFTH COLUMN, 24 Mar. |]. 
A human-rights group has documented 
7,444 cases of illegal arrests in 1987. 
This surpasses the number of illegal ar- 
rests in 1985, the last full year of the 
Marcos dictatorship. Although Aquino 
pays lip-service to the principle of 
human rights and the provisions pro- 
tecting civil rights in the Philippine Con- 
stitution, the situation continues to de- 
cline. Thus far, not one person has been 
prosecuted for human-rights violations 
from either the Marcos period or from 
the Aquino period. 

Wanandi is right when he says that 
the military is "totally out of control." 
In fact, a situation of near martial law 
exists. Aquino gives the present situa- 
tion a pretty face and some "moral" 
sanction. 

How can Wanandi claim that the Na- 
tional Democratic Front was far from 
successful in the May 1987 elections? Of 
course it was unsuccessful; it was an ille- 

al underground organisation and there- 
ore could not take part in elections. 

Wanandi fails to mention that more 








For SALE By 
INTERNATIONAL PUBLI 


MAMMA 


AETAT 
spes 


» rye Tei ae 


NNNM C 


A 


i 


C TENDER 


than 70 people were killed in the May 
elections, and that most of them were 
Partido ng Bayan activists. Nor does he 
mention the widespread cheating, vote 
buying, and intimidation conducted by 


people in the pro-Aquino and other | 


rightist camps. 


Manila Donald Goertzen 


Trial was unfair 


I am trying to elicit a response from the 
Pakistan authorities regarding Ghan- 
shyam Parkash. He was a student at 
Chandka Medical College in Larkhana 
and the chairman of the Democratic 
Students’ Federation (DFS). The DFS 
was active in opposing martial law and 
published pamphlets critical of the gov- 


ernment and its policy. DFS students in - 


Sindh have also articulated grievances 
of ethnic Sindhis. 

Parkash was arrested on 21 De- 
cember 1982 and accused of creating 
hatred against the armed forces and be- 
tween people of different provinces and 
classes. His trial lasted from December 
1984 until May 1985. He was sentenced 
to seven years’ imprisonment. 

Amnesty International is of the opin- 
ion that the trial was unfair because of 
the lack of independence of special mili- 





| to look into Parkash's case. 


tary courts from martial-law authorities 
and the denial of appeal to a higher court. 
Also, Parkash was not allowed to call a 
number of witnesses for the defence. 

In April 1987, an Amnesty Interna- 
tional mission visited Pakistan. At that 
time the Sindh chief secretary promised 
o far all 
our efforts to get a response have been 
fruitless. Would the Sindh authorities 
respond by explaining what has been 
the result of their review of Parkash's 
case? Hans Lutz 
Hongkong Amnesty International 


Prospect of peace 


The recent call for a peace conference, 
to be convened in a neutral country, by 
Burma's National Democratic Front 
(NDF) is an opportunity that should 

be passed up by those genuinely 
terested in the resolution of that coun- 
try's senseless civil war, which has been 
fought for the past 40 years. 

Gen. Ne Win's military dictatorship 
has been firmly ensconced in authority 
since J. F. Kennedy paced the halls of 
the White House. 

I have conferred with NDF leaders, 
whose combined forces are capable of 
fielding 35,000 guerillas. They have now 








A’ opportunity to purchase 
a site in the heart of 


2.9 ACRES IN SURFERS PARADISE 
ON AUSTRALIA’S FABULOUS 
GoLD COAST 


Coast, staying 13,600,000 
visitor nights. In 1987 the 








Surfers Paradise that offers 
outstanding development 
potential. Centrally located, the 
site is adjacent to established 
international standard hotels, 
shops, tourist attractions and 
surf beaches. 

Covering a complete city 
block, bounded by the Gold 
Coast Highway, Oak, Pine and 
Norfolk Avenues, it is 11,854m? 
in area. 

Zoned Residential D, 
conceptual plans have been 
prepared for a 33 level, all 
suites hotel for the site, 
comprising 355 rooms and full 
facilities, all capable of separate 
strata title. 

The Gold Coast is the 
tourism capital of Australia 
with a permanent population of 
240,000. During 1985/86 
2,500,000 visitors came to the 


passenger movement through 
Coolangatta Airport was 
853,000 people. The Gold 
Coast's tourist industry will 
continue to grow making the 
development and investment 
return potential of this site 
outstanding. 


Closing date for tenders: 4pm 
Wednesday, June 15 1988. 
Tender documents available 
from Marketing Agents: 


avy) PRD 
REALTY 





r 


Bill James, Don Deitz, Broc Winten. 
Beachcomber Building, Hanlan St. 
Surfers Paradise Qld 4215. 


Telephone 0011 61 75 50 1055 


M\Macallister & Associates 


GPO Box 2261, Brisbane, Qld. 4001 


Telephone 0011 61 7 846 3966 
0634.8 








Going East. Staying Westin. 


And so to Seoul and The Westin 
Chosun. A leisurely lunch at the Ninth 
Gate Restaurant. Fine food. impeccable 
service. The Temple of Heaven, serene 
and timeless in the gardens through the 
window. 


Fortune smiles, agreement is reached 
Mission ac complishe d. adjourn to the 
Ninth Gate Bar, Seoul's favorite wate ring 
hole. Touch base with old friends and go 
stepping out at Xanadu, the smartest 
disco in tow n. 

One thing leads to another and all 
things come together when you' re staying 
in the heart of Seoul. When you're staying 























' Westin. 
in Hotels in Asia: 
ong: Kowloon Shangri-La + Manila: The Westin Philippine Plaza » 
ore: The Westin Stamford & The Westin Plaza » 
The Westin Chosun » Pusan: The Westin Chosun Beach - 
Westin Hotels in the USA, Canada and Mexico 
'rvations, call the Westin Hotel in your city or your travel consultant 
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disavowed their earlier goal tœ secede | 


from the union and would be willing to | 


| live in a reconstituted federal republic. 


Their calls for a peace conference, to be 
. preceded by a ceasefire, have fallen on 
deaf ears in Rangoon. | 

. Australia, which has a big stake in 
the tranquillity and prosperity of South- 
east Asia, should take the initiative and 
offer its good offices. A peace confer- 
ence be welcomed by the NDF. The UN 
should be requested to furnish a peace- 
keeping contingent to supervise any 


^. Meanwhile, the US and other sup- 
„pliers to Ne Win's arsenal must stop aid- 
ang and abetting the tyrant. 
Laguna Hills, California U Kyaw Win 
'Rangoonian' must be either a hypocrite 
or an opportunist [LETTERS, 24 Mar. |. 
Burma had everything going for it at in- 
dependence until Gen. Ne Win ushered 
j in what he called the Burmese Way to 
j| Socialism. He became one of Asia's 
most durable and enigmatic dictators 
by closing the doors to foreigners and 
foreign influences and borrowing from 
the dictums and methods of Marxism- 
Leninism. 

We have become depressed and op- 
pressed as the majority of us are victims 


| of human-rights abuses. Airing our grie- 


vances in the media or resorting to vio- 
lence is futile. We live in hope that, after 
25 years, Ne Win and his inept cronies 
will be dislodged. The sooner the better 
for Burma and its future. 


Rangoon ‘Burman’ 


Reserve currency 

The Asian Development Bank (ADB) 
has now achieved 21 years of progress 
and is currently reviewing its role in the 
rapidly changing Asian region. 

Surely the time is opportune for the 
ADB to strike out on its own and take 
the bold step of creating an Asian re- 
serve currency to better serve the Asian 
region. 

All that is required to establish this 
reserve currency 1s the concerted gua- 
rantee of the member nations of the 
ADB, and their combined “promise to 
pay” should be sufficient security to 
make this reserve currency universally 
acceptable. An appropriate name for 
this currency could be the “Asean” re- 
flecting its Asian connotation. 

This move is likely to encounter US 
opposition, in which event it would be 
better to accept that a parting of the 
ways is necessary, if US participation as 
an ADB member is to prevent the pro- 
gress of the ADB in achieving the status 
of a fully autonomous regional bank 
capable of issuing its own regional re- 
serve currency. Moreover, the ADB 
could rely on Japan's support, backed 
by its strong yen, to fill the void created 
by a US withdrawal. 

The creation of a reserve currency by 
the ADB will help overcome the prob- 
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will partly fulfil the Keynesian vision of 
a managed international reserve cur- 
rency — a crying need for world deve- 
lopment today and especially so in the 
Asian region. 

This concept of a regional reserve 
currency would have a profound impact 
on the Asian financial scene. Such a ra- 
dical step could herald the dawn of a new 
era in international financial relations. 
Colombo C. J. E. Anthonisz 


Witty and wise 
I was amused by your story in TRAVEL- 
LER’S TALES [7 Apr.] about Lee Kuan 
Yew's conversation with Britain's Prin- 
cess Anne. Evidently, your story pre- 
dated the princess' royal Renaissance 
and, over the past couple of years, she 
has made a reputation for common 
sense and a ready wit in public, and sev- 
eral times on TV and radio. I suggest 
her reply to the Singapore prime minis- 
ter reflected not her obsession with 
horses, but her intelligence. 

On the other hand, it also relected a 
certain lack of tact on the part of her 
host. When he was telling her about the 


need for graduate women to have child- 


ren, did he recall that Princess Anne 
only passed one 'O' level, and that was 
in domestic science? 
London 'Palace Fan' 
James Fu [LETTERS, 14 Jan.] reminded 
the REVIEW that Derek Davies had ag- 
reed, in a meeting with the prime minis- 
ter in September 1985, to report Singa- 
pore as an outsider for outsiders. Davies 
COMMENT, 14 Jan.| denied this, claim- 
ing that this “always was a ludicrous 
proposition, insulting to Singaporeans.” 
Davies has forgotten this and now 
denies [TRAVELLER'S TALES, 7 Apr.] 
that the REVIEW has any wish to be a 
player in Singapore's domestic politics. 
Having abdicated such a role, he de- 
voted the rest of his TRAVELLER'S 
TALES to attacking Brig-Gen. Lee 
Hsien Loong's speech on the role of the 
domestic press in Singapore. Surely this 
is a strictly domestic Singaporean mat- 
ter, in which foreign journalists like 
himself would be unwise to take sides. 
Davies should make up his mind 
whether the REVIEW is reporting Singa- 
pore as an outsider for outsiders, or 
whether it is trying to be a domestic 
Singapore newspaper, playing a role in 
Singapore politics. The Singapore Gov- 
ernment will then respond accordingly. 
Gan Kim Yong 
Press Secretary to the 
Singapore Minister for Trade and Industry 
@ Derek Davies replies: Brig-Gen. 
Lee's speech ranged widely over jour- 
nalistic matters — the American press, 
the BBC and other non-Singaporean 
media as suitable or unsuitable models. 
Gan appears to be saying that the 
Singapore Government is free to com- 


lem of liquidity in the Asian region and | 
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ment on any matters, includi) 


European domestic aff 






irs, but that an 





report on Singapore which is more than a E b 
reproduction of official propaganda | 


constitutes an unacceptable role in | 


Singapore’s domestic political affairs. — | 
It is true that PM Lee told me that. 


he wished Singapore to be reported | 


in the REVIEW “for outsiders by out- | 
siders.” In the same conversation, | 
the PM also invited me to send a cor- 
respondent to Singapore who would 
function "as a clerk, as an amanuensis. " 
I demonstrably did not "agree" with | 
such ludicrous propositions, which were 
insulting both to Singaporeans and to the 
whole of the REVIEW's readership. 


Prof. Michael Haas’ reply [31 Mar.] 
suggests that he quoted my statement as 
reported in The Straits Times on 30 July 
1987. I reproduce the relevant para- 
graph below: m | 

“I would ask him [Chiam See 

Tong] to come out and give evi- 

dence to demonstrate that Vin- 

cent Cheng and company are not 

Marxists, that they are really peo- 

ple who advocate our way of life, 

who advocate and support the 
kind of policies this government 

has been advocating since 1959.” 

By no stretch of the intellect can any 
sensible person infer from the above 
that I had said that the Marxist conspi- 
racy was "unproven." The onus was on 
Chiam to prove that Vincent Cheng and 
his followers were not Marxist con- 
spirators. Lau Teik Soon 
Singapore MP Serangoon Gardens 


ES Margin ot error D 


The article A comfortable margin 
[REVIEW, 17 Mar.] dealt with the Ja- 
panese city banks' "hidden reserves." 
The bank quoted as "Hokkaido" in 
the diagram no doubt means € 

bank; the logo shown is that of He 

kaido Bank Ltd, which is a regional 
bank also headquartered at Sapporo, 
Hokkaido, but has nothing at all to do 
with us. We are the only Japanese city 
bank having its head office in Sapporo, 





Hokkaido. Shigetoshi Inada. 
General Manager. . 
Tokyo Hokkaido Takushoka Bank | 


e The correct logo is above left. 


Label off the mark 


Truth-in-labelling prompts an observa- 
tion. The Washington Times is conser- 
vative on its opinion pages, but certainly 
not "ultra-conservative" as it was label- 
led in an article you printed. Our news 
coverage defies such simplistic "pigeon- 
holing." 

Hardhitting and conservative are 
labels which could be applied, though 
they are also too simplistic. "Ultra-con- 
servative" is off the mark. | 
Washington Larry D. Chandler 





Steady 


Our worldwide 
leadership in 
research puts you 
ahead of the game. 


As a substantial international 
investor, it's reassuring to have a 
professional research network 
behind you. 

Merrill Lynch research has 
received the highest rating on Wall 
Street by a leading investment mag- 
azine for ten consecutive years. In 
fact, Merrill Lynch research capa- 
bilities extend far beyond Wall 
Street, providing information on 
hundreds of companies around 
the world. 

This research is easily available 


to you through your Merrill Lynch 
Financial Consultant, along with 
guidance on dollar and non-dollar 
investments, Euronotes and finan- 
cial futures, and shares and bonds. 

Merrill Lynch, with eight offices 
in five countries throughout Asia 
and the Far East, will put its 
research to work for you. 

For more information about our 
investment and private banking 
services, call one of our offices or 
return this coupon in complete 
confidence. 





Mr. John DeClue, Merrill Lynch 
| St. George's Building, 12th Floor | 
| 2 Ice House Street | 
Central, Hong Kong 
| Telephone: 5-8445288 | 
| 
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“Do airlines really 
understand the needs of 
business travellers? 


. i eS o REPE ern a - — “ i 
Business travel is, essentially, getting from Exactly what you need to get from A to E 


A to B. Fast, on time and in comfort. Which is why ^ hassle-free. Test us, try us, fly us. 
frequent travellers choose KLM. esee 


Because our world-wide schedul as T 
venient. a asii is reliable and friendly. : The Reliable Air line KLM 
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at the expense of the US. 
Page 21. 








Page 12 
Li Peng receives strong backing as 
China's new premier from delegates 
to the National People's Congress. 


Page 13 

An understanding between the super- 
powers paves the way for an agree- 
ment on withdrawing Soviet troops 
from Afghanistan. 


Page 14 

The latest of the political and legal 
battles in what used to be the domin- 
ant Malay party has been won by the 
Malaysian prime minister. But Pas, 
.. elslamic fundamentalist party, tries 
to win the support of disillusioned 
Malays. 


| Page 16 

Despite his apparent demotion from 
| armed forces chief to defence minis- 
| ter, Gen. Murdani is expected to con- 
| tinue to wield political influence in In- 


i 


| donesia. 


The Hongkong Government comes 
under fire from business interests 
who oppose its policy of restricting 
visits by Soviet-bloc nationals, includ- 


ing businessmen. 
 Page34 


Recent rioting by Burmese students 
receives an unusual degree of popu- 
lar support, indicating that the Ne Win 
government may be facing increasing 
urban resentment over the declining 
economy. 
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Ansaid eNom tana amaan m a era, 


- a and Filipino negotiators have begun a routine 
| review of the agreement on US bases in the Philip- 
pines, which may spark fiery politicking and will have long- 
term regional security implications. Manila bureau chief 
James Clad reports that both sides bring to the talks differ- 
ing views on the value of the bases, and still unresolved 
strains from their former colonial relationship. Regional 
editor Susumu Awanohara suggests that most of Manila's 
neighbours want the US to remain in the region, while from 
Washington, Nayan Chanda reports that the US Congress | 
is criticising Asian allies for expecting a free ride on defence 
| 

i 


Cover photograph by Maria Garcia-Farr. 


Page 58 


South Korea’s powerful business 
groups campaign for more corporate 
autonomy, including independence 


for commercial banks and an end to 
forced political donations. 


| Page 60 


A proposal to merge Australia’s two 
State airlines with Air New Zealand 


becomes tangled in politics within the 


ruling Australian Labor Party. 


Page 62 

Tokyo and Seoul fight off an attempt 
by the US to win speedy international 
arbitration of its long-running trade 
battles over beef and citrus fruits. 


Page 64 
Shipowners accuse Bangkok port's 
controversial cargo-handling mono- 
poly of exacerbating congestion 
and forcing increases in freight 
charges. 


Page 70 

Shanghai, plagued by declining out- 
put and revenues, struggles to reform 
its outdated industrial base and in- 
frastructure. 


Page 72 

Japan's giant steelmakers are diver- 
sifying into computer technology and 
leading the search for applications of 
high-performance microchips. 


Page 76 

The World Bank urges Philippine 
manufacturers to become more self- 
reliant and to reduce their depen- 
dence on imported raw materials and 
foreign markets. 


Page 82 

Singapore's International Monetary 
Exchange suspends three individual 
members and imposes big fines on 
other traders for violating exchange 
rules. 
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India: Singh and his swami medi 
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ARTS & SOCIETY 


Politics: Malaysia's ‘Bapa Merdeka’ wages 
a new battle 
History: Re-educating Vietnam's vanquished 
generals 
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Pakistan ammunition 
dump explodes 
A fire at a Pakistan army am- 
dump near Is- 


hour-long shower of missiles, 
rockets and shells, killing sev- 


- |. eral hundred people and injur- 


ing at least 3,000. Although the 
official casualty figure was 93 
_ dead and 1,100 wounded, offi- 
: cials conceded the toll could be 
. much higher. 

President Zia-ul Haq cut 
short an official visit to Kuwait 






at : to return to Islamabad. He de- 


-nied US-sourced reports that 
the stocked ammunition was 
the Afghan 
mujahideen. The government 
said it would shift all ammuni- 
tion depots away from urban 
centres and an inquiry has been 


' ordered. Although the fire has 


^ been called an accident, mili- 
tary sources say they do not 
rule out the possibility of sabot- 
age. — Husain Haqqani 


China trip confirmed 

by President Aquino 

Philippine President Corazon 
Aquino on 11 April reaffirmed 
plans to visit China and Hong- 
kong from 14-16 April, despite 
fears that after the 2 April es- 
cape from army custody of Col 
Gregorio Honasan, leader of 
the bloody August 1987 revolt, 
dissident military factions 
could try to mount a coup in 
her absence. — James Clad 


Indian armed forces 
induct defence systems 
India brought into service two 
locally developed and produc- 
ed low-level surveillance 
radars — Indira I and Indira II 
— for the army and the air- 
force, while an indigenously 
developed pilotless target air- 
craft, the prototypes of which 
have been successfully tested, 
is to enter service soon. 
Meanwhile, work is said to 
be advanced on the develop- 
ment of a special surveillance 
radar for the navy to detect sea- 
skimming and anti-ship mis- 
siles. — Salamat All 


Renewed Muslim violence 
in southern Thailand 
Muslim bandits killed five 
workers on 9 April when they 
raided a remote construction 
site in the southern Thai pro- 
vince of Narathiwat near the 
Malaysian border. The inci- 
dent followed a spate of violent 


40 


attacks on government and 
Buddhist targets over the past 
two months in the Muslim- 
dominated south. The ter- 
rorism upsurge was blamed on 
a few small Muslim separatist 
movements which have tried to 
regroup in the face of defec- 
tions to the government in re- 
cent years. 

— Paisal Sricharatchanya 


Wingti outmanoeuvres 
the PNG opposition 

Papua New Guinea Prime 
Minister Paias Wingti bought 
himself two months to prepare 
for an opposition no-confi- 
dence motion by adjourning 
parliament on 11 April until 27 
June on a vote carried after 
many MPs had left the 


chamber. The motion had been 





tabled for debate the following 
week. 

Wingti feared that former 
defence minister Ted Diro — 
sacked over a corruption scan- 
dal — might lead his group to 
vote against the government. 
Following the adjournment 
vote, Wingti moved to retain 
Diro’s support by appointing 
him special minister of state 
with no specific portfolio, 
though Diro still faces a judicial 
inquiry. — Michael Malik 


Rangoon releases 
casualty figures 

Burmese Government forces 
suffered 592 dead and 1,666 
wounded in clashes with com- 
munist and ethnic insurgents 
in the year to 20 March, ac- 
cording to recent official fig- 
ures. During the same period, 
1,688 rebels were killed and 
378 captured, and large 
amounts of arms, ammunition 
and equipment were seized. 
Casualties in the previous year 
were heavier on both sides, 
with 651 government troops 
killed and 1,887 wounded, and 
2,538 insurgents killed and 463 
captured. — M. C. Tun 


Japan trade surplus in 

first fall since 1981 

Japan's trade surplus for fiscal 
1987 (ended 31 March 1988), 
recorded the first year-to-year 
decline since 1981, the Ministry 
of Finance announced. The 
surplus totalled US$76.01 bil- 
lion on a customs-clearance 
basis, compared with the 1986 
figure of US$89.76 billion. Ex- 
ports during the fiscal year rose 
10.6% to US$237.99 billion, 
while imports jumped 29.2% to 
US$161.98 billion. 


— Charles Smith . 


China passes major new 

state-owned enterprise law 
After a nine-year debate, and 
numerous revisions, 
State-Owned Industrial Enter- 
prise Law has been passed by 


Congress. The law, which 
takes effect on 1 August, de- 
fines the rights and duties of 
state-owned enterprises and 
the responsibilities of mana- 
gers and workers. It also de- 
fines the roles of the party sec- 
retary and the factory man- 
ager, stating that the latter will 
take the lead in running the en- 
terprise. Enterprises are to 
have full responsibility for their 
profits and losses, and mana- 
gers will have the right to hire 
and fire — under certain condi- 
tions. Its passage will make 
possible the implementation of 
the bankruptcy law for state 
enterprises. — Ellen Salem 


Jobs to be lost in bank 
merger in Australia 


BUSINESS 


China's. 
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the seventh National People's 


In the course of a "rationalisa- - 


tion" which will see the merger 
on 1 June of Midland Interna- 
tional Australia (MIA) and 
Dominguez Barry Samuel 
Montagu (DBSM) — both 
wholly owned by the British- 
based Midland Bank — about 
10% of the two company’s 400 
jobs will disappear, according 
to DBSM sources. Those most 
at risk will be in the lending di- 
vision of MIA, which is to 
phase out this part of its busi- 
ness in the face of stiff competi- 


CORRECTION 
In Future conditional [ REVIEW, 
14 Apr.] it was stated that 


Daiwa Securities' precious met- 
als unit is a direct subsidiary. In 
fact, it is a subsidiary of Daiwa - 
| Wago, itself a 100%-owned 
subsidiary of the parent. 
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merchant banks. 

Bringing the merged opera- 
tion under one roof is only part 
of a worldwide examination of 
the troubled Midland's opera- 
tions outside Britain, which has 
already seen the sale of Green- 
well Montagu,  Midland's 
stockbroking operation. The 
Hongkong and Shanghai 
Banking Corp. recently 
aquired a 15% stake in Mid- 
land. — Michael Malik 


Daewoo locks out workers 
after wage talks fail 
Daewoo Shipbuilding and 
Heavy Machinery has staged a 
lock-out at its huge Okpo ship- 
yard following the breakdown 
of labour-management talks on 
11 April. The yard’s 3,000 
workers have been on strik 
since 1 April demanding a 559. 
pay increase while manage- 
ment has offered 12%. The 
veuve lost Won 44.6 billion 
(US$60.27 million) in 1986, 
and it is believed to have lost 
Won 69.4 billion last year. 

— Mark Clifford 


Singapore committee will 
study oilutures market 
The Singapore Government 
has set up a committee to over- 
see a feasibility study on estab- 
lishing an oil-futures market. 
The proposed market would 
augment the existing spot mar- 
ket, the Monetary Authority of 
Singapore and the Trade Deve- 
lopment Board said. The new 
market would come under the 
auspices of the Singapore In- 
ternational Monetary Ex- 
change, the republic's existing 
futures market. The commi 
tee, made up of governme! 
representatives, oil traders and 
refiners, commission houses, 
major oil users, shippers and 
the exchange, expects to com- 
plete its study by the end of 
1988. — Ellen Salem 


Fiji revises 1988 figure 


| foreconomic growth 





Fiji Finance Minister Josevata 
Kamikamica said that the fore- 
cast for 1988 GDP growth has 
been revised upwards to —1% 
from -6%. The economy con- 
tracted in 1987, following two 
military coups. He said, how- 
ever, that the economy con- 
tinued to stagnate and that a 
wage freeze would have to con- 
tinue. The prospects for com- 
modity exports — such as 
timber, gold, sugar and fish — 
were good, and tourism earn- 
ingshadrisen. ——— 

|. — A Correspondent 


tion in Australia from other 





FLAG FLURRY . 
A diplomatic row over the flying of 
the Chinese flag was quietly averted 
at the 44th annual session of the UN’s 
Economic and Social Commission for 
Asia and the Pacific being held in 
Jakarta. Chinese delegates objected 
when Indonesian security agents 

wanted to stop China's flag flying 

alongside those of other member 

' countries at the meeting. Diplomatic 
relations between China and. 
Indonesia have been frozen since an 
abortive communist coup in Jakarta 
in 1965. Conference sources said a 
senior Indonesian official — possibly 

. President Suharto, who gave the 

| opening speech — intervened to 
allow the flag to remain. — 


TOURS CANCELLED 
mer Rouge guerillas fighting the 
vietnamese-backed government in 
" Cambodia recently shelled the Siem 
Reap airport near the historic 
| Angkor Wat temple in northwestern 
Cambodia. Phnom Penh has closed 
the suport for repairs, cancelling 
several scheduled trips by American 
and Japanese tourists who have been 
visiting the temple complex in 
increasing numbers during the past 
few months. 


INVASION WORRIES 


Vietnamese military intelligence is 
concerned that China is preparing to 
send a brigade-size invasion force of 
marines to seize at least one of eight 
Spratly islands now occupied by 
Vietnamese troops. The Chinese 
have already occupied several reefs in 
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| AFGHANISTAN 
Muslim guerillas shot down an An-26 
assenger aircraft near the Soviet border 
<illing 29 people aboard, Radio Kabul said 
(10 Apr.). 


AUSTRALIA 

. The opposition Liberal Party won a by- 
election in Groom, southeast Queensland 
(10 Apr.). 


BANGLADESH 

President H. M. Ershad lifted a state of 
emergency imposed last November (72 
Apr.). 


CHINA | 
. Wall posters criticising the leadership for 
neglecting education anl intellectuals were 
put up by students while dozens of graduate 
students from Peking University staged a 
Sarcastic protest march to Tiananmen 
Square (6 Apr.). Students continued wall 
poster protests against the government. 
. Yang Shangkun was named president of the 
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| decided to sell Stinger anti-aircraft 
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the disputed area in the South China 
Sea following military clashes with the 
Vietnamese in March. Now, the fear 
in Hanoi is that the Chinese want to 
secure an island in order to build a 
runway, because their aircraft have to 
fly twice as far to the islands — from 
Hainan Island — as the Vietnamese 
do from their base at Cam Ranh 

Bay. 


STINGER SALE 
The US Defence Department has 


missiles to Japan. The shoulder-fired 
heat-seeking missile has been used 
effectively by Afghan mujahideen 
against Soviet aircraft in Afghanistan. 
Despite the anti-Japanese mood in 
the US Congress, this sale is not 
expected to be opposed. 


HELPFUL HINTS? 
pec Spanish Prime 

| | Minister Felipe 
Gonzalez will visit 
|| the Philippines 

| during the third 
week of May. 
Spain's 
reputation in 
Manila is riding 
high — Madrid is 
said to have kept 

| President 

Corazon Aquino's government well 
informed about Spain's recently 
concluded negotiations over the 
future of US bases there, a helpful 
gesture in view of the current review 
of the US-Philippine military bases 
agreement that began on 5 April. 
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country at the National People's Congress | 
(8 Apr.). | 
HONGKONG 

In an apparent reversal of opposition to 
the law-making Legislative Council and the 
British Parliament debating the contents of 
the Basic Law, Chinese Foreign Minister Wu 
Xueqian announced during a break in the | 
National People's Congress that China will 
not oppose debates on the first draft which is 
due to be released by early May (6 Apr.). 
China's army, navy and air force will be 
stationed in Hongkong after 1997, a member 
of the Chinese team to the Sino-British Joint 
Liaison group said (12 Apr.). 


INDIA 

A journalist was beheaded and his head 
strung up in a public square in Darjeeling in 
separatist violence by Gurkhas (12 Apr.). 


PAKISTAN 
An explosion at a Pakistan Army arms 
depot poured hundreds of missiles into Is- 


MA Rarer etia tr rtr a: 


Spain is also the first country t 
accept an invitation fro: 
Secretary Raul Mangla 
attend a "conference on re: 
democracies," to be hosted 
from 3-6 June. | 


CONTINGENCY PLAN - 
Plans are being made to create a: 
province around the Mazar Sharif 
area of Afghanistan which borders 
the Soviet Republic of Uzbekistan. : 
The move appears to be a Moscow- 
inspired contigency plan to provide 
against the fall of Kabul to anti-Soviet - 
mujahideen in any civil war following 
proposed Soviet troop withdrawal. . 
The Soviets’ aim, intheeventofa | 
breakup of Afghanistan, is to secure. 
the northern Afghan periphery along 
their border. Should the communist 
poe be forced to flee from 
Kabul, it could be reorganised in this 2i 
area and recognised by Moscow as the - 
de jure government of all of E 
Afghanistan. 


PILOTS WANTED E 
Apart from the high cost of buying the | 
American F16 fighter-bombers, a " 
oe the Indonesian Government | 
ace is a shortage of suitably qualified. 
pilots to undergo the lengthy training. | 
necessary to fly the sophisticated jets. -| 
Some military analysts estimate that 
only one in five pilots who fly 
Indonesia's squadron of less- 
advanced F5 fighters will be able to 
handle the F16. Jakarta plans to 
follow Asean partners Thailand and 
Singapore in acquiring a squadron of 
12 F16s. 
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lamabad and nearby Rawalpindi killing at 
least 80 people and injuring more than 1,000 
(10 Apr.). Unofficial reports said that the 
death toll from the blast could be 300-400 
Afghan agents were linked by Western dip: 
lomats in Islamabad with the arms dump ` 
explosion (77 Apr.). vi 


PHILIPPINES | A 

Police clashed with about 3,000 demon- . 
strators who rushed the gates of the US Em- | 
bassy demanding the removal of American 
military bases and nuclear arms (8 Apr.). 
An accomplice of Col Gregorio Honasan 
esacaped custody while on release from jail 
for a dental appointment (9 Apr). Abo 
2,000 anti-terrorist soldiers have encircl 
Manila to protect the capital from attacks t 
both army and communist rebels, the Philip- 
pine News Agency reported (10 Apr.). 


SOUTH KOREA ei 
Campaigning for parliamentary elec 

tions opened with the opposition divided ( 

Apr.). "s 
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By Robert Delfs in Peking 

Te strong support Li Peng received 
; in his confirmation as premier from 
. delegates to China's 7th National Peo- 
-. ple's Congress (NPC) has done much to 
dispel earlier concerns over perceived 
strains in the leadership. It appears 
— from Li’s confirmation poll, held as the 
Ith NPC's first session drew to a close, 
© that the delegates did not associate Li's 
cautious approach to economic and po- 
litical reform with ideological conserva- 
tives who have resisted reform efforts. 

Li was confirmed in the top state 
post with only 18 “no” votes and five 
abstentions, tying with Chinese 
Communist Party (CCP) General 
Secretary Zhao Ziyang — who re- 
ceived an identical tally in his con- 
firmation as vice-chairman of the 
state Central Military Commission 
(CMC) — for the least number of 
dissenting votes received by any 
candidate for top state positions. 
The identical tallies for Li and Zhao 
suggest that the delegates do not 
perceive significant tensions or pol- 
icy differences between the two 
leaders. 

A list of candidates for other 
top state leadership posts, decided 
during preparations for the 13th 
CCP congress in November last 
year, was approved without appar- 
ent change by the nearly 3,000 
NPC delegates, confirming Yang 
Shangkun and Wang Zhen as pre- 
sident and vice-president, respec- 

. tively, Wan Li as chairman of 
the NPC standing committee and 

Deng Xiaoping as chairman of the 

CMC. 

The NPC also approved a new 
state enterprise law and adopted 
constitutional amendments broad- 
ening the legal basis for pri- 
vate enterprise and the transfer of 
the use-right of land. A major reor- 
ganisation of state council ministries 
and commissions was also ap- 
proved. 

Li’s confirmation as prémier does 
not immediately provide him with 
power or stature equivalent to Zhao, 

| though it gives him a political base from 

. which to work. But the party's formal 
decision-making role in determining 
broad policies has been strengthened 
since Zhao took over the top CCP post 
last year, and Li is working with a body 
of state council leaders largely shaped 
by Zhao. 

Li's influence over economic policy, 
in particular, will not be comparable to 

















Li Peng receives firm backing as premier from NPC delegates 


ally 'round the state 


| that of Zhao when the latter was pre- 

mier. Then, Zhao had key responsibil- 
ity for developing strategies of eco- 
| nomic reform. 
The locus of economic policy deci- 
sion-making remains the CCP politburo 
and its central finance working group. 
Headed by Zhao, the central finance 
| working group includes Li, vice-pre- 
| miers and politburo members Yao Yilin 
and Tian Jiyun, agricultural specialist 

Du Runsheng, former Anhui province 
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REVIEWDIAGRAM by Andy Tang 


| leader and state economic commission 
head Zhang Jingfu and heavy industry 
specialist An Zhiwen. 

Zhao has also pre-empted the area of 
political reform, setting out broad 
strategic outlines in his report to the 
13th party congress last year and estab- 
lishing a new d political reform re- 
search group, headed by his former po- 
litical secretary, Bao Tong. 

Foreign affairs is an area in which Li 
could assert his influence. Together 
with former foreign affairs minister Wu 









Machine Building ; 


| Xueqian, who the NPC confirmed as a 
| new vice-premier, Li is co-head of the 
| central party external affairs working 
| group. However, foreign affairs is not 
| an area for which Li has previously 
| shown any particular flair or en- 
| thusiasm. Zhao did not discuss foreign 
| relations in his report to the 13th party 
congress, which some observers suggest 
indicates the field may be open to Li. 

A factor constraining Li's influence 
| over the shape and pace of reform is the 
appointment of Wan Li as chairman 
of the NPC standing committee. .' 
committed reformer and strong ac 
vocate of rural interests, Wan was 
once touted as Deng’s and Zhao’s 
preferred candidate for premier. 
The 155-member NPC standing 
committee normally meets every 
two months. This, rather than the 
full NPC which meets in plenary ses- 
sion only once a year, is the real 
analogue of a working parliament in 
China. | 





W an’s predecessor as NPC stand- 
ing committee chairman, Peng 
Zhen, was a powerful and comba- 
tive conservative whose previous 
conflicts with Deng and other re- 
formers blocked his advancement 
to the politburo. Isolated from the 
centre of party power, Peng made 
the NPC standing committee into a 
more autonomous institution, occa- 
sionally blocking or delaying re- 
formist legislation promoted | 
Zhao. 

Peng was a key force behind the 
ousting of former party general 
secretary Hu Yaobang in January 
1987 and, during the high-tide of 
a campaign against “bourgeois 
liberalisation” that followed Hu's 
toppling, Peng’s NPC standing com- 
mittee was briefly an important base 
for conservative criticism of re- 
form. 

Peng has now stepped down from 
all party and state posts, and several 
of his allies in the NPC standing com- 
mittee leadership have retired as well. 
With Wan’s dg this key 
organ is now in the hands of a reliable 
Deng-Zhao ally. 

Eleven of the 19 committee vice- 
chairmen are holdovers from the 6th 
NPC standing committee. Five are 
party central committee members. 
Three of the eight new vice-chairmen 
are former party politburo members or 
alternate members — including former 
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People’s Bank of China (PBoC) head 
Chen Muhua. Only sociologist Fei Xiao- 
tong, educator Sun Qimeng and legal 
expert Lei Jieqiong have not previ- 
ously held top party or government posts. 

There are 80 new faces among the re- 
maining 135 standing committee mem- 
bers, selected in the only NPC election 
with more candidates (144) than posts. 

The reorganisation of state council 
ministries and commissions was ap- 
proved by the NPC with a significant 
modification. The original plan would 
have merged the Railroads Ministry, 
Communications Ministry and the Civil 
Aviation Administration of China 
under a new transportation ministry. 
This provision was dropped from the 
final proposal, allegedly in response to 
comments by NPC delegates. 

In terms of personnel, however, the 
State council leadership remains almost 
identical to that under Zhao. Tian and 
Yao remain vice-premiers, joined only 

' Wu. 

Of the 41 ministers approved by the 
NPC, 26 ministers were ministers in the 
previous state council and nine were 
vice-ministers — five in the same or 
equivalent ministry. 

The number of state councillors was 
reduced from 11 to nine. Among the 
new councillors are Li Tieying — who 
also takes over Li Peng’s former post as 
head of the state education commission 
— State council general secretary and 
Zhao ally Chen Junsheng, Peking 
mayor Chen Xitong, Public Security 
Minister Wang Fang and new Defence 
Minister Qin Jiwei. 











“BAR EASTERN ECONOMIC REVIEW = 97 APRIL 1990 










The only really new face is Li Gui- 
xian, who replaces Chen as head of the 


PBoC and as a state councillor. Like Lj 


Peng, the former Anhui first party sec- 
retary was trained as an engineer in the 
Soviet Union and spent much of his 
early career in industry and party work 
in the northeast. 

Of the 41 ministers, 33 are members 
of the party central committee, of whom 
four are politburo members. Of the 
rest, Finance Minister Wang Binggian is 
a former central committee member, 
and Family Planning Minister Peng 
Peiyun is a member of the party disci- 
pline inspection commission. 

As an exercise in openness and 
democracy, the elections were not im- 
pressive. The image of the NPC as a 
forum for discussion and criticism of 
government policy has been broadened 
and strengthened, but the handling of 
elections left no illusions about the 
limits of its role as a decision-making 
body. 

There was only a single candidate for 
each post — except in the case of the 
NPC standing committee. It was clearly 
understood that the top state posts had 
been fixed during informal CCP meet- 
ings at the Beidaihe seaside resort in 
mid-1987, when overall personnel ar- 
rangements were being made in prepa- 
ration for the 13th party congress. 

NPC delegates could vote to approve 
or oppose any candidate, or abstain. No 
vote tallies were officially reported, 
but the results for the top positions 
were known within hours of each elec- 
tion. 




























| kind was agreed with both sides con- 


| Diego Cordovez the following day that |. 
| the Geneva documents would be ready © 
| for signing by 14 April. 


| Gorbachov and Najibullah was far from - 
| specific as to what was discussed, it did | 
| say that the two “believe that the last - 
| obstacles to concluding the agreements - 
| have now been removed thanks to con- - 
| structive cooperation of all who are in- | 
| volved in the settlement . . ." Talking to 

| party leaders in Tashkent on 8 April, 

| Gorbachov said only that the Soviet | 
| politburo had “found approaches" per- - 
| taining to a settlement. This was taken 
g . | by the US as clear, positive sign from 
| Moscow. 


promise Soviet offer was contained in a 
| letter from Shevardnadze to Shultz, 
| though the contents of the letter have 
.. | not been released. Another US source . 
«| told the REVIEW's Washington corres- — 







over their differences 


By Ahmed Rashid in Geneva and 
Sophie Quinn-Judge in Moscow 
At: six years of frustrating negotia- - 
tions, an international agreemen 

— guaranteed by the two superpower 
— is to be signed in Geneva to enabl 
Soviet troops to begin their withdrawa 
from Afghanistan on 15 May. . 
The current round of the G 
talks had remained deadlo 


The latest stumbling block had been. |... 
the US insistence that Moscow should | | 
stop the supply of arms to the Kabul re- | 
gime, after the Soviet withdrawal be- 
gins, just as the US would also cut off its 
aid to the anti-Kabul Afghan guerillas 
— the so-called principle of diplomatic 
symmetry. The Soviets rejected the US 
argument, claiming that it would violate |. 
their long-standing treaty commitments |. — 
with successive Afghan governments. 
In the event, symmetry of a different 





tinuing to aid their clients. 

The first signs of the breakthrough 
came as Soviet leader Mikhail Gor- 
bachov pulled off a last-minute rescue 
mission when he conferred with Afghan 
President Najibullah at a hastily ar- 
ranged meeting in Tashkent on 7 April. 
Their consultations cleared the way for 
the announcement by UN mediator 



























Although the joint statement by - 






























US officials confirmed that the com- 




















pondent that the impasse was broken by - 


a casual remark by the Soviet foreign - 


- minister to Shultz. Justifying continued 
Soviet aid to Kabul, Shevardnadze is 
- known to have said that the Geneva in- 
strument called for the cessation of "in- 
terference but not aid." 
. As late as 3 April Shevardnadze was 
= complaining in Kabul about the "un- 
` helpful position" of the US and Pakistan 
at the Geneva talks. Even the earlier 
. Soviet threats to withdraw their troops 
unilaterally and outside the Geneva 
process and on their own terms, now ap- 
pear to have been a bluff. 

By the same token, the Soviet com- 
promise on continued US military aid to 
the mujahideen confirms Moscow's ea- 
gerness to get out of Afghanistan quickly 
and is also an indication that Gorbachov 
has achieved a high-level consensus on 
his policy. The Soviet leader confirmed 
in a speech published on 10 April that 
Soviet troops would begin their with- 
| drawalon 15 May. 
| The Geneva agreement hammered 
. out by Cordovez contains four accords. 
Shultz and Shevardnadze will sign a 
specific instrument of the accord that 
will make both the superpowers co- 
guarantors of the agreement. The two 
will also sign another instrument, along 


ee with Pakistan and Afghanistan, that 





MALAYSIA 


Pas up and running 


The opposition Islamic party looks ahead to next elections 


By Suhaini Aznam in Kuala Lumpur 
M alaysia's Parti Islam (Pas), the op- 
position. party which tried but 
failed to win two states in the 1986 gen- 
eral election, seems to have recovered 
from its bitter disappointment at the 
polls. Its general assembly, held on 8-10 
April, was congenial and open, with 
delegates looking ahead to the next 
elections and discussing steps to im- 
prove party machinery. 

Pas, the only Malay-based rival to 
| the United Malays National Organisa- 
| tion (Umno), the dominant party in the 
“| ruling National Front coalition before it 
was deregistered recently, had won a 


| substantial 45.8% of the vote in Kelan- 


tan state and 39.876 in Trengganu state, 
| both on the conservative east coast, in 
| 1986. But its performance at national 
level was dismal — it won only one par- 
liamentary seat. 

At the assembly, delegates express- 
ed fears that Malaysia's election com- 
mission was not independent of the Na- 
tional Front and cited a number of appa- 
rently dubious election practices. These 
| ranged from the integrity of postal 

. votes, given the absence of election 








deals with the withdrawal of Soviet 


troops. 

Two other instruments, on non-in- 
terference and non-intervention and the 
return of some 5 million Afghan ref- 
ugees abroad, will be signed by the 
Pakistani and Afghan representatives. 
Each of the four instruments in four lan- 
guages — English, Urdu, Pushto and 
Russian — have to be signed separately. 
Since 8 April, the translations have 
been cross-checked for accuracy by ex- 
perts from each of the four governments 
and the UN. 


A nto memorandum of under- 
standing details the arrangements 
for monitoring the troops pullout, with 
the monitoring machinery being pro- 
vided by the UN. The UN outfit is to be 
called the United Nations Implementa- 
tion-Assistance Group (Unimag), con- 
sisting of 50 UN military personnel led 
by a Finnish general, Benon Sevan. A 
senior UN political field officer for 
Unimag is already in Geneva and will fly 
out to Kabul and Islamabad for the 
initial field survey once the agreement is 
signed. 

Pakistan, which had insisted on the 
formation of an interim regime in Af- 
ghanistan before the Geneva agreement 
was finalised, has had to compromise on 


supervisors, to the number of ballots 
cast for state seats not tallying 
with those cast for parliamentary seats. 
The lower the rank, the more overlaps 
between election officers and Umno of- 
ficials, a Pas youth-wing delegate said. 

These criticisms were interspersed 
with digs at the split in the now deregis- 
tered Umno, leading to a handful of 
suits against its successor, Umno (Baru) 
or New Umno. “Umno, which has al- 
ways accused Pas of splitting the Mus- 
lims and claimed itself to be a champion 
of unity, is now an amazing example of 
disunity," Pas president Yusof Rawa 
said. “We must be ready to replace 
Umno should it disintegrate," a dele- 
gate said, adding: “Pas’ weakness lies 
not in our poverty but in people's lack of 
confidence that we can form the govern- 
ment." 

The intensity of Pas-Umno rivalry 
surfaced when one delegate demanded 
to know, through a show of hands, how 
many of them had married Umno mem- 
bers. Pas children were not joining in 
their parents' struggle, he said. 

The government's use of the Internal 
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its stand and will have to depend on | l 
Cordovez for the expected new regime | 






in Kabul. Authorised by all four delega- 
tions — the Soviet Union, the US, 
Pakistan and Afghanistan — Cordovez 
issued a statement: “At this crucial 
stage, all concerned will therefore pro- 
mote the endeavours of the Afghan 
POPE to work out arrangements for a 

road-based government and will sup- 
port and facilitate that process." Pakis- 
tani diplomats emphasised the impor- 
tance they attach to Cordovez in help- 
ing to forge a coalition government in 
Kabul. 

However, there are still obstacles to 
the formation of an interim coalition be- 
cause the Peshawar-based mujahideen 
have rejected the Geneva accords and 
Kabul is still insisting on pursuing its 
policy of national reconciliation — 
where the current regime retains its 
dominance and which he guerillas have 
opposed as being unacceptable. 

As if to counter such opposition, t! 

7 April Gorbachoy Nabilah declara- 
tion in Tashkent did not mention the 
predominant role to be played by the 
ruling People’s Democratic Party of Af- 
ghanistan (PDPA) in national reconcili- 
ation. In the past, the Afghan president 
has always insisted on the pivotal posi- 
tion of the PDPA. Instead, the declara- 






Security Act (ISA) also came under 
fire. Ten Pas state and youth-wing lead- 
ers are still being detained following 
mass arrests under the ISA of op- 
positionists and other government cri- 
tics in October 1987. While in deten- 
tion, some delegates claimed, the Pas 
members were being persuaded to 
switch support from Pas to Umno 
(Baru). 

Another Pas member, from Treng- 
ganu, was arrested by the police 
special branch more than 60 days ag 
relatives of the member said. It was nur 
known whether his arrest was also 
under the ISA or other legislation. Pas 
is contemplating seeking the release of 
all its members in court through habeas 
corpus applications. 


outh chief Halim Arshat argued that 

the government was using the ISA 
because it fears the spread of Islamic 
awareness among the people and, by 
implication, public receptivity to Pas' 
ideology and struggle. Several govern- 
ment leaders had made anti-Chinese 
statements — especially at an Umno 
Youth rally in Kuala Lumpur on 17 Oc- 
tober — yet they had not been detained 
under the ISA, another delegate said. 

Other delegates at the assembly 
raised Islamic concerns. Pas Kelantan 
chief, Nik Aziz Nik Mat, as head of Pas’ 
theologians wing, answered delegates' 
questions on polygamy and dress — on 
which he took a liberal stance. He 
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tion talked about a multi-party system 
and this has encouraged UN diplomats 
and the Pakistanis to believe that once 
an agreement is signed, Kabul will mod- 
ify its stand. 

However, the key to the Afghan situ- 
ation in the wake of the Geneva settle- 
ment will be the understanding between 
the two superpowers. The two sides are 
known to have indicated to the UN that 
they will stop military supplies to their 


respective allies, if the other side did | 
likewise. If either of the Afghan adver- | 


saries came under armed pressure, it 


would put their foreign backers in a | 


uandary. In recent weeks, the US and 
the Soviets have begun stockpiling arms 
for their allies. 
Pakistan's position is extremely deli- 
cate, because the US aid to the mujahi- 


deen would still have to pass through | ge 


Pakistan and that would be a violation 
of the agreement. Washington will con- 
tinue to need Pakistan to make sure that 

ie guerillas are not militarily defeated. 
~ early April, Washington promised to 
supply Pakistan with 11 additional F16 
fighters and 560 air-to-air missiles worth 
US$343 million. 

A senior Pakistani diplomat paid a 
short visit to Iran in early April to brief 
Iranian leaders on the Geneva agree- 
ment and it is understood that Teheran 








Yusof Rawa: intense rivalry. pore 
said that any colour was allowed 
for men’s and women’s clothing and 
that the dress of any nationality — 
Chinese, Indian, Malay or Arab — was 
acceptable as long as it covered the 
aurat (unexposable parts of the body) as 
required by Islam. 

Aziz said women’s faces are not 
aurat but should any Muslim woman 
wish to wear a purdah, a face covering, 
that was certainly permitted, he said. As 
if they had pre-knowledge of his words, 
fewer women this year appeared at the 
assembly wearing the purdah and a few 
had exchanged their usual grey and 
brown robes for colourful, printed at- 
tire. 


C FAR EASTERN ECONOMIC REVIEW e 21 APRIL 1988. 


ted 
"pit 


. oe Ld 
C8 renee, PA Eder to t Se. 
H ta, 


Najibullah: multi-party system. 

will raise no objections to the accord. 
There are some 2 million Afghan ref- 
ugees in Iran, but Teheran has not 
taken part in the Geneva process and 
has condemned the UN peace effort in 
the past. Sources said that Iran cannot 
afford to annoy the Soviets by blocking 
the accord because it needs Moscow's 


support in its war with Iraq. 


No go for the Tunku 


he challengers to Prime Minister 
Datuk Seri Mahathir Mohamad suf- 
fered a minor setback in the High Court 


| on 12 April when it turned down an ap- 
| plication by two former prime ministers 


for an injunction to stop the Mahathir- 


| led Umno (Baru), or New Umno, from 


registering party members. 
The application, submitted by Tunku 
Abdul Rahman, Malaysia’s first prime 


| minister, Tun Hussein Onn, its third, 


and a former agriculture minister, had 
asked the court to forbid Umno (Baru) to 
recruit members from the now deregis- 
tered United Malays National Organisa- 
tion (Umno). Further, they had asked 
that Mahathir and Umno (Baru) pro- 
tem secretary-general Datuk Mohamed 
Rahmat — named as defendants — re- 
frain from making statements about 
Umno Malaysia, which the Tunku 
and others are trying to set up, and 
that the defendants be barred from 
transferring Umno's assets to Umno 
(Baru). 

They had asked for the injunction 
pending the outcome of another suit 
against the decision not to register 
Umno Malaysia after the original 
Umno was declared unlawful on 4 
February. 

In his brief judgment before a packed 









fem | mujahideen have stocked up arms which 
Bi | could last for a year. However, 
B clear whether the US would have to re- 


E Pakistani arms depot in Rawalpindi. 
ZU Most of the weapons destined for the 





Minor setback for Mahathir’s challengers in court 
















































» Nayan Chanda writes from W 
ton: Announcing the 
ance of the Geneva deal on. 
President Reagan a: 
conservatives that Washin 
selling the mujahideen do: 
He praised the Afghan peop 
“valiant struggle" and added 
great pride in having assiste 
ghan people in this triumph, an 
can count on our continued sup 
Reagan also took care to pledge “cor 
tinued friendship and support" to Pakis 
tan. 
According to US officials, the. 


it is not 


vise that estimate in the light of the de- 
vastation caused by fire on 10 April ata 


mujahideen were reportedly stocked in 
that depot. pud e ud 
mujahideen not to attack the r ; 
Soviet columns as the Soviets have pri- 
vately pledged not to undertake any of- 
fensive action against the resistance 
during the withdrawal. Shultzexpressed | 
the hope that in the interests of the Af- 
ghan refugees returning home the muja- — 
hideen would desist from fighting. gy | 





court, Justice Datuk Ajaib Singh said 
that there was “no justification for 
Umno Malaysia, whose existence is 
shrouded in uncertainty, to bring this 
action against Umno (Baru)." 

Having been registered, Umno 
(Baru) was **doing no more than pursu- 
ing its legitimate aims and aspirations as _ | 
a lawful political party," said Ajaib, re- | 
ferring to the Umno (Baru) distribution | 
of membership forms. Counsel for 
Umno (Baru), Zaki Tun Azmi, had.a 
gued that “it was not the plaintiffs’ 
business to tell my clients what to 
do." E 
Addressing the vital issue of assets 
and liabilities, recent amendments to the 
Societies Act provided “ample 
safeguards” to former Umno members, 
said Ajaib, without going into the argu- - 
ments of Raja Aziz Addruse, counsel for 
the plaintiffs, about their fears of being - 
deprived of their share of the assets. As 
to restraining Umno (Baru) leaders from 
making statements concerning Umno 
Malaysia, that “would be wrong and 
even preposterous" given constitutional 
guarantees on freedom of speech, said 
Ajaib. “Political parties are free 
to make statements on matters of 
public concern,” he added. 

— Suhaini Azn 
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Old soldiers never die 


3 Former Abri chief Murdani expected to retain influence 


-. By Rodney Tasker in Jakarta 


i is an important factor in : 
Indonesia and right now Gen. | 


Benny Murdani is being scrutinised as 
never before to discover whether his ap- 
parent transition from strongman to 
mere government servant is symbolic or 
real. Those who know Murdani well 
cannot believe that the tough, influen- 
tial general has any intention of fading 
away yet — and they are probably right. 
— In the current power-realignment 
- equation, following a particularly excit- 
- ing period by contemporary Indonesian 
political standards, Murdani's future is 
. the centre of attention among political 


| observers. No one doubts that President 


Suharto is still in full political control. 


23 | But the fact that he asked Murdani — 


his loyal lieutenant of so many years — 
to clear out his desk at the powerful of- 
fice of the armed forces (Abri) chief and 
move to the lesser position of defence 
minister, and now seems to want him to 
relinquish his potentially powerful com- 
mand of the internal security agency, 
Kopkamtib, is leading to speculation 
that the president wants to clip the gen- 


=}. eral's wings. 


The 10 February announcement that 
Murdani was handing over his position 
as Abri chief to then army chief of staff 
Gen. Try Sutrisno was not entirely sur- 


prising. However, it led those observers - 


who believed the 55-year-old general 
had piqued Suharto by complaining 
about his family’s voracious business 
habits and had generally become too 
strong for comfort, to feel they were 
right. Because of his age, Murdani was 
due to retire from active service next 


Dd October anyway, but Suharto could 


have extended his tour as Abri chief if 
he had wanted. 

Then came the People's Consulta- 
tive Assembly (MPR) in March which, 
= while smoothly re-electing Suharto for 
| another five-year term, saw an unpre- 
| cedented challenge to Suharto's an- 
| nointed candidate for vice-president, 


| then state secretary Sudharmono. The 


| fact that the MPR's Abri faction gave 
| onlyits indirect support to Sudharmono 
. — and even that the Muslim-based 
| United Development Party leader 
|. Jailani Naro ran against him for a while 
l before withdrawing — was somehow 
] linked by some analysts to Murdani's 
| purported disgruntlement. 
f It is an open secret that Sudharmono 
| is Murdani’s rival in Suharto’s second-tier 
» power base. Many senior Abri officers 
are also concerned that a retired Heuten- 
ant-general, whom they consider to be 
more a lawyer/bureaucrat than a soldier 
and political leader, should be moved os- 





tensibly so close to the presidency. 
Yet it was thought that even if Mur- 
dani was losing out in terms of military 
office and seeing his rival elevated to 
vice-president, he might retain com- 
mand of Kopkamtib. When Murdani 
became Abri chief in 1983, he was the 
first military boss to take over simul- 
taneous command of Kopkamtib. On 28 
March, Murdani announced that Kop- 
kamtib would be replaced by a new 
agency, to be managed by Sutrisno, 
under Suharto’s overall authority. 
Murdani said the yet-to-be-named 
agency which will replace Kopkamtib 
will now concentrate more on 
“safeguarding national development” 
than its original role of chasing sub- 
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versives. According to government 
sources, this means that a new agency 
along the lines of a crisis-management 
body will be set up, with Sutrisno coor- 
dinating its functions at the instigation 
of Suharto and tackling such issues as 
smuggling and corruption as they arise. 


n any case, it appears it will no 
longer be under Murdani, who also 
loses control of another powerful 
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SHADOW PLAY | 


agency: Bais, the military strategic in- | 


telligence agency, which will now come 
under Sutrisno. 

As defence minister, therefore, 
Murdani will officially deal only with 
such matters as the military budget, re- 
cruitment and procurement. His pre- 
decessor, Poniman, stuck to his script 
by turning the position into an almost 
ceremonial task. 

But in Indonesian politics, power is 
never so cut and dried, nor regulated by 


| official titles. Murdani will probably 
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personality and his still extensive influ- | 


ence in high places that he is still a 

power to be reckoned with, whatever 

Suharto’s endorsement. . 
Throughout his long career, first as a 


| commando, and then as an intelligence 


officer, Murdani has shown himself to 
be both resourceful and ruthless. Intelli- 
gence is a powerful vehicle in Indonesia. 
He has served Suharto well both as sec- 
urity chief and also as a foreign policy 
adviser. Interestingly, Murdani has long 
been a friend of the new foreign minis- 
ter, Ali Alatas. 

Murdani’s patronage is such that 
there are “Benny-men” in key Abri pos- 
itions, as well as various government de- 
partments. Sutrisno, three years Mur- 
dani's junior, is known to look up to him 
as both senior officer and friend. But 
Murdani is of the group which bridges 
the *1945 generation," who fought for 
independence against the Dutch, and 
the new breed of army officers traine 
at the military academy at Magelang. 
Sutrisno, a Muslim from East Java, is of 





this new generation who now dominate 
the increasingly professional -Abri 
leadership. NA C Nn 
According to diplomatic sources, 
Sutrisno is more of a team player, with 
high moral standards and no intelli- 


gence background — but as Suharto's. 


former aide for four years in the 1970s 
he enjoys the same direct line to the 
presidential palace that Murdani has 
come to take for granted. — 

Those who know both Murdani and 
Sutrisno say they now refer to them- 
selves as dwi tunggal, or two people with 
one policy. For the moment, that could 
mean that Murdani will still have sub- 
stantial influence in Abri. In time, Sut- 
risno may become more of his own man, 
particularly if he is being groomed by 
Suharto for even higher office, as many 
observers believe. But, meanwhile, no 
one, however cynical about Murdani's 
prospects, is prepared to write off the 
"Benny factor. + : 
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securities trading has become a global business. 
It takes global presence for a bank to fill the bill. 
Plus 24-hour availability. And, preferably, member- 
ship in all major stock exchanges. An AAA-rating 
wouldn't hurt, either. Can one bank have it all? 
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UBS — committed to excellence. 
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Two years ago o ivy Tan, general manager, 
found Noel was pushing its resources to the 
. limit. . Production sometimes s went 24 hours 









d js volume was on the i increase. 
wanted to speed operations in 
! er to meet demand. She spent six months 
s talking to various computer companies, but 
|. get the answers she wanted from an IBM 
— System Remarketer. 


The system remarketer helped Noel plan a 

comprehensive hardware and software 

system. They worked with Noel’s managers 
to understand the steps required to process 
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with Noel oe poor | 
testing, they made sure the 
the information manag: 


Mrs. Tan now gets dail 
these to project demand, 
d ben edd Year's s rus 








find ways of expanding its product line and 
increasing sales in off-peak seasons. With —— — 
the help of the IBM System Remarketer, 
Noel’s system will be working around the 
clock. So Mrs. Tan won't have to. 






A World of Products 
that Promise 
Performance Today, 
Tomorrow, 

and Beyond. 


Most people are aware of only a few of our 
products in aviation, space and information 
systems, even though there are many. But all 
who use them know that McDonnell Douglas 
products deliver solid value. 

Global financiers know us for our fast 
and accurate Tymnet information systems. 
European manufacturers know us for 
cad/cam. Great Britain knows us for our part 
in advanced development of the vertical 
takeoff fighter, the Harrier II. Canada, China 
and Italy know us for the MD airliners they 
help us build. Australia, Canada and 5pain 
know us for joint work on F/A18 Hornets. 

These international ventures have 
introduced new technologies and expanded 





others, helping McDonnell Douglas keep its 
promises to create human opportunities, 
foster economic growth and bring new 
commerce to our international business 
partners. For more than 65 years, we've given 
customers products that promised 
performance—and delivered 
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Tough talks on future of US bases in Philippines 


Sovereignty and security 


By James Clad in Manila 


Z American and Fili- 
pino negotiators have 
f begun a review of the 
agreement on US bases 
in the Philippines 
which could spawn 
fiery politicking and 
<] will have long-term 
regional security implications. The two 
sides bring to the talks differing views 
on the value of the bases and still unre- 
solved strains from their former colonial 
relationship. And both countries may 
have underestimated the extent to 
which each other's changed domestic 
olitical circumstances will create dif- 
iculties over the issue. 

The five-yearly review of the military 
-..36$ agreement (MBA) — which binds 
the Philippines to host six US military 
facilities until September 1991, when 
the 1947 agreement expires — began in 
Manila on 5 April. While the review it- 
self is a straightforward exercise, the 
stakes are far from routine and the out- 
come will heavily influence future 
negotiations on whether to enter into a 
fresh agreement which could continue 
into the 21st century. 

The talks will determine Washing- 
ton's economic and military aid to 
Manila during the 1990-91 and 1991-92 
financial years, and decide whether any 
changes should be made to the bases' 
operation and to their social impact on 
Filipino communities. 

ut political discussion now in the 
Philippines is much more free and more 
voluble than during the last review in 
1983, when Ferdinand Marcos was still 
president. Some analysts believe the US 
may have underestimated the force of 
Philippine delegation leader Foreign 











Secretary Raul Manglapus’ views about 
a Philippine future without foreign 
bases. 

President Corazon Aquino's reluc- 
tance to speak in anything but gen- 
eralities about the bases strengthens 
Manglapus' hand. And the US also has 
to contend with the non-nuclear clause 
in the new Philippine Constitution 
which, while mostly for show, highlights 
the issue and could complicate base op- 
erations if strictly applied. 

Philippine political manoeuvring 
over the bases reveals its own limita- 
tions, including an obsession with better 
compensation that overlooks the US’ 
increasingly difficult economic cir- 
cumstances. Manila has a low aware- 
ness of the deep interest in the review’s 
outcome by other countries, notably 
Japan which, unlike the US, could pro- 
vide the country with greatly increased 
aid, 

Manila also has a low awareness of 
the bases’ close interaction with North- 
east Asian security concerns and with 
global strategic balances, plus a sur- 
prising indifference to their regional 
security role in Southeast Asia. 

The Aquino administration is reluc- 
tant to accept that the bases are more 
likely to be indispensable to the Philip- 
pines — both directly as a contribution 
to GNP and indirectly through defence 
savings — than to the US. Essentially, 


A different drumbeat: page 22 
Subic and Clark pivotal: page 24 


Defence ‘free-riders’: page 24 
East Asian concerns: page 26 





Manila is unwilling to believe that. 
while the US military very much wants 
to stay, the bases are not, strictly speak- 
ing, indispensable to its global defence 
system. 

Manglapus chairs the Philippine 
negotiating panel, comprising members 
from the foreign affairs, finance, eco- 
nomic planning and national defence 
departments. US Ambassador Nicholas 
Platt leads embassy staff and three 
Washington-based representatives from 
the departments of state, justice 
and defence. The talks will probably ex- 
tend into July or even August, with the 
Americans wanting to get an agreement 
into the US federal budgetary process 
for financial year 1990-91, which will be 
“locked up” by September. 

It is hard to find an issue attracting 
more unanimity in East Asia, and the 
wider Pacific region. Almost without 
exception, Manila’s friends want the 
bases to stay — though they are some- 
times coy about saying so too loudly. 

Japan openly says yes to the bases, 
China sends strong, favourable hints 
and observers believe the Soviet Union 
would not welcome an abupt US depar- 
ture. 

Few of these countries would have 
quarrelled with Adm. Ronald Hays, 
commander-in-chief of the US Pacific 
Command, when he said in February 
that “the relative freedom [pier by 
US military power in Asia] from heavy 
defence burdens, and from fear of ex- 
ternal domination, have allowed the 
Pacific nations to focus inward on eco- 
nomic and political development." Platt 
echoed the refrain. “Regionally, our 
presence is seen as a shared Philippine 
and US contribution to an integrated re- 





FAR EASTERN ECONOMIC REVIEW e 21 APRII 19RA 


gional security net- 
work which protects 
and stabilises the 
area,” he said at the 
opening session of 
the review. 

But this talk of 
global, or even re- 
gional, security gains 
does not mean that 
Washington or Mani- 
la want to bring the 
other Asean coun- 
tries into the bases 
review; quite the con- 
trary, it is strictly a 
bilateral affair. And 
domestically, the 
"big picture" talk 
also goes right past 
Philippine politi- 
cians, who insist on 
focusing, as outgoing 
US ambassador Stephen Bosworth pre- 
dicted last year, on two core concerns: 
operational control and compensation. 

The June 1983 review of the MBA 
resulted in promises that the American 
administration would make its “best ef- 
fort" to win from the US Congress 
US$900 million in economic and mili- 
tary aid over five years, originally to 
comprise military assistance grants 
(US$125 million), foreign military cre- 
dits (US$300 million) and economic 
support fund grants (US$475 million). 
The Americans have exceeded that 
commitment; if the current request for 
US$236.6 million wins congressional 
approval for financial year 1989-90, 
total American aid given to Manila over 
the five-year period will have reached 
US$1.7 billion, of which US$1.37 bil- 
lion was provided under the 1983 prom- 
ise. 
Still, the impression exists of a nig- 
gardly Uncle Sam getting the bases for 
"peanuts," as Philippine Sen. John 





Manglapus:wideagenda. —— 


to the REVIEW re- 
cently. For every 
politician taking à 
position shy of Sen. 
Wigberto Tanada's 
extreme view — that 
the bases must go im- 
mediately — squeez- 


ing more money 
from Washington 1s 
the game. 


Claims that the 
Philippines is being 
“short-changed” 
usually turn on the 
disparity between aid 
given to Manila and 
to other US allies 
hosting bases. But 
the Americans say 
^| this betrays a confu- 
sion locally between 
grant aid and concessionary lending. 

Greece and Spain receive US$400- 
500 million a year in concessional mili- 
tary credits; whereas Manila over the 
four years 1985-88. received an an- 
nualised US$91.8 million in military 
aid, of which only a third was in credits 
— most was giveaway grant aid. In con- 
trast grant aid to Spain was just US$15 
million in 1986 while Greece received a 
mere US$1 million. Average annual 
economic grant aid to the choles are 
connected to the MBA over the 1985-88 
period was US$192 million, while other 
non-military (food and development 
aid) amounted to US$328.7 million. 

There are those who want more. 
Many ideas have been floated; having 
Washington simply take over responsi- 
bility to pay the Philippines’ US$28 bil- 
lion debt is a favourite. The US will 
have none of it. The bases, it says, are 
there for mutual security; Washington 
extends aid to an ally. It does not pay 
“rent,” nor does a heavily indebted US 
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other countries' sovereign debt. 

But even getting more traditional de- 
velopment aid money, at least from the 
US directly, is not going to be easy. The 
US House of Representatives received 
the 1989-90 Asian aid requests on 30 
March. The still strong, bipartisan sup- 
port for Aquino makes it very likely that 
congress will approve the requested 
US$236.6 million for Manila, compris- 
ing US$124 million in economic aid plus 
US$112.6 million for military aid and 
training. But the amounts are declining. 

This is not some temporary aberra- 
tion. The Americans have little option 
but cut back their federal deficit. The 
Philippines cannot be spared; even 
holding aid to existing levels will raise 
howls from other aid lobbyists in Wash- 
ington. And Manila's nagging for more 
money could soon irritate American 
legislators. 


Bs Platt and his team are in n 
position to commit any America.. 
government to anything too far in the fu- 
ture; the MBA’s “best efforts" reflects 
American constitutional realities, all 
the more so in an American election 
year. 

The second major review issue, Op- 
erational control, concerns the US mili- 
tary more directly than dollars-and- 
sense. A key phrase in the MBA prom- 
ises the US “unhampered use” of the 
bases. Although caveats inserted after 
earlier reviews now require consulta- 
tion before the placement of long-range 
missiles or for military combat opera- 
tions, the US wants to keep the balance 
now struck between, as Platt describes 
it, “the recognition of Philippine 
sovereignty, on the one hand, and US 
requirements for unhampered military 
operations on the other.” 

Manglapus’ team is negotiating with 
a wide agenda that reflects the core is- 








sues, but is not confined to them. 
The rules of the MBA review do 
not restrict the talks to narrow 
or legalistic issues. The Philip- 
pine list includes a revamp of ar- 
rangements governing labour re- 
lations on the bases (the US says 
68,514 Filipinos work in the two 
most important ones, Subic Bay 
and Clark Air Field). More sig- 
nificantly, Manila wants substan- 
tive changes in operational con- 
trol. IS ue 
Following a. formal US ac- 
knowledgment. of Philippine 
sovereignty over the bases, com- 
mand passed nominally to Philip- 
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pine officers after the 1979 
review. But “how much of this 
is symbolism and how much is 
reality is very much open to 
question,” said Philippine Am- 
bassador to the US Emmanuel 
Pelaez. Mostly, the Filipinos 

te a passive role. This may 
-udnge. 

Defence Secretary Gen. Fidel 
Ramos has endorsed a proposal 
for a new command structure. In- 
stead of the current arrange- 
ment, in which the Armed Forces 
of the Philippines chief of staff 
serves as overall bases’ com- 
mander, a two-or three-star gen- 
eral will take a more active com- 
mand of the facilities. This may ruffle 
the feathers of some well-nested birds at 
the two main bases. 

The implication that the bases do not 
benefit the Philippines galls the Ameri- 
cans. Only the Philippine Government 
employs. more people than the bases, 
more also, Platt says, “than the number 

, employed by the 10 top Philippine com- 
panies combined." Directly or indi- 
rectly, the US says over half a billion 
dollars enters the Philippine economy 
each year from the bases, or about 2.5% 
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86 
Military Bases Agreement aid package 


"BS: 


ESF grants (2) 





caliitary ic — [NN MAP grants (3) 
FMS credits (4) 


_| Development assistance 


Food commodities aid 


NOTES: 

(1) Fiscal years begin 1 Oct. through 30 Sept. 
(2) Economic Support Fund 

(3) Military Assistance Programme 

(4) Foreign Military Sales credits (loans) 


"Projected figures based on requests to US Congress on 30 Mar. 
Source: Compiled from US Embassy, Manila, and US State Depart- 


ment, Washington. 
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of GNP. (This does not include US eco- 
nomic and military aid.) As these are 
bargaining points, the Philippine Gov- 
ernment has offered no data to confirm 
or deny these claims. 

The Americans make much dip- 
lomatic play of these benefits, but they 
are real, tangible and not easily dismiss- 
ed in this poor country. Platt claims the 
entire US economic presence (to which 
he adds private US investment, private 
US company payrolls and Manila's 1987 
net trade surplus of US$640 million in 
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commander, Reát- Adm. Theodore Le- 






bilateral trade) reached U 
billion. | UR 
There is another factor. *B 
providing for Philippine extern 
defence, [the bases] save [th 
Philippines] an estimated 2.19 
of GNP,” Hays claimed recently 
And former Philippine defenc 
secretary Rafael leto and othe 
defence officials acknowlec 
this benefit. jy 








conducted in a vastly different 
global and domestic political en- 





weapons" as a "State Policy," so 
long as this is “consistent with the 
national interest." No one knows what 
this caveat mean even who is to de- 
cide the national interest. Subic Bay's 









win, has observed that an enforced, nu- 
clear-weapons free rule would impede 
the bases' operations. Strictly enforced, 
the clause would remove much of the 
bases' value to the global US deterrent. 

Anti-nuclear groups monitor ships' 
entry and exit; one of them, for exam- 
ple, the Philippines Nuclear-Free Coali- 
tion, uses Janes Fighting Ships and other 


lost observers believe the 
Wi broad outcome of the review | 
is clear. But this review is being | 


vironment to the 1983 exercise. 



















. guesses about which ships are “nuclear 
capable." At the government level, 
nudge and wink prevails. Under the 
. MBA the Philippine authorities have 
the right to, and do, request informa- 
- tion about weapons systems. 

|» The nuclear issue could become 
. more difficult. Philippine Senate bills 


© No. 66 and No. 216 seek to give teeth to | | 


| 


. the woolly constitutional phrasing. And © 


- senate president Jovito Salonga told the 
REVIEW on 29 March that he was close 
to giving the bill his backing. The senate 
reconvenes this month. 

Aquino has kept quiet about the cur- 
. rent review. Her cabinet's inner *clus- 
ter” of ministers, to which Manglapus 
belongs, admonished him to help keep 
the debate “a bit more detached.” 

But Aquino's position on the future of 
|. the MBA is well known: she is "keeping 
|. her options open until 1991," though 
| the date by which notice to terminate 

the MBA must be given is 16 September 
.1990. The economic position of the 
"country, and its unwillingness to begin 
| planning for a base-free economy, make 
|. it almost certain the facilities will stay. 
|... As for the American position, then 
|. US assistant secretary of state for East 


| Asia and the Pacific, Paul Wolfowitz. 


put it succinctly in 1985: “The alterna- 
“tives would be more expensive and less 


. | effective, but alternatives could be 


found if necessary." But nothing would 


e : . be as good as Clark and Subic. 


- < Although a bilateral exercise, the 
Sp PA review talks host Tokyo in spirit, if 


not in fact. “Burden-sharing,” the now 
fashionable Washington word, applies 
to all allies, but the word “has many di- 
mensions, both financial and non-finan- 
cial," the Americans have said at the 
talks. "Building democratic institu- 
tions," qualifies, according to Platt. So 
does "fulfilling economic and social 
needs," or helping Indochinese refugees. 

Burden-sharing for Toyo may take 
a similarly enlarged meaning, going 
beyond direct, military spending: 
Tokyo may have the world's third- 
largest defence budget, according to 
American calculations. Increased capi- 
tal recycling in the Asean area gener- 
| ally, and inceased aid to the Philippines 
| Mari could well fit the burden- 

sharing definition: "The economic as- 
sistance that Japan provides does have a 
^| security element to it," Platt acknow- 
| ledgedin January. 

Finally there is the global picture. 
When Soviet Deputy Foreign Minister 


| 


| 


Igor Rogachev visited Manila in late | 
March, he said cuts in strategic nuclear | 
weapons should apply also in the Asia- | 


Pacific. If the impending May summit 
between President Reagan and Soviet 
leader Mikhail Gorbachov reaches 
ageement on cutting arsenals, mutual 
reduction of superpower naval activity 
could, if only for mutual budgetary rea- 


sons, become a serious suggestion. Dm 
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pivotal roles 


3 The Philippines media 
have described 
combined area of the 
M six US military 
facilities here as the 
"largest complex of 
US bases outside the 
cu territorial United 
States." Whatever the truth of that 
claim, both Clark and Subic Bay cer- 
tainly number among the US' most im- 
portant facilities anywhere in the 13 
countries still hosting US forces. 

Within Asia, these naval, air and 
communications facilities are pivotal to 
the US global defence system. Subic 
Bay's 55,000 acres of water and land en- 
compass one of the region's best natural 
deep-water ports, with repair yards cap- 
able of handling up to 27 ships simul- 
taneously. Subic can perform two-thirds 
of all the maintenance work — includ- 
ing work on aircraft carriers and nuclear 
submarines — required by the US 
Seventh Fleet. 

Subic also boasts the world's largest 
naval supply depot, each year handling 
millions of tonnes of supplies and petro- 
leum products. An air station at Cubi 
Point, within Subic's perimeter, pro- 
vides temporary refuge to carrier-based 
aircraft when their ships are in port. 
P3 Orion marine-surveillance aircraft 
cover large reaches of the South China 
Sea each day from Cubi Point. There 
are about 6,000 permanent staff and 
troops at Subic. 
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By Nayan Chanda in Washington 
"he present review of the US-Philip- 
pines military bases agreement 
(MBA) comes at a time when the Penta- 
gon is feeling a budgetary pinch and an 
angry US Congress is raising questions 
about a costly worldwide US defence 
burden that is unshared by “free-riding” 
allies who are taking an ever-increasing 
share of the US' traditional markets. 
Although the Philippines can hardly 
be criticised for "stealing" American 
markets or as a free-rider on the back of 
the US military — US bases in the 
Philippines are crucial to the US mili- 
tary presence in the Pacific and beyond 
— the present mood in the congress 
could rule out any dramatic increase in 


compensation for the bases. 


While there is no sign that belt-tight- 
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US Congress attacks 
defence ‘free-riders’ 










Just 70 km from Subic, Clark base 
serves as the Western Pacific hub of the 
US military communications and air- 
transit system. In recent years, its 
10,500-ft, all-weather runway has han- 
dled about 12,000 flights a month. Clark 
also serves as a massive depot for air-de- 
livered, military supplies. Associated 
with Clark is the separate Crow Valley 
aerial-bombardment and gunnery range, 
said to be the US Air Force's best train- 
ing facility in Asia. 

The home of the US 13th Air Force 
since the end of World War II, Clark 
once encompassed 130,00 acres — 
larger than Washington D.C. — but 
since 1979 this has been reduced to 
25,000 acres. More than 9,000 airme 
live at Clark, with an increasing numb... 
moving inside its perimeter since the 28 
October 1987 murder of three service- 
men by communist assassins. 

Even in this day of long-range air- 
craft, Clark provides the key link be- 
tween US bases in Japan and South 
Korea, and US military facilities at 
Diego Garcia in the Indian Ocean. 

US military communications faci- 
lities in the Philippines are consi- 
dered vital by US military strategists. 
The Seventh Fleet’s key communica- 
tions station lies within a relatively small 
US military installation at San Miguel. 
The station also transmits direction- 
finding radio signals for surveillance 
and submarine operations throughout 
East and Southeast Asia. 





ening at the Pentagon will immediately 

affect US defence programmes in Asia, 
ressure will continue to be exerted on 
apan and South Korea to take a bigger 

shareinregionaldefence. _ 

After seven years of record peace- 
time military spending — nearly US$2 
trillion — the Reagan administration 
has been forced to curb such expendi- 
ture as part of its effort to reduce a huge 
US budget deficit. After a US$33 billion 
cut, the fiscal 1989 defence budget is still 
a hefty US$285.5 billion — about dou- 
ble that of 1980. Still, for the first time 
since Reagan took office, the US De- 
fence Department will have to scrap 
some new-weapons programmes, de- 
lay others, slash the number of 
naval vessels and aircraft, and 









The remaining three 
US military installations 
in the Philippines are: 
Camp John Hay, a hill- 
station recreation area; 
the Wallace Air Station, 
which provides air-de- 
fence system radar and 
tactical communications ! 
support for the 13th Air 
Force, and O'Donnell 
Station, which also pro- : 
vides radio communica- - 
tions support.. => 

In their depot role, 
Subic and Clark are step- 
ping stones between the 
Indian Ocean and North- 
east Asia, and between 
the US. West Coast and | 
these regions. “Because | 
the sea and air routes 
from America through 
. € Pacific to the Persian Gulf have 

emed more secure than alternate 
routes . . . planning for Persian Gulf sec- 
urity has come to rely on the Pacific 
route [through Clark and Subic]," wrote 
Capt. Alva Bowen of the US Congres- 
sional Research Service. 





A ooe this is hardly relevant to the 
Philippines’ own defence-planning 
needs, in the months running up to the 
review of the US-Philippines military- 
bases agreement (MBA), which began 
on 5 April, the Americans stressed the 
bases’ contribution to strictly bilateral 
and regional defence. They argue that 
the external reach of the bases allows 
the Philippine military to concentrate its 
spending and attention on internal secu- 
rity. 





make adjustments in troop strength. 
Although some of the 16 frigates to 
retired as part of a cost-saving 
scheme will come from the US Seventh 
Fleet, which is deployed in the Western 
Pacific, and the phasing out of 620 old 
helicopters worldwide will mean a few 
less aircraft in Asia, the reductions will 
be “. . . so small that it will have minimal 
effect on US forces deployed in the 
Asia-Pacific region,” a US official said. 
Unhappy over the reluctance of US 
allies to share the costs of their own de- 
fence, the congress last year forced 
large spending cuts on Pentagon con- 
struction projects overseas. Some 40% 
of the US$921 million requested for 
such projects in Europe, Japan and 
South Korea in fiscal 1988 was cut. The 
congress approved only US$22 million 
of the requested US$99 million for such 
projects in the Philippines. Uncertainty 
over the MBA review was one factor be- 
hind slowing US construction there. 
The Pentagon, while seeking to al- 
leviate Asian allies’ fears that budget 
cuts might weaken the US defence pos- 
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| Philippine marines block anti-base protesters at Senate entrance. 


Preserving US military access to the 
Pacific and Indian Ocean regions 
through the Philippines implies control- 
ling airspace and sealanes adjacent to 
the country. This provides a security 
spin-off for the rest of Southeast Asia — 
the so-called “free-ride” that such non- 
aligned Asean countries as Indonesia 
and Malaysia derive. 

The region also figures directly in 
base logistics. The Philippine facilities 
enable the US to meet mutual defence- 
treaty obligations to Australia, Thai- 
land, South Korea and Japan. “There 
can be no question that facilities at 
Clark Air Force Base and Subic Bay 
are keys to the external defence of 
the Philippines and to our strategic 
posture in the Western Pacific,” Adm. 


Ronald Hays, chief of the US Paci- 


ture in the region, is also concerned that 
the current wave of anti-Japanese and 
anti-South Korean feeling in the con- 
gress could damage long-term Ameri- 
can security interests in Asia. As the US 
trade deficit with Japan and South 
Korea — and Taiwan, Hongkong, Sing- 
apore and Western Europe as well — 
has ballooned, frustrated congressmen 
have been questioning the rationale be- 
hind today’s costly US defence commit- 
ment to the region. 


“W e are subsidising the security 
of our major trading partners 
while they are cleaning up in interna- 
tional markets,” Congresswoman Pat 
Schroeder, chairman of the House of 
Representatives armed services com- 
mittee, said: “Our allies are not likely to 
spend more [òn defence] as long as 
Uncle Sam is willing to do it for them.” 
Japan is spending 1% of GNP 
on defence compared with 7% in the 
US, she said, describing Japan’s out- 
lay as “pathetic.” Last year, both the 
US Senate and House overwhelmingly 


































fic Command, has said 
| Washington's 
view, these global, re- 
gional and bilateral de- 
fence goals are served 
best by Manila continu- 
ing to accept “unham- | 
pered military opera- - 
| tions” at the US bases. 
-sides re- 
derstanding 
no-Bohlen 
of 1959) . 
that the use | 
for combat | 
all be the | 
consulta- | 





cal terms, these. 
hampered" operatk 
the current Philippi 
agenda on toughenir 
questions may lead 1c 
into Washington's de facto 
mob gx e Dec 

The 13th Air Force is currently 
spending US$27 million to extend a run- 
way at Clark, while the US Navy is add- | 


ing storage facilities, terminal buildings | __ 


and other structures atSubic. Although. 


reflecting maintenance and upgrading | ; 


decisions made years ago which have 
only now been funded, the work 


suggests that Washington is not 
seeking redeployment elsewhere. 
— James Clad 





supported a resolution calling on 
Tokyo to commit 3% of GNP to de- 
fence. 

Anger at what critics see as Japan's | 
free defence ride has been given intel- |. 
lectual underpinning in recent books | 
describing how Japan has 
manoeuvred the US in trade and 
technology development, and how the - 
Japanese, flush with cash, are buying up - 
American assets. 21 

In another book, the best-selling - 
Rise and Fall of the Great Powers, histo- — 
rian Paul Kennedy argues that like 
many great powers of the past, the US _ 
now runs the risk of "imperial over- - 
stretch.” He points out that the US - 
today maintains roughly the same 
global military obligations it had 25 - 
years ago, when its share of world GNP 
was much larger than now. He discusses 
how Washington's defence commit- 
ments in Asia have left Japan free to de- 
vote resources — which would other- 
wise have been necessary for defence 
— to its manufacturing sector, which 
is making deep inroads into Ameri- 





out- d 









.can and European markets. 

A recent survey conducted 
among 1,000 registered Ameri- 
can voters indicated that 6076 
of the respondents believe “the 
: expense of defending so many 
„countries is a serious threat to 
our national security." And 
80% "strongly" or “somewhat” 
agree with the statement that 
Americans ^". . . cannot af- 












A senior US military offi- 
cial, reflecting the Pentagon 
concern's that such views are 
gaining currency, refuted Ken- 
- nedy's arguments in a speech 
recently. He said the book was 

being used by some pe "asa 
rallying cry to bash our allies 
. and roll back our overseas de- 
fence posture in the mistaken belief that 
this will make America more competi- 
tive and increase America's wealth and 
influence." 







t a recent university symposium, 

Assistant US Secretary of Defence 
Richard Armitage offered a spirited de- 
fence of Japan's current level of defence 
spending which, he asserted, should be 
judged on what roles and missions it 
supports rather than on its percentage 
of GNP. Under current programmes, 
he said, Japan will be able to make it 
"severely complicated, if not impossi- 
ble" for Soviet aircraft or shipping to 
pass undetected into the Pacific or the 
Sea of Japan. 

This projected capability, com- 
plemented by an enhanced Japanese 
conventional defence capability and the 
US defence commitment in the region, 
presents a very favourable scenario for 
continued Pacific deterrence, Armitage 
said. “What more do the critics want 
Japan to do?" he asked, ". . . a nuclear 
capability? Offensive projection forces? 
Professor Kennedy speaks of Japanese 
carrier task forces and long-range mis- 
siles — is that what congress wants? Will 
that enhance stability in East Asia?" 

Defence officials privately express 
amazement at what they view as the ig- 
 norance and naivete of many congres- 
sional leaders who argue that Japan 
spend 3% of GNP on defence. “Can you 
imagine what the Chinese would do,” 
one official said, “They would either 
sink Japan or ask for Japanese citizen- 
ship.” 

Some congressional critics of Japan's 
current domestic and regional defence 
roles suggest instead that Japan spend 
about 296 of GNP on its own defence 
needs and another 1% in defence assist- 
ance to its allies. But if Tokyo were to 
do this it would earn Japan enormous 
political influence at US expense. 
*American ambassadors then would 
have to wait three months to get an ap- 
pointment [with host-country offi - 
cials]," said Paul Kreisberg, an Asia 





Tight security at Clark: review of defence spending. 








specialist at the Carnegie Endowment 
for International Peace. 

There is also some criticism of US 
defence spending in South Korea, 
which is emerging as a trade rival to the 
US. To accommodate the critics, Wash- 
ington has terminated its concessional 
military-sales programme to Seoul. 
While there is little US domestic pres- 
sure at the moment to withdraw the 
44,000 US troops stationed in South 
Korea, Washington has been quietly 
pushing Seoul to contribute more to- 
wards maintaining the US military pre- 



































ence. Seoul currently provides 
the US with rent-free bases, 
subsidised electricity and 
water, and 3,000 South Korean 
support personnel. 

Despite the public criticism, 
there are no immediate admin- 
istration plans to reduce sig- 
nificantly the US military pre- 
sence in Asia. At a time when 
the US is finding it ever more 
difficult to obtain basing and 
overflight rights in the region 
and around the world, the US 
bases in Japan and South Korea 
have become even more impor- 
tant to Washington. 

Not surprisingly a recent re- 
port issued by a presidential 
commission looking into integ- 
rated long-term strategy, while 
recommending that the US 
must develop alternatives to overseas 
bases, advised a continued US presence 
in South Korea and Japan: “The Ù 
presence in both countries works to di 
courage possible dangers — . such as 
Soviet [or Chinese] intervention or use 
of nuclear weapons — and should be 
continued, not least because it is also of 
great importance in increasing our capa- 
bility to deal in a timely way with threats 
elsewhere in the Western Pacific." 

The report noted: “It is far from cer- 
tain that we will be able to retain a base 
support structure" in the Philippines. 9 
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Many East Asian countries 
want the US to remain 


By Susumu Awanohara in Hongkong 


As tough bargaining 
over US bases in the 


Philippines gets under 

way, many East Asian 

a) governments are 

f» sii quietly concerned 

s The Circus Pl about the conse- 


Ending? 





quences of a possible 
US withdrawal — from the Philippines 
and the region generally. 

The region’s strategists agree with 
historian Paul Kennedy’s timely book 
The Rise and Fall of Great Powers that 
US commitments have become larger 
than its capability to fulfil them and that 
sooner or later it will have to find a new 
balance. By and large, the strategists ac- 
knowledge that Pax Americana has 
been relatively benign, certainly com- 
pared to alternative “multipolar” align- 
ments of the future in which the US as- 
signs greater roles to Japan and China 
— rising powers which are considered 
potential or actual threats by many re- 
gional countries — to check Soviet ad- 
vances into the region. 

Even so, in Southeast Asia, Philip- 
pine Foreign Secretary Raul Manglapus 


| 


embarrassed the other Asean govern- 
ments last year when he demanded 
explicit support for the US bases in] - 
country. Only Singapore was willing 
oonrecord supporting the bases. Thai- 
and and Malaysia both communicated 
their support in private but were reluc- 
tant to go public with it, the former be- 
cause it had earlier closed its own US 
bases and the latter because it professes 
non-alignment. So was Indonesia, also 
non-aligned and officially pushing for a 
nuclear weapons free zone (NWFZ) in 
Southeast Asia, though most of its poli- 
tical elite, including the dominant mili- 
tary, wants the US to stay. In the event, 
Manila did not force the issue at the 
Asean summit in December. 
Meanwhile, appreciation of the US 
security role has grown, helped not least 
by recent Sino-Vietnamese clashes in 
the Spratlys. An Asean defence official 
stressed in a recent symposium that the 
US presence in the Philippines has not 
only checked Soviet and Vietnamese 
advances generally but compelled the 
various contestants to the islands in the 
South China Sea, and their larger allies, 
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to pursue their claims in a subdued fash- 

ion. The implication was that a US with- 

drawal would bring about a free-for-all 
competition. 

Opening another gathering of de- 

fence specialists last month, Malaysian 

.| Deputy Defence Minister Datuk Abang 

" Abu Bakar observed that the “era of 
Pax Americana,” through superior US 
military presence and generous access 
to the US market, had provided 
“breathing space so that the non-com- 
^| munist countries of Pacific Asia were 
..] able to forge ahead with their challenge 

: of nation-building and economic deve- 
lopment.” He wondered what “a new 
hegemony" would bring and cautioned 
against a changing balance of power 
leading to a conflagration "[destroying] 
the fruits of our economic development 
and political progress." 

But Asean's double talk continues. 
As a noted Malaysian strategist quipped 
at the same gathering, non-alignment 
and NWFZs were not useful concepts 
and should only be promoted rhetori- 
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Subic Bay base; 





cally. Some in Asean are beginning to 
worry that an exasperated US could call 
Manila’s and Asean’s bluff and actually 
withdraw from the Philippines, leaving 
Asean countries to deal with the powers 
which might move in to fill the vacuum. 

US involvement of Japan and China 
in its strategy is not new. Already in the 
early 1980s Asean was jittery when 
Washington pressured Tokyo to take on 
the defence of its own sea lanes in addi- 
tion to homeland defence, and less 
explicitly allotted a role to Peking in 
terms of applying pressure on Vietnam 
(and hence the Soviet Union), promis- 
ing in return US military assistance to 
China. The Asean states saw the US as 
imposing its own strategic interests on 
them and even aiding a potential threat 
to the region. Indonesia, with its own 
security needs and regional ambitions, 
seemed particularly annoyed at the US 
moves. 

Now Washington is in a greater 
hurry to shed its security burdens, and 
whereas earlier it (like Tokyo and Pe- 
king) went out of its way to assuage 


orbachov: you close yours l'il close mine. 


Asean’s fears, this time it may not 


bother. Whereas exerting burden-shar- 
ing: pressures on allies and friends was 
one of Washington’s options, it is now 
an inevitability.” 

Countries in Northeast Asia are less 
immediately concerned about the US 
bases in the Philippines per se. In fact, 
some believe that if the US pulls out of 
the Philippines, it will move many of the 
facilities to Northeast Asia — fora time. 
But there is a longer-term fear that 
tough talks over bases in the Philippines 
may start a process of early US disen- 
gagement from Northeast Asia as well 
and its gradual replacement there by 
Japan — a prospect no one looks for- 
ward to for obvious historical reasons. 

Seoul, which itself faces an imminent 
reduction of the US presence, has ar- 
gued that Japan should give more 
economic aid to compensate for be- 
nefits it enjoys from US-South Ko- 
rean defence outlays — an argument 
which Tokyo effectively, but not 
openly, accepts. Officially, Seoul no 


longer opposes a gradual Japanese mili- 
tary buildup and an enlarged Japanese 
security role in the region within the 
context of the US-Japan security treaty. 
But it certainly does not want a direct Ja- 
panese military involvement in the event 
of hostilities on the Korean Peninsula. 


Cz has publicly voiced its accept- 
ance of US bases as a counterweight 
to Soviet activity. Privately, the Chinese 
are more specific: according to one 
Chinese expert, Peking hopes that the 
US will not withdraw from the Philip- 

ines and that “if it has to do so, it will 

ave thought of alternatives.” Peking 
definitely does not want Japan to take 
over the US’ role, the expert says. 
While Moscow may welcome a US with- 
drawal from the Philippines (Soviet 
leader Mikhail Gorbachóy has 
suggested that Moscow would in ex- 
change pull out of Cam Ranh Bay in 
Vietnam), it cannot be happy about un- 
restrained Chinese activity in the South 
China Sea or an accelerated Japanese 
military expansion. 





Tokyo is not keen to awaken old | - 


phobias against it but realises also that 
resentment against its “free ride" in de- 
fence is on the rise again in Washington. | 
The easy solution is for Tokyo to "con- 
tribute economically to the security of 
the free world" (REVIEW, 24 Mar.) and 
it has indeed boosted aid to the Philip- 
pines, which in 1988 will receive more 
soft yen credit than Indonesia. | 

But some experts in the region (as 
well as in Washington) now want to see 
Japan contributing more directly to the 
maintenance of US bases in the Philip- 
pines, which they say are important to 
Japan's own security. Jusuf Wanandi of 
Indonesia argues that these bases are 
vital in securing sea lanes in Pacific 
Asia, the Indian Ocean and the Gulf 
and will support US and Japanese forces 
in their mission to destroy Soviet bases 
and submarines in wartime. 

Domestic constraints prevent Tokyo 
from complying with such pressures. 
But some Japanese experts, includir 
former defence officials, are calling fc 


such new measures as establishing and 
assisting a multilateral body of litto: 
states to ensure safe navigation throu; 
the Malacca Strait. 

The National Defence Academy's 
Masashi Nishihara, who is also a mem- 
ber of the influential conservative think 
tank, the Research Institute for Peace 
and Security, thinks Japan and the US 
should set up a *common Pacific de- 
fence fund" to which Japan would con- 
tribute US$5-10 billion a year. The fund 
can be used to finance the US military 
presence in the Gulf, which helps en- 
sure stable oil supplies for South Korea, 
Thailand and the Philippines, among 
others, as well as Japan. The fund could 
also replace aid which the US has been 
extending to Manila as part of its bila- 
teral bases agreement, and even finance 
South Korean operations in an 
emergency. 

"This way Japan can kill two birds 
with one stone: increasing its burden 
sharing for defence but avoiding the 
fear or criticism that it may become a 
military power," Nishihara says. 
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mercial opportunities to Asian com- 
petitors. Singapore, South Korea, 
Taiwan and China all want to expand 
business with Eastern-bloc countries. 

Singapore has a liberal policy to- 
wards business with the Eastern bloc, 
and Taiwan is taking steps to liberalise 
long-standing restrictive trade policies 
with the region. In March, Taipei an- 
nounced a policy of reciprocal tariff 
treatment for Eastern-bloc countries | 
^ud simplified visa pro- 

:dures for East Euro- 
- pean nationals. 

Eastern-bloc coun- 
tries have no consulates 
Or trade missions here, 
and entry visas are spar- 
ingly granted. The quasi- 
official Hongkong Tour- 
ist Association (HKTA) 
says 2,235 people from 
eight Eastern-bloc coun- 
tries the Soviet 
Union, Yugoslavia, 
Romania, Poland, Hun- 
gary, East Germany, 
Czechoslovakia and Bul- 
garia — were given entry 
visas in 1987. This compared with 1,831 
in 1986. /Á— 

In November 1987, the government 
announced a moderate relaxation in its 
visa policy to coincide with the opening 
of the Hongkong Convention and 
"«hibition Centre at the end of this 

ar. Hongkong, like its regional com- 
petitors, seeks to become a centre for 
international conferences and exhibi- 
tions, and some businessmen see Oppor- 
tunities in this field being lost to Asian 
neighbours because of the govern- 
ment's policies. 

Lee Lap-sun, principal assistant sec- 
retary for security, said visa applications 
from East European na- 
tionals would be granted 
on a case by case basis, de- 
pending on whether entry 
would be "beneficial" to 
Hongkong. He said Hong- 
kong is *small and vulner- 
able," therefore entry con- 
trol is necessary “on cer- 
tain people from certain 
parts of the world." 

Lee denied the com- 
monly held view here that 
the government's restric- 
tive visa policy was in any | 
way dictated by Peking, 
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Kaitak runway: taking China's interests into account. 


McGregor: restrictions eased. 


which split with Moscow in the early 
1960s over ideological disputes. 
However, Hongkong General Cham- 
ber of Commerce director Jimmy 
McGregor, who worked as a senior gov- 
ernment trade officer until the mid- 
1970s, said the underlying policy of the 
British and Hongkong governments was 
not to allow the territory to be used by 
Soviet-bloc countries as a centre for es- 
pionage and surveillance against China. 
“The core of the policy was predi- 
cated on the need to ensure that Hong- 
kong was not used against the People's 
Republic of China. PRC interests had to 


j 


be taken into account. If relations be- 
tween China and those countries 
changed, they would also have to be 
taken into account,” McGregor said. 

Because of its proximity to China, 
Hongkong has always been a favourite 
target for Eastern-bloc intelligence 
agents, McGregor said. In an effort to 
stop spies from coming here, genuine 
businessmen have also been denied 
entry. McGregor said it is in Hong- 
kong’s own best interests to take into ac- 
count Chinese sensitivities on the issue 
and not to compromise Peking’s good- 
will towards the territory. 

McGregor said Hongkong people 
are given easy access to 
Eastern-bloc ^ countries 
and it is embarrassing that 
the territory has not been 
able to reciprocate. Ex- 
ports to  Eastern-bloc 
countries last year — 
mainly garments — and 
knitwear — amounted to 
only HK$340 million 
(US$44 million), less 
than 1% of total Hong- 
kong domestic exports. 
McOGregor said that trade 
would increase with an 
easing of travel restric- 













































tions on East European nation: 

Anna Lai of Hongkong's Trade: 
velopment Council (TDC) said He 
kong does not expect to sell muc 
East European countries because ° 
their limited foreign-exchange reserves 
However, she said the territory’s true 
business volume with these countries is 
not reflected in the trade figures bi 
cause of indirect sales through thi 
countries. E 

Despite the government's claim th 
it has relaxed its visa policy, it cut sho í 
a visit in early March by an influen: 
tial Soviet banker who came here to- 
attend the international gold congress, 
Eugene Uljanov of the Soviet Union's 
Bank of Foreign Trade was said to have © 





A tourist-trade 
said China ha 


Competition from Hong- | 
kong in these areas |. 
would be unwelcome. 

Two weeks after the 
government cut short the |. 
Soviet banker's visit, it allowed a visit by | 
the Warsaw Philharmonic Orchestra. 
Critics of the government’s diay said 
the latter decision reflected a double 
standard — granting visas only to those 
visitors the government thinks would 
not offend Peking. 

Last year, the TDC and the HKTA |. 
urged the government to relax its visa | - 
policy in order not to affect the business _ 
of the TDC’s Hongkong Convention 
and Exhibition Centre. Amy Chan of 
the HKTA said that 60% of the world's 
various international associations have 
East European members and that the 
associations will not hold conventions | 
here if they are not certain all delegates - 
can attend. It was estimated that Hong- 
kong had lost at least seven interna- 
tional conferences in the past few years - 
as a result of the visa policy. 

Chan said organisations intending to - 
hold conferences here can apply to the 
director of immigration for approval. - 
But Eastern-bloc participants! visas — 
would still be approved only on a case - 
by case basis. Chan said that though the 
government had begun to recognise the 
importance of business generated by in- 
ternational conventions held here, it re- 
mained to be seen whether Eastern-bloc 
visitors would be given easy access. ig 
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Support from the sidelines 


| Student unrest in Rangoon draws a popular response 


By Bertil Lintner and Paisal Sricharatchanya in Bangkok 


Fe much of the past 26 years, 
Burma’s socialist regime has ruled 
the country with an iron fist and little to- 
lerance for political dissent. But cracks 
have begun to appear, with recent dis- 


* | turbances in Rangoon pointing to the 


possibility of a student militancy emerg- 


Dr ing which could strike a chord with 


popular resentment over the country's 
worsening economy. So after fighting a 


- | decades-old insurgency war with vari- 


ous ethnic rebel groups along the jungle 
frontiers, the Burmese authorities are 
bracing to combat urban unrest on the 
home front. 

Rangoon-based diplomatic sources 
and witnesses reported broad public 

articipation in the week-long student- 
ed unrest which culminated in violent 
rioting on 18 March (REVIEW, 31 Mar.). 
Unlike the brief and isolated revolt in 
the aftermath of the demonetisation of 
currency-notes last September, when 
the students unsuccessfully sought the 
support of Rangoon townspeople, à col- 
umn of about 300 students marching 
down the main Sule Pagoda Street was 
this time was joined by thousands of or- 
dinary citizens. Other pockets of stu- 
dent protesters shouting anti-govern- 
ment slogans were cheered by watching 
crowds. 

Although the latest unrest was sub- 
sequently quelled by army units and riot 
police, the situation in Rangoon since 
has been described as an uneasy lull be- 
fore another storm. "In the face of the 
simmering tension, any small incident 
can trigger off another explosion of 
popular resentment," said one ambas- 





sador. Observers now await the release 
of a government inquiry commission in- 
vestigation, scheduled for 17 April, into 
the killing of Rangoon Institute of Tech- 
nology (RIT) student Maung Phone 
Maw. His death during a protest against 
the way the authorities had handled a 12 
March tea-house melee near the RIT 
campus sparked the wider disturbances. 

The unrest, which first erupted at the 
RIT and later spread to the Rangoon 
Arts and Science University, was in- 
flamed by student allegations that 
Maung had died of gunshot wounds sus- 
tained when security units broke up 
the demonstration after the tea-house 
brawl. But the townspeople also seized 
on the opportunity to vent their pent-up 
frustrations, especially over lack of 
compensation for loss of savings when 
currency notes were demonetised last 
year. | 

While the army was commended for 
their discipline in quelling the unrest, 
the riot police's heavy-handedness in- 
vited much criticism and contributed to 
widespread anger. Leaflets distributed 
by the students detailed several ac- 
counts of brutality, including one inci- 
dent where police allegedly immersed 
the heads of two female girl students in 
water and later beat them up. The re- 
sentment was mainly directed at Sein 
Lwin, the No. 3 man on Burma's party 
and state hierarchy, who was appointed 
to deal with the unrest. 

The government so far only has 
acknowledged the death of the RIT stu- 
dent. Diplomatic sources have come up 
with various estimates of fatalities but 
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| the toll could not be veri 


confronting Jun | 


reports that some had died of gunshot 
wounds, most of the casualties are be- 
lieved to be victims of what one source 
describes as the “indiscriminate use” of 
the riot police's lathis (bamboo batons). 

Thousands are said to have been ar- 
rested at the height of the disturbances 
but most were quickly released, leaving 
an unknown number unaccounted for 
and believed to be held in prisons both 
in and out Rangoon. Parents are said to 
remain uncertain as to whether their 
children are still being held or have died. 

The government first tried to blame 
the tea-house incident largely on the 
RIT students. As anger spread to the 
two other main campuses, the au- 
thorities took the unprecedented step 
on 17 March of announcing the inquiry 
commission — a move widely seen as a 
rare government concession. But in- 
stead of placating dissent, it appeared to 
have been interpreted by the students, 
as a sign of weakness and more violen 
flared the next day. 


A much as the scale of the protests 
might have been unexpected, the 
broader prospect of potential urban un- 
rest was apparently something the au- 
thorities have been quietly preparing 
for, indicated by the July 1987 commis- 
sioning of an elite army unit — the 22nd 
Light Infantry Division — which among 
other things is responsible for central 
security. Units from this new division, 
plus the 33rd and 77th, which are like 
the 22nd, based in central Burma, were 
mobilised to restore order. 

The army's role in maintaining inter- 
nal security was underscored in an an- 
nual Armed Forces Day speech on 27 
March by chief of staff Gen. Saw 
Maung. Without referring to the recent 
unrest, he urged soldiers to carry out the 
task of “eradicating all subversive ele- 
ments in the country . . . While con- 
structive tasks are being carried « 


fied. Despite - 









Rioting students in Rangoon; troops urged to era 


under the BSPP [Burma Socialist Pro- 

ramme Party] leadership to develop 
4l€ socio-economic conditions of the 
people, destructive elements, above 
ground and underground, are resorting 
to all sorts of disruptive acts to hamper 
progress." 

But despite Saw Maung's rhetoric, 
the rough manner with which the riot 
police handled the protesters is said to 
have upset some senior figures in the 
military. Several incidents of street 
clashes pointed to a sharp conflict be- 
tween the army and police units. One 
source said a riot policeman, who was 
beating up a demonstrator, was shot by 
a soldier. 

This has given rise to some specula- 
tion of a possible scenario where the 
army may defy any excessively tough 
anti-riot orders — as happened during a 
major, student-led uprising in Bangkok 
in October 1973 when soldiers refused 
to open fire on demonstrators. 

Underground leaflets indicated the 

ormation of a student union at Ran- 
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goon University on 17 March, a deve- 
lopment which analysts say can lead to 
some measure of student organisation 
in future protests. The leaflets claimed 
one of the student leaders was shot 
and killed while giving a speech in 
downtown Rangoon, but this cannot be 
verified. 


T unrest in Rangoon is said to have 
also struck a sympathetic chord in 
a string of upcountry campuses. Reli- 
able reports say students from Man- 
dalay University, Taunggyi College in 
Shan State and Ye Zin Agricultural Col- 
lege in Pyinmana, on the railway be- 
tween Rangoon and Mandalay, tried to 
travel to Rangoon but were blocked. 
Unrest had been earlier reported at Ye 
Zin before last November's examina- 
tions. 

Despite the alleged police brutality, 
diplomatic observers say the overall 
government approach in quelling the 
unrest this time was more restrained 
compared with the last major student 
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unrest in 1974. Security units then were | | 


reported to have fired on demonstrators ~ uu 
at Rangoon University who had taken - n 
possession of the late UN secretary-gen- | 
eral U Thant's body (to conduct their |. 
own funeral rites). This time noonesaw | - 
any shooting into the crowds, though de 
warning shots were fired into the air. vU 

Behind the relative restraint shown | 
by the government is thought to be 
awareness that an unfavourable image |. 
could jeopardise continuing sensitive B 
negotiations with various donor coun- | . 
tries on a debt-relief package. Burma | . 
became entitled to international finan- | 
cial assistance after it won UN approval |. 
last December for least-developed ams 
country (LDC) status. “The granting of 4 
the LDC status last year was more or |... 
less expected. But the current negotia- | us 
tions for actual relief are very sensi- e 
tive," one source said. me 

Burma has an estimated US$4 billion | B. 
foreign debt, roughly two-thirds of a 
which is owed to Japan and West Ger- | 
many. B 
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By Salamat Ali in New Delhi 
P residents of India usually fade away 
p. into comfortable retirement, as the 
Office of the head of state is a largely 
ceremonial one under the constitution. 
But Zail Singh, who finished his five- 
year term last July, is proving an excep- 
tion to the rule. The wily former presi- 
«| dent, whose relations with Prime Minis- 
<i ter Rajiv Gandhi had soured during 
-4 1986-87, is creating a political storm 
-| through his cavalier dislosures in the In- 
| dian press. 
- Singh was denied a second term by 
the ruling Congress party headed by 
Gandhi, who secured the election of 
then vice-president R. Venkataraman 
as head of state. According to recent 
disclosures, Singh — goaded by opposi- 
tion politicians and Congress dissidents 
— had thought of dismissing Gandhi 
last June, a move which would have pre- 
cipitated a constitutional crisis. 
Although Singh backed off at the last 
moment, his recent remarks to Indian 





‘Si ngh and his swami 


An ex-president talks of money and political disloyalty 
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journalists have embarrassed politicians 
of many parties. Over the past two 
months; Singh has been saying things 
and correcting or denying them later. 
But each time he has spoken, he has re- 
vealed new facets of the plot to dismiss 
Gandhi, showing the prime minister as 
the victim of unscrupulous followers out 
to topple him. 

Singh's disclosures began at the end 
of February in an interview with the 
Calcutta-based weekly, Sunday, in 
which he claimed to have been offered 
Rs 400 million (US$30.8 million) to con- 
test against Gandhi's nominee for a sec- 
ond term. The money probably was 
meant to buy off MPs and state legis- 
lators who form the electoral college in 
a presidential poll. Without naming the 
people who would raise the money, 
Singh went on to add that he would have 
had the support of many Congress dis- 
sidents and a third of Gandhi's ministers 
in a presidential election. 
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~~ As Singh had implied that the mone 
could have come from Congress rebels ` 
or opposition sources, Gandhi thought 
it was a good opportunity to pin the cor- 
ruption label on his detractors — includ- 
ing those who have been expelled from 
the ruling party. So he announced in 
parliament on 2 March that the home 
minister would investigate the matter. 
For more than a year, allegations of cor- 
ruption against the government have 
been made by the opposition, though 
there has been no proof. But Gandhi's 
ploy quickly backfired, as Singh told 
The Hindu newspaper on 4 March that 
those backing his last July contest were 
still in the Congress. And he followed it 
up with another newspaper interview 
claiming, "I will protect my friends" 
from the home minister's investiga- 
tion. 

Singh continued making selective 
leaks to the press and then denying the 
remarks after the stories appeared in 
print. The 20 March editions of The Ji 
lustrated Weekly of Indía and The On 
looker — two Bombay-based magazines 
— carried an interview by Singh with 
further saucy disclosures. True to form, 
Singh accused the magazines of fab- 
ricating his quotes. Being forewarned 
by Singh's earlier retractions, the two 
magazines had taped the joint interview 






During his talks, Carlucci was told by Indian leaders that 
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Carlucci differs with India on Pakistan 


U? Defence Secretary Frank Carlucci’s two-day visit to 
India underlined the fact that defence cooperation be- 
tween the two countries is set to grow — despite their con- 
tinued differences on the Subcontinent’s security issues. How- 
ever, he gave little satisfaction to India on the latter’s concerns 
over Pakistan. 

. Carlucci held talks with Prime Minister Rajiv Gandhi and 
Defence Minister K. C. Pant and an official statement at the 
end of his visit stressed his optimism that both countries could 
| increase cooperation “in a broad range of defence-related 
| fields and in a manner that supports Indian goals of develop- 
ment and technological self-reliance.” 

. But at a press conference just before he left, he repeated 
Washington's stand that US friendship with India was per- 
fectly compatible with Washington's close ties with other 
He bluntly told a questioner that the 
US was not playing a zero-sum game of downgrading its re- 
lationsip with one country automatically by improving its re- 


vs | lations with another. 


. He argued that the US had a durable, longstanding sec- 
urity relationship with Pakistan and that it was in Washing- 
. ton's and the region's interest to have a stable government in 
Pakistan. Significantly, this statement came in response fo a 


| question on whether a peace settlement in Afghanistan would 


make Washington more responsive to New Delhi's objections 
to the US supplying weapons to Pakistan. He indicated that 
the US-Pakistan arms relationship was not contingment upon 


E . the Afghan conflict alone. 


However, he gave some satisfaction to India by declaring 
that as a regional power, India had an interest in the Afghan 
situation and that it had played a constructive role in support- 
ing the move to withdraw Soviet troops. He also called on all 
countries in the region to work together to enable the Afghans 
to exercise their right of self-determination. 








| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 






Frank is so non-committal 


Pakistan was aiding Sikh terrorism in Punjab. This was the 
first time that India had officially taken up this matter with 
the US. But Carlucci refused to make an assessment of the In- 
dian charge and also of the risk of this allegation leading to 
war between the two neighbours. He said: “It is our position 
that there ought to be a continuing dialogue to reduce underly- 
ing tensions. We have suggested some confidence-building 
measures and we discourage any move to violence." 

Leftwing Indian newspapers had speculated that the main 
aim of Carlucci's trip was to extract an Indian assurance that 
New Delhi would not put pressure on Pakistan while thé Af- 
ghan conflict was being resolved. Despite Indian denials, 
Pakistani newspapers have in recent weeks been reporting tl 
impending arrival in Kabul of Indian troops. 

According to Carlucci, India also expressed concern over 
the introduction of Chinese medium-range missiles into Saudi 
Arabia, which would put parts of the Indian west coast within 
range of these missiles. Carlucci echoed India's concern and 
said that Washington had told Riyadh that the missiles did not 
promote regional security. ZUM. i 

On the supply of defence technology to India, Carlucci ex- 
pressed satisfaction on the progress of the Indian light combat 
aircraft and stated that the US had recently approved the ini- 
tial supply and subsequent transfer of technology of ring-laser 
gyros, which are the most advanced of the inertial naviga- 
tional systems. Carlucci pointed out that since the -1983 Indo- 
US agreement, there had been a fourfold increase in technol- 
ogy transfers and now as many as 5,000 such requests for 
India were being processed annually. | 

India is building six destroyers for which it has aksed the 
US to supply engines. Other items on the Indian shopping list 
include sensors to detect sea mines and a second supercompu- 
ter — the first one has already been cleared by Washington. 
India also does not want the US to supply to Pakistan the 
sophisticated airborne warning and control system and 
Stinger anti-aircraft missiles. Apparently, Carlucci made no 
commitments either way. = = Salamat Ali 









The Swiss have been partial to cleanliness and thoroughness for as long as anyone can remember 
Perhaps that’s why they find it easier than most other people to make intricate, high-precision 
watches, and to fly passengers from all over the world safely and reliably to destinations all over 
the world. Or - as anyone who has ever stayed in a Swissôtel in Europe, America or Asia wil 
tell you - to spoil guests with their near-legendary hospitality. swissótel 





"Zurich is so clean that you could eat a spilled minestra 
off the Bahnhofstrasse without a spoon." 
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James Joyce, in Zurich, 1938. 




















“and they stood by the story. Later Singh | 
threatened to sue the Bombay publica- - 
-tions for using a tape recorder without 
|. his permission. 
. Despite the denials and contradic- 
tions, the gist of Singh's several inter- 
views is that he was not offered the huge 
sums of money either by Congress dissi- 
‘dents or the opposition. The offer appa- 
-| rently came from an Indian holy 
man, Chardraswami, who, according to 
. Singh, claimed to be close to many ex- 
-tremely wealthy people abroad, includ- 
ing an oil-rich sheikh. At that time, 
Singh had it confirmed from the Indian 
.| intelligence network that the swami had 
^| many disciples among Indian politi- 
-| cians, including cabinet ministers. The 
-|- swami offered the money in return for 
Singh running for a second term and re- 
.| placing Gandhi with a senior cabinet 
^| minister, P. V. Narasimha Rao, as head 
of the government. On his part, the 
swami has denied all these assertions by 
Singh. 

In the run-up to last year's presiden- | 
tial polls, when the opposition was 
clamouring for Gandhi's prosecution 
for corruption charges involving arms | 
purchases, Singh claimed he consulted | 
former law minister Ashok Sen and | 
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former chief justice of India V. V. 
Chandrachud. Their advice was that he 
had, at best, a 50% constitutional jus- 
tification to permit Gandhi's prosecu- 


tion. However, without 





revealing the advice he 
gave, Sen now insists 
that Singh followed his 
counsel and adds that a 
prime minister with 
majority support in par- 
liament cannot be dis- 
missed by the president. 


ut before Singh 
finally decided to 
bow out of office 


quietly, he had received 
several offers of condi- 
tional support from some cabinet minis- 
ters with each minister submitting lists 








Singh: contradictions. 


of MPs prepared to back his own bid | 


for prime ministership. One such 
minister identified by the former pre- 
sident was Arjun Singh, who is now 
the chief minister of Madhya Pradesh 
state. But Arjun Singh claims that he 
was acting as a decoy to draw out the 
then president. Singh has also said 
that Balram Jakhar, the parliament's 
speaker, had through an intermediary 
submitted a list of 45 dissident MPs. 
As expected, Jakhar has denied 
Singh's claim. 

Others who were reportedly in con- 
tact with Singh at that time include: 
S. Gurumurthy, the financial adviser 
to the Indian Express, a newspaper 
crusading against Gandhi; Haryana 
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| chief minister Devi 
|| Harikrisha 

was inducted into the 
Gandhi cabinet only a 
couple of months ago 
and even the current 










president Venkatara- 
man. 
Singh says that 


former ministers V. P. 
Singh and Nehru — who 
have since become Gan- 
dhi's arch foes — did not 
support him because 
they were trying to 
make a deal with Venkataraman who 
wanted the presidency. The two dissi- 
dents were trying to make Venkatara- 
man the prime minister and had hopes 
of winning him over because Ven- 
kataraman had come to know that Gan- 
dhi wanted to name B. Shankaranand as 


- his party's presidential candidate. 
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Shankaranand belongs to the un- 
touchable caste, and Gandhi thought i 
would be good politics to elevate him tc 
the highest national office. According 
to Singh, Gandhi discovered Ven- 
kataraman's role through an inter- 
mediary and forestalled his alliance with 
the ruling party's dissidents by nominat- 
ing him as the candidate. Reporters 
seeking Venkataraman's comments on 
his role at that time, were brushed away 
by the president's office. 
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— Because we are a SWISS bank owned 
indirectly by a common market country 

— Because we are big enough to be experts 
in portfolio management as well as in any 
other banking business 

— Because we are small enough to be able to 
establish a PERSONAL RELATIONSHIP 
with any of our clients 




















IF you have any more questions please do not 
hesitate to ask our Mr. Balz Eggenschwiler, 
Vice Director, at 
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Where Asian nationalism first arose. 
But despite this seeming lack of national 
identity, Philippine nationalism is alive 
and well. o | 
Filipinos have as many national 
achievements to their credit as any 
| other Asian people. In 1521, King 
Lapulapu of Mactan killed Spanish 
_ Conquistador Ferdinand M agellan and 
| ove his fleet away. Even when »pain 
— .nquered the islands 50 years later, 
Filipino resistance continued. 

A sense of nationhood had de- 
veloped among Filipinos at the end of 
the century. But this differed from 

| the ethnocentrism of 
nationalism. Instead, Filipino na- 
tionalism sprang from a resentment 
against foreign rule, in common with 


suffered terrible 
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Developing your investment strategy is a combination of deciding how 
much capital you have to invest and what you want that investment to 

-do for you. For an effective investment strategy to work it must be built 
on your goals. | I 


At Matheson PFC listening to what you want to achieve and helping 
you to tailor your investment strategy is the heart of our business. 

So when we make a recommendation, we'll 
back it up with all the information you need to 


Wl 
make an informed decision. : 


Matheson PFC offers a wide range of | 
investment vehicles ranging from low risk 
bonds/gilts to high risk equities. Which ones are 
right for you, depends on your individual strategy. 
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For further information on building your 
investment strategy, contact David Wilkie or 
Vincent Chan on 5-8908448 or complete the 
coupon below. | 
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based on cultural pride than on the de- 
sire to be free from external domina- 
tion. The colonisers expectedly sup- 
pressed this aspiration. Inevitably, the 
nationalist struggle became a revolution. 
The first anti-colonial revolution in 
Asia against a Western power took 
place in the Philippines in 1896. It gave 
birth to the first Asian republic and 
democratic constitution in the region. 
The US took three years to vanquish 
a defiant nation during the Filipino- 
American war of 1898-1901. Fil 
atrocities during this 
war. Throughout the US occupation, 
the people doggedly demanded their in- 
dependence. When the Japanese in- 
vaded in 1941, most Filipinos fou ght the 


Wilfrido Villacorta, an academic spe- 

European | Cialising in international relations, 
served on the 1986 Constitutional 
Commission, which drafted the cur- 


' | rent Philippine Constitution. 
other colonised peoples. It was less | PP | 


new interlopers. There was fier 
ing in 1941 and again in 1945, : 
The US wreaked unprece 
havoc in "liberating" the Phi 
American bombs destroyed the $ 
walled city of Intramuros and simi 
historic shrines in Cotabato and 
where. But when it came to aid for pc 
war reconstruction, the US prove 
miserly. = 
Filipinos felt that the belated retur 
of US forces in 1945 demonstrated | 
Americans’ lack of commitment 
Philippines — an American n 
July 1946. They also res 
ton's demand that the 19 
be amended. In exchange 
rations, Americans had 
rights equal to those o 
















































ipinos 
exploit the country's n. 
This concession sealed Am: 
nation of the economy 
When a communist up 
its peak in the 1950s, the US 
involved in the consequent 
surgency campaign. During 
anti-Chinese feeling became ol 
nationalist sentiments. Local Chine 
| were alternately portrayed asa fifth col 
umn for Peking or as capi talists seeking - 
to control the national economy. Con- 
sequently, the Philippine Congress - 
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j| curbed the inflow of illegal entrants 
^| from China and passed a law banning 
non-Filipinos from the retail trade. 

A, Filipino nationalism gained new im- 
j| petus in the late 1960s. Student revolt 


and the revival of the Communist Party 
-of the Philippines under a new leader- 
ship enlivened political dynamics in the 
country. These developments intro- 


^| duced an increasingly ideological tone 


to Filipino nationalism. 

Meanwhile, it was becoming clear to 
most Filipinos that they could not con- 
tinue to blame the Chinese for their eco- 
nomic woes. Nationalist movements 
highlighted the role of multinational 
| corporations and the accommodations 
.|. made by then president Ferdinand Mar- 


Sl costo the US. 


Meanwhile, poverty, unemployment 
and social unrest worsened. In respond- 
ing to the growing crisis, the Marcos 
government did not address the root 
causes of social problems and took in- 
stead the militaristic route. Marcos’ 
declaration of martial law in 1972 
brought the nation under one of the 
most oppressive and plundering dictator- 
jal regimes in the country’s history. 

The US was widely perceived to have 
backed the Marcos regime to the end. 

It was not surprising that in February 
1986 — when Marcos was ousted and 
Corazon Aquino became president with 
the help of army rebels — the Filipino 
people expressed their anger which had 
been subdued for 13 years. The mass- 
based movements which participated in 
the uprising hoped that, finally, much- 
needed social reforms would follow the 
overthrow of the dictator. 

Heated debates on nationalist issues 
marked the Constitutional Commis- 
sion, formed in 1986 to draft the new 
fundamental law. One of the major is- 
sues debated was the question of giving 
more control of the economy to 
Filipinos. Unfortunately, conservatives 
comprised the majority and imposed a 
moderate approach to economic 
nationalism. They likewise watered 
down provisions on land reform. Vital 








details of agrarian reform, such as re- 
tention limits and a compensation 
scheme, were left for the congress to de- 
cide. 

The commission’s nationalists 
wanted US military bases in the country 
closed down. But the most they could 
get was a ban on nuclear weapons in the 
country. They also succeeded in incor- 
porating a condition that a new bases 
agreement must be ratified as a treaty 
by both contracting governments. 

Until now, the dominant theme of 
nationalist movements has been the dis- 
mantling of the US bases. This demand 
has nothing to do with any fundamental 
dislike for the American people. The 
dangers posed to Philippine security by 
these bases and the social cost of main- 
taining them are at the root of the con- 
troversy. The anti-bases position is also 





a reaction to the pervasive influence of 
the US on the country’s economy, cul- 
ture and education. 

The presence of US military attaches 
at a Philippine military camp captured 
by army rebels during a coup attempt in 
August 1987 did not help to improve 
Washington’s image. Recently, a pro- 
posal to have the Armed Forces of the 
Philippines audited by a US mission 
created an uproar. 

Past surveys have shown that a 
majority of Filipinos favour retention of 
the bases. However, more recent polls 
indicate that pro-base sentiment is de- 
clining — currently about 6076 . 

The US Embassy is not taking this 
development lightly. Its information 
agency has launched an aggressive 
media blitz. It has flooded schools with 
propaganda about “benefits” derived 
from the bases. Meanwhile, US dip- 


anti-US bases demonstrators clash with police in Manila: pro-base sentiment declining. 


rta E P T a rete tame A ANC rrt eee mimm mimm 


tells them to do so. 

The US propaganda campaign has 
had only limited effect. With the Philip- 
pine Senate president and the speaker 
of the House of Representatives taking 
the lead, more members of the congress 
are taking an anti-bases stand. This is 
why pro-US interests are lobbying for 
an early referendum — even if the peo- 
ple do not fully know the options and 
the issues. A well funded campaign has 
been launched to discredit the new con- 
stitution, which limits the operations 
and future of the bases. 

Economic self-reliance is another 
concern of contemporary nationalists. 
Some advocates simply back the “Buy 
Filipino products" campaign. The more 
ardent ones seek national industrialisa- 
tion and greater control over multina- 
tionals. 

The militant nationalists believe that 
nationalism cannot be separated fron 
social activism, particularly that address 
ing such urgent issues as human rights, 
land reform and workers' welfare. The 
newly founded National Movement for 
Civil Liberties brought together some 
40 cause-oriented organisations. It will 
monitor government performance using 
the new constitution and the promises 
made by national leaders as guidelines. 

The less politicised are content with 
the more “harmless” articulation of pat- 
riotism — mainly in the areas of lan- 
guage, culture and values. They con- 
sider the discovery of national identity 
as imperative for development. 

Whatever the manifestation of na- 
tionalism, it will always have to be 
linked with foreign political and econo- 
mic domination. As long as the US 
bases are on Philippine territory, Wash- 
ington will interfere in domestic affairs 
in order to preserve its military presence 
here. Part of this interference involves 
discrediting nationalist feelings. Bi 
nationalism will continue to be a poten. 
force because of its roots in Philippine 
history and tradition. 





lomats proclaim that the US sready to | | 
pull out of the bases any time Manila 
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In banking, 
as in art, a clear 
concept 
can make all the 


difference. 


The Dutch artist Mondriaan spent 
more than 20 years refining a style of 
painting he called neo-plasticism. 
Similarly, Rabobank carefully defin- 
ed and refined its own style of bank- 
ing. As the Dutch economy and 
industry grew, so did Rabobank, be- 
coming the largest domestic bank. 
Today, with total assets of US $ 75 
billion, Rabobank is one of the top 
50 banks in the world, with offices 
in major financial centres and ports 
around the globe, activein financing 
agribusiness, commodities and in 
every aspect of international bank- 
ing. And we still have our own clear, 
long-term view of client relation- 
ship, based on commitment, dedi- 


cation and trust. 
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€ SOME autobiographical books of 
reminiscences by foreign correspon- 
dents, such as Sandy Gall's memoirs 
which I quoted recently, are vastly en- 
tertaining but are also, I find, vaguely ir- 
ritating. The chapters switch wildly 
from Budapest to Vietnam, from Bor- 


neo to Leopoldville, from the Khyber 
Pass to Uganda, the 


1, the intercontinental ex- 
peditions being made at the whim of an 
MPO m rin London or 
New York.. pter will end after a 
summary o uation in Manila, 
with the writer receiving telephoned in- 
structions from his brain-damaged boss 
to proceed immediately to Tashkent. 
What puzzles me is that the next chapter 
begins, “A day later I checked into the 
Tashkent Hotel..." 

_. I have occasionally met correspon- 
dents who keep three or four separate 














— -. assports all full of valid, regularly re- 
^: awed visas for dozens of countries. But 


travel for other than such hotshots 
has always seemed more complicated. 
Hours are spent filling up application 
forms and waiting in lackadaisically run 
consular offices, adding one's name to 
wait-listed, would-be passengers on 
overbooked flights and locating a book- 
able, vacant hotel room. In the old days, 
another worry was the little yellow book 
recording one's injections and vaccina- 
tions (yet another cholera jab was con- 


stantly needed). But these foreign cor- | 
respondents seem able to dematerialise 
| 
| 


and transubstantiate themselves thou- 
sands of miles away in only hours, as 
easily as any Indian fakir. 
€ i HAVE always managed to per- 
form my globe-trottings with no more 
than the average amount of mishaps, in 
the shape of lost money, luggage, pass- 
ports and other minor disasters. But a 
recent trip to Macau was exceptionally 
iught. Most of the REVIEW’s editorial 
aff joined the day's excursion to mark 
several staff transfers — to welcome 
Cheryl Dorral from Malaysia to our 
ranks, to say farewell to Susumu 
Awanohara (who is taking a year's 
sabbatical in Hawaiian academia), to 
Michael Malik (who is off to our Sydney 
bureau) and to welcome Sydney corres- 
pondent Hamish McDonald, who is tak- 
ing over Susumu's job. | 
Going to bed the previous night, I 


. discovered I had, idiotically, left the 


Hongkong-Macau tickets for self, son 
Robin and daughter Sian (wife was 
away, visiting Japan) in the office. I 
had, inexplicably, only brought the re- 
turn tickets home. Before setting off to 
Macau the next morning, I had a 9 a.m. 
appointment with a lawyer (to sign an 
affidavit connected with a libel case!), 
so I put the alarm on for 6:30 a.m., plan- 
ning to pick the ticket up before seeing 
the lawyer. 

Next morning I blearily realised that 
I had lent my office keys to one of our 











newcomers. Telephone calls to the of- 
fice predictably got no reply (I had to 
leave by 8:45 a.m., and the office was 
due to be closed for the day anyway). 


| 50, legal duties done, we went on to the 


Macau ferry pier to buy tickets for the 
10 a.m. ferry and prepared for embar- 
kation. But where were the REVIEW 
people? Not one to be seen. Had they 
gone by an earlier jetfoil? 

€ IN Macau we repaired immediately 
to the venerable hotel, Bela Vista — a 
glass or two of vinho verde on its terrace 
before lunch has become a ritualistic 
feature of these REVIEW outings — but 
the terrace was empty. We sipped the 
wine and waited. One o'clock came and 
went, and no colleagues on the horizon. 


| So we caught a taxi to Pinocchio's, 


where lunch is the second part of the 


ritual. There they all were, already | 
tucking in. They had come by the 11 | 


a.m. ferry and gone straight to lunch. I 
reflected that after all there had been 


| plenty of time to pick up an office key 


and collect the tickets . . . 
We were booked back to Hongkong 
on the 6 p.m. ferry and had belatedly 


| realised that this would cut matters a lit- 


tle fine. The trip out had taken longer 
than expected and we had to be back in 


| Hongkong in time to get to a perfor- 
| mance by the Israeli Philharmonic Or- 
chestra conducted by Zubin Mehta. So 


we swopped a couple of tickets with 
other members of the party for the 4:30 
p.m. ride. 

Son and daughter went off with the 
group intent on bankrupting the casino, 
while I went antique hunting. Unfortu- 
nately, I haggled for too long over a 
couple of beautiful, allegedly Han, 
horse heads and got to the ferry just as 
they were closing the gates for the 4:30 
p.m. trip. No, my ticket was not valid. I 


| would have to buy new ones, dearer 


ones, of course. And the earliest availa- 
ble places were on the 6:30 p.m. jet- 
foil. 

I bought them and rushed back to the 
casino to swop them for places on the 6 
p.m. sailing. I collected daughter: son 
was to follow. (Their venture on the slot 
machines had proved unprofitable.) 
Back to the ferry. Once there daughter 
remarked: "I've got your passport." 
Her hand flew to her mouth. *Heavens, 
l've got Robin's too." 

€ WELL, to cut a long story shorter, 
we all finally got together, complete 
with tickets and passports, on the same 
ferry, queued in the rain for a taxi, and 
hurled ourselves into the concert hall 
just before the doors closed on what 
proved to be a splendid concert. 

And despite all the near-disasters, 
the day was well spent. The horse's 
heads look lovely — though I daren't 
get them dated. 

€ THANKS to an undervalued Hong- 
kong dollar, Hongkong products re- 













main very competitive, whether 
fashion goods in up-market 
manufactured items peddl 
order firms and discount 
Bernard (a reader in Calif 
name will not be unknox 
who know anything about 
design and illustration) - 
via mail order a “non-electric lo 
bell” made in Hongkong, with a maj 
effort on the part of the package de 
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Shock in the rainy and wet 
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€ THE South China Morning Post re- 
| cently reported the plight of a certain 
| deaf and dumb man, who was up in front 
| of a magistrate, charged with begging 
| for tips in return for opening taxi doors 
| at a local taxi rank. 3 
i 
| 
| 


it is adopted from the 
pianomusic with beautiful and 
graceful sound, 
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| The man was found guilty of causing 
| a nuisance and was fined. But the news- 
paper report ended unfeelingly. 
thing to say in mitigation." MOINS 
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usiness records and demanding users as the best | 

Compaq Computer computer in its class. 

Corporation are no 

strangers. The high- 

We achieved the highest first- performance leader 
year sales of any company in 
American business history. In Performance leadership is 
our fourth year of operation, earned, not claimed. Compaq 
we broke into the ranks of the has earned this distinction by oe 
FORTUNE 500, faster than any consistently advancing per- ; 
other company. Now, after com- sonal computer technology. 
pleting our sixth year, we've We demonstrated this by 
reached annual sales of over US being first to tap the 
one billion dollars.And again, we power of the Intel’ 
achieved this mark faster than 80386 microprocessor 
any other company in history. with the COMPAQ 
While these achievements are DESKPRO 386. Then, 
helpful in charting a company's just a year later, we 
progress, the real story behind were first to advance 
this success is COMPAQ per- 80386 technology, not 
sonal computers. Together, once but twice, with 
they represent the the 20-MHz COMPAQ 
| DESKPRO 386/20 
and COMPAQ 
PORTABLE 386. 

' Today, they are the limits of personal computer 
most powerful personal com- technology while preserving 
puters in the world, offering your investment in industry- 
system performance that rivals standard hardware and the 

nee minicomputers: world’s largest library of busi- 
to introduce ness software. Moreover, we 
based coi ane Building bridges design our machines to exploit 


and enhance 


performance line of personal With each new capabili- 
computers in the world. Indi- innovation, ties. Compaq 
vidually, each has been singled Compaq options such 

| as VGA 


out by industry experts and pushes the 


"Based on an independent survey of 209 FORTUNE 1000 companies. 
*Tests conducted with Power Meter Version 1.2, a software product of The Database Group. Index based on a scale that rates the IBM PC/AT" as 1. Intel is a trademark of Intel Corporation. 
COMPAQ' COMPAQ DESKPRO 386' and COMPAQ DESKPRO 286" are registered trademarks of Compaq Computer Corporation. "Registered U.S. Patent and Trademark Office. 


It simply works better. 
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reached US $1 billion 
company's in history 








graphics, 3!/»-inch drives and 
the new MS. Operating 
System/2 are just a few exam- 
ples that set us apart. 


A better handle on 
computing 


In portable personal comput- 
ing, we've long been recog- 
nized as the world leader. 
From our first portable to the 


MS is a trademark of Microsoft Corporation. IBM PS/2 and IBM PC/AT are trademarks of Internationa! Business Machines Corporation. Power Meter is 
a trademark of The Database Group. COMPAQ DESKPRO 386/20™ COMPAQ PORTABLE 386™ and COMPAQ PORTABLE III™ are trademarks of 


COMPAQ PORTABLE III and 
now with the COMPAQ 
PORTABLE 386, we give users 
on the go the power and func- 
tionality of a desktop com- 
puter. All in a rugged, 
lightweight package built to 
meet the rigors of the 
real world. 


Proof positive 


Maybe the best 
measures of 
COMPAQ comput- 
ers are the people 
who evaluate them 
and use them. Admit- 
tedly, they're a criti- 
cal group. That's 
Ahem why Compaq 
^^ . engineers our 
computers to 


Í ÀÀ—É— —À— exacting 


quality 
standards and tests 
them in real-world 
situations. This 
attention to detail 
consistently earns 
us the highest qual- 
ity ratings from 
industry experts. 
And the highest 
satisfaction ratings COMPAQ PC's 
from users at all 








demanding business users. In 
fact, for all these reasons, more 
FORTUNE 1000 corporations 
plan to add Compaq to their 
approved vendor lists this year 
than any other brand! 


Worldwide service 
and support 


High- 
performance 
computers 
are nothing 
without 
high- 
performance dealers. We have 
a worldwide network of over 
3000 Authorized COMPAQ 
Computer Dealers in over 40 
countries. Our Dealers are 
specially trained to match 
COMPAQ personal computers 
to your every need. They also 
give you the added advantage 
and security of local service 
and support. For more 
. . information about 
COMPAQ Personal 
Computers in Asia, 
see the list below. 
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outperform IBM's PS/2™ 


PC's in CPU/memory 


levels. Especially 
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For business people seeking 
their own personal distribution center in Europe. 
Swissair makes it fast and easy to reach about 50 European cities quickly and comfortably 
from centrally located Switzerland. Comfort starts as soon as you set foot in our perfectly 
functioning airports. Lingering there - not only in our new First and Business Class lounges - 
is so very pleasant, and changing planes so simple that frequent travellers rate Zurich and 
Geneva among the best, time after time. And, indispensable to a good distribution center, 
an excellent means of transport stands ready: Swissair, oflering you i 0/W 
the choice of three classes on all its aircraft - unique in Europe. SWIHUSSQIF 
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Malaysia’s ‘Bapa Merdeka’ 
wages a new battle 


By K. Das in Penang 

oing to Penang to visit Malaysia's 

first prime minister, Tunku Abdul 
Rahman, is an adventure into history 
and makes one oblivious to the irrita- 
tions of modernity. Even the seemingly 
endless Penang bridge seems only an ex- 
tended apology of the modern aesthe- 
tic, wandering aimlessly as it does into 
the sunlit sea, a monument to bureau- 
cratic discernments of good taste, and to 
bizarre political perceptions of utility. 

Penang, it seems to me, can take 
whatever it is dealt. Besides, the Tunku, 

rince of the Royal House of Kedah, 

ves on the island, and I could ignore 
the incongruous since I had a date with 
history. 1 cannot claim friendship or 
even say I have known the Tunku all my 
life. We came from very different 
worlds. My father was a migrant of 
farming stock, from the old city of 
Jaffna in what is now Sri Lanka. The 
Tunku’s father was the Sultan of Kedah. 
He was already prime minister when | 
was a very junior civil servant in Kuala 
Lumpur. 

I met him first in 1954 when I was 
barely 25 and he was over twice my age. 
He was already deep in the struggle for 
Merdeka (Independence) from the Bri- 
tish. I was just beginning to write the 
early official film documentaries of that 
struggle. I thought he would have 
hardly noticed me then. I was wrong. 
He did notice — and remember. For the 
Tunku, there are no people on the 
periphery — all people whose lives im- 

nge on his have their significance, and 
' remembers them well. 

We met again, on 25 February this 
year, 17 days after his 85th birthday. He 
Sat in an armchair in his pajamas and a 
silk paisley patterned dressing gown, in 
a private room of the Penang Medical 
Centre. He had come out of the Inten- 
sive Care Unit only a day earlier. It was 
difficult to believe that barely 10 days 
ago he still had a temporary external 
pacemaker attached to his heart 
through his neck via the jugular vein, 
with a blood clot blocking his heart from 
functioning normally. He dismissed the 
major health threat with a laugh, and an 
"I'm all right now." He could not stand 
up, of course, but he offered me a seat 
next to him with all the graciousness of a 
prince. “How are you keeping? Good, 
good, do sit down." 

His specialist physician, Datuk V. 
Thuraisingam — we happened to have 


K. Das was the Rrvirw's bureau chief in Kuala 
Lumpur from 1977-84. 
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Tunku Abdul Rahman: the father of Mala ysia. 7 





gone to school together in Kuala Lum- 
pur through the 1940s — had ushered 
me in and introduced me. The old man’s 
eyesight was not good, as he had de- 
veloped cataracts again. He said he 
could not make out my features. “I can 
see only the outline of your face," he 
said. But his handshake was sure. There 
was genuine pleasure in his greeting. He 
was ready for a long visit. 

I tried to talk to the Tunku about his 
illness, and about his need to rest. | 
wanted to make my visit as brief as pos- 
sible. He laughed. “I am all right. You 
know I always get sick the day after my 
birthday!” 

“Every year it is the same. My 
friends tend to keep me up all night. 
They forget I am old man. I went to 
sleep at 3 a.m. Some of them. . . some 
of them are also old. They forget. Old 
age, you know." He chuckled again. 
"But I have a very good doctor. . ." 

The attack came late in the after- 
noon of 9 February. Datuk Thuraisin- 
gam went quickly to the Tunku's house 


The Tunku chats with British Prime Minister Margaret Thatcher. 
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and then rushed him to the Penang 
Medical Centre. The old man had never 
had a heart attack before. Now he grin- 
ned mischievously at the memory of the 
day. Then he reached out and touched 
my arm. His eyes were bright with 


amusement. "You know," he said, 
“Two doctors saved my life. Dr 
Thuraisingam and Dr Mahathir 


Mohamad.” 

For a moment I was at a loss to un- 
derstand what he meant. Then he 
quickly came to my rescue: “Dr Thu- 
rai treated my heart disease and Dr 
Mahathir gave me the will to live 
and fight.” 

I saw the old prince — at his own gra- 
cious invitation — every day for three 
consecutive days, spending two hours or 
so at a time each morning as he discuss- 
ed the state of the nation of which he 
was the founding father. Long ago he 
had been honoured as Bapa Merdeka, 
Father of Independence, and then as 
Bapa Malaysia, Father of Malaysia. 

He now expressed his deep dismay at 
the political upheavals which had di- 
vided the Malay community, damaged 
the peaceful fabric of a multi-racial pol- 
ity, and badly disrupted what had long 
been seen abroad as something of a 
model economy. He shook his head 
sadly at the thought of so many people 
being detained without trial under the 
Internal Security Act (ISA) in October 
last vear. 


us was for fighting the communists, 
you know. Not for locking up oppo- 
sition politicians like [Democratic Ac- 
tion Party chief] Lim Kit Siang and 
[DAP lawyer] Karpal Singh and others. 
And they even locked up Chandra 
Muzaffar [Aliran president who was 
subsequently released]. a good man, an 
honest man, an intellectual with only 
the welfare of all Malaysians at heart. 
Poor chap was accused of threatening 
the peace among the races. That was a 
shameful thing." 

I could not help pointing out that it 
was he himself who allowed the ISA on 
the statute books in the first place. Did 
he regret it now? 

He closed his eves for a moment and 
nodded thoughtfully. He 
had obviously thought 
about it carefully for a long 
time. "We needed it in 
those days. It was neces- 
sary. We were fighting the 
communists. But now. . . it 
should be repealed now. 
The people should be told 
that if there is a serious 
communist threat again the 
law can always be rein- 
troduced.” 

When I expressed my 
reservations about the law 
as it stood, under any cir- 
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Decentralising management control has its 
problems. Problems that arise because your 
subsidiaries do not work to your schedules. 
They may be in another time zone or lack — 
the authorisation to make payments beyond — 
a certain level. 


Hexagon gives you instant control over all. 
your accounts and trade finance transactions 
— global, regional, or local. It allows you 
to make transactions including payments and 
transfers, and gives you detailed statements ` 
of your daily financial activities. 


Hexagon allows you to nominate which of 
your staff and subsidiaries can use the 
system. You may re-designate both access 
power and signing authority whenever the 
need arises. 








Hexagon also gives you and your delegates - 
an ongoing status of all activities performed 
by your subsidiaries and staff. | 


Hexagon is state-of-the-art corporate i 
electronic banking from the HongkongBank _ 
group, one of the world's major financial — 
institutions, with over 1,300 offices in 
55 countries. 





To find out more about Hexagon, and 
how it can help your company, contact the 
Hexagon centre at your nearest branch of 
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cumstances, he shook his head. “Yes, it 
is difficult.” There was regret but there 
was no doubt that in his mind the ISA 
had its place, in its time. It had been 
necessary. 

| had no heart to press the point 
about dangerous laws falling into the 
wrong hands. It was clear he did have 
some regrets. I had no wish to agitate 
him and sat silently for a while. He 
returned to the problems of the Unit- 


ed Malays National Organisation 
(Umno). 
He lamented the destruction of 


Umno, which he had helped to mould as 
the instrument to secure independence 
from the British. Umno had been de- 
clared unlawful on 4 February. 

“Umno could have been saved very 
easily you know. The prime minister, as 
home minister, could have used Section 
70 of the Societies Act and issued a 
ministerial order and exempted the il- 
legal branches from the provisions of 
the act. It was so simple, entirely within 
his power. Even at the 11th hour he 
could have stopped the high court deci- 
sion by doing so. He had the 
power. Why did he not do it? I 
cannot understand that. Why 
did he not want to do it?” 

The Tunku’s wish that the 
home minister had applied Sec- 
tion 70 to save Umno was a wish 
to use political power to get 
around the law. But to him there 
was a higher morality. The im- 
mediate problem was to save 
Umno from destruction. An 
Umno in limbo had vast ramifi- 
cations affecting the lives and 
livelihoods of many thousands 
of people. Would a political 
leader not take any step neces- 
sary to save such a party, espe- 
cially when there were clear 
legal ways of doing so? 

That was always the heart of 
his political morality, the question of the 
greater public good. His antipathy to- 
wards Mahathir undoubtedly was a factor 


in his arguments. So the question was, 


"why did Mahathir not want to do it?" 


he implicit suggestion was that 

Mahathir was only too aware that his 
counsel in the Kuala Lumpur High 
Court was embarking upon a course 
that could result in Umno being de- 
clared an illegal organisation. The 
Tunku clearly did not believe that a 
Malaysian lawyer would have acted so 
boldly without a clear and unequivocal 
brief from his client. 

Surely, I asked the Tunku, Mahathir 
would not want to destroy Umno? 

“I don't know," he said. "I don't 
understand him. He had all the informa- 
tion, all the advisers. Including the at- 
torney-general. There are many lawyers 
in Umno. And the Societies Act is very 
clear. If there are illegal branches the 
main society also becomes unlawful. 
The law is very clear." 
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I was not happy to be responsible for 
any physical exhaustion he might suffer 
as a result of going over these rather 
provocative, not to say dangerous 
thoughts. After all his heart attack had 
come after he launched his proposed 
political party — Umno Malaysia — to 
replace the now unlawful Umno. But I 
could see he was excited. He seemed to 
derive new energy from discussing what 
might be done tosalvage something from 
the “mess” the country had got into. He 
had no doubts about it: a disaster for 
Umno was a disaster for Malaysia. 


"I am willing to cooperate with Ma- | 
| as May 13. But still it is bad," he said. 


hathirs Umno (Baru) [New Umno],” 
he said. “But there is nothing clear 
about the new party. The court case is 
not over. The appeal is still pending. 
The people who took action in court are 
going back to court again. They are ap- 
pealing against the decision" (REVIEW, 
14 Apr.). 

| tried to change the subject and 
asked him about his plans when he was 
discharged from hospital, when he went 
home. He became enthusiastic about 
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his immediate plans. He wanted to visit 
Kulim, one hour's drive away. 

It is a small town in Kedah where à 
memorial was being built. In 1941 the 
Tunku had kidnapped his father, the 
sultan, who was being evacuated by the 
British as the Japanese army advanced 
from the north. The Tunku felt that the 
place of the sultan was with his people 
when they were in trouble. So he 
plucked his father from the middle of 
the armed British escort in broad day- 
light. The British commander of the 
mission did not know because the con- 
voy had been split up to make it a more 
difficult target for the Japanese bomb- 
ers overhead. The Tunku managed to 
hide his father in a house in Kulim, and 
that house was being restored and 
turned into a memorial. 

He told the story rapidly and in de- 
tail, and invited me to accompany him 
for the formal dedication of the build- 
ing. I thanked him, and his then atten- 
tion quickly returned to the current po- 
litical crisis. 





"Before the [race] riots of May 13 
[1969]. I had a dream in which I was sur- 
rounded by sewer rats in a dark alley. 
The place was swarming with bluebottle 
flies, too. Just after that dream the race 
riots broke out. They were huge rats. 
And the country was in terrible trou- 
ble." The rats, he later concluded, were 
anti-national elements, communists or 
their followers and supporters. 

“I had another dream recently. This 
time there were also many rats, but they 
were not so large. Most of them were 
light coloured. They were small rats 
... So I think the problem is not so bad 


wp is a battle to fight now. What 
has happened is not right. The 
new party Umno Baru is expected to 
exclude many good Umno people like 
former finance minister Tunku 
Razaleigh [Hamzah]. ex-foreign minis- 
ter Datuk Rais Yatim, other ex-minis- 
ters like Datuk Manan Othman and s 
on. 

"Mahathir should have gone to parli- 
ament if he wished to continue 
to be prime minister. But he pre- 
ferred to make everyone swear 

ersonal allegiance to him. 
What kind of action is that? It is 
wrong. We are not a dictator- 
ship. We are a parliamentary 
democracy. We must act accord- 
ing to the constitution, accord- 
ing to the law. Proper form must 
be observed,” he said. 

The Tunku went home after 
our third meeting, on 27 Feb- 
ruary, to his town house in 
Penang. Until the moment he 
rose from his armchair to settle 
in a wheelchair he was explain- 
ing the constitutional and legal 
rationale — and the moral jus- 
tification — for Mahathir's 
necessary departure. 

"There is no mandate left becau: 


| the confidence of the majority 


parliament is questionable. It is not 
tested. It must be tested. There is no 
moral authority either. It is all vague 
and there are too many doubts in the 
public mind. How can he stay?" 

And finally he made what felt was 
the critical point. "But these views will 
not be made known. The public will 
never know since the press is completely 
controlled. That is why I want to talk to 
the foreign press. At least let the world 
know. It might help. I believe in the ef- 
fect of world opinion." 

Then he was off, after promising Dr 
Thuraisingam that he would not travel 
to Kulim vet. He would rest. 

But the Tunku did not rest, he travel- 
led to Kuala Lumpur to pay his re- 
spects to Tun Tan Siew Sin, a member 
of Malaysia's original independence 
cabinet who died on 17 March. In all 
the TV news coverage of the homage 
paid to Tan. the Tunku never ap- 
peared. o 
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Re-educating Vietnam's 
vanquished generals 


By Murray Hiebert in Ho Chi Minh City 


3 rig-Gen. Tran Van Cam was sure he 
would be executed when com- 
munist forces captured him in central 
Vietnam in early April 1975, less than à 
month before the collapse of the former 
US-backed regime in South Vietnam. 
"In 1946, the communists captured my 
father and killed him because they said 
he worked for the French Government. 
I thought I would be killed too,” he said. 

Instead, the 58-year-old general 
spent the next 13 years in re-education 
camps. He was released in a Lunar Year 
Amnesty in mid-February this year, one 
of the 3,820 former officers who were 
given their freedom from the dozens 
re-education camps set up at the end ot 
the war for tens of thousands of soldiers 
and civilians of the defeated regime. 

Cam was deputy military command- 
er of the central highlands when the 
communists launched their final offen- 
sive of the war in March 1975. Then pre- 
sident Nguyen Van Thieu had ordered a 
tactical withdrawal to the lowlands, but 
Cam's demoralised troops fled in total 
disarray. Cam was afraid his troops 
would shoot him if he fled by the last 
helicopter. He stayed and was captured. 

On 29 April, the day before the com- 
munists took Saigon, Cam was taken to 
Son Tay, a prison camp northwest of 
Hanoi where captured American pilots 
were held during the war. Cam spent a 
year in Son Tay, before being moved to 
Yen Bay, 200 km north of Hanoi, where 
he was joined by other generals from the 
south, including Lieut-Gen. Nguyen 
Huu Co. 

Co, now 62, had played a key role in 
the 1963 coup against then president 
Ngo Dinh Diem. Co was rewarded by 
being named defence minister and vice- 
premier of the Saigon government, but 
in 1967 he was ousted by Air Vice-Mar- 
shal Nguyen Cao Ky. 

Co says he stayed out of politics for 
the rest of the war, but in June 1975, six 
weeks after the communist victory, he 
heard an announcement calling all offi- 
cers of the former regime to report to 
the new authorities. "They were very 
clever. They said we were to bring 
enough money and clothing for one 
month," Co told journalists who re- 
cently met him in his home in Ho Chi 
Minh City. “Everyone thought the stay 
in the camp would be very short." 

Over the next 12 years, Co and Cam, 
like thousands of other high-ranking of- 
ficials of the defeated regime, were 
moved repeatedly. 

Co's stay lasted until September of 
last year, when he and 479 other politi- 
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cal detainees were freed. The release of 
Cam and Co mark the two largest publi- 
cised amnesties since the end of the war. 
Cam and Co, in recent interviews in Ho 
Chi Minh City, have offered glimpses of 
life in Vietnam's re-education camps 
and the reasons for their release. Out 
of the 32 generals arrested in 1975, 
eight remain in Nam Ha, Cam said. Two 
generals died of illness, the released 
prisoners said, but they claimed there 
were no executions or beatings in their 
camps. 

Deputy Minister of Information 
Phan Gusts told journalists in February 
that only 159 officials of the former re- 
gime remain in re-education camps, but 
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Female guards return valuables to released prisoners. 





Hanoi's critics believe the actual 
number is many times higher. 

"The people in the camp told us we 
had performed hostile actions against 
the revolution," Cam said when he was 
asked how officials had explained why 
the inmates were not given trials. "So if 
they had put us on trial, we would have 
be given the death sentence. So they 
said they put us in re-education camp to 
make us good persons. " 


go analysts see the recent releases 
as part of a larger liberalisation cam- 
paign launched by the communist party 
to rescue the country from its economic 
and political malaise. 
ietnam has faced domestic com- 
laints as well as condemnation from 
estern governments and human-rights 
groups for continuing to hold people in 
re-education camps without trial more 
than a dozen years after the war ended. 
Vietnam's publicity about the releases 


has centred on detainees arrested al- 
most immediately after the war ended in 
April 1975. Officials have said little 
about the thousands of political prison- 
ers put into re-education camps in the 
dozen years since then. "They say 
they're closing the re-education 
camps,” observed one diplomat in 
Hanoi, “but it might only mean that the 
ordinary prisons are becoming more 
crowded.” 

The former generals found life hard- 
est at Yen Bay, acamprun by the Minis- 
try of Defence. The inmates had to 
work from 5 a.m. to 9 p.m., cutting 
wood in the mountains, digging fish 
ponds, constructing their own buildings 
and growing their own rice, vegetables 
and raising livestock for food. 

In 1978, the generals were moved to 
Ha Tay, a camp south of Hanoi run by 
the Ministry of Interior. Here the hard 
labour stopped. Instead, the inmates 
were divided into small teams and asked 
to write about subjects like Saigon 
military strategy and political develoy 
ments in the south during the war. 

Early in 1979, Co alone was 
moved to Nam Ha, another In- 


terior Ministry camp, located 
among craggy, abruptly rising 
mountains 100 km south of Hanoi, 


where he continued to write. Co's 
wife was allowed to visit him at 
Nam Ha for the first time since 
his arrest. The camp had a "happi- 
ness room" where detainees were 
allowed to spend time with their 
families during occasional visits. 

By 1981, all the generals were 
moved to Nam Ha. Both Cam and 
Co said their past four or five 
years in Nam Ha were "not very 
hard." 

Cam now lives with his sister, 
who runs a bookstore in Ho Chi 
Minh City. He hopes the govern- 
ment will allow him to migrate to 
the US, where his family fled aft 
he was captured in the closir.. 
days of the war. 

Co has spent the past few months 
writing letters to relatives and friends 
abroad asking for money to help set up a 
small lacquer or shoe factory. He is still 
trying to decide whether to apply to 
leave Vietnam. “If I move." Co said, "the 
whole family, including 11 children and 
15 grandchildren. must move together. " 

The US Government has said it will 
accept former prisoners with ties to the 
former regime, but Hanoi's leaders ap- 
pear ambivalent about whether the de- 
tainees will be allowed to migrate. 

Many former detainees, including 
those who readily accept the communist 
rule of Vietnam, complain that they 
face difficulties re-entering society after 
their release. “We have found that we 
do not really have the rights of citizens." 
one returnee, Nguyen Van Nam, com- 
plained in an article in Saigon Giai 
Phong (Saigon Liberation) last Oc- 
tober. O 
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1 The Chinese imagination 


| Vignettes from the Chinese: Lithographs from Shanghai in the late 
Nineteenth Century edited and translated by Don J. Cohn. Renditions Paper- 


| back, Hongkong. No price given. 


his enchanting book is a selection of 
| lithographs with accompanying text, 
- taken from The Dianshiz ai Pictorial, 
. first published in 1884 as a supplement 
. to the famous Shanghai newspaper Shen 
Pao (published in Chinese but owned by 
. the British merchant Ernest Major). 

| The name of the supplement, which 
was published every 10 days, is a pun on 
the technique of lithography and turn- 
ing stone into gold. Indeed there is an 
air of magic to these lithographs about 


¿f Western practical inventions, local oc- 


currences, regional reports, rumours 
and quotations, as they are transmuted 
by the Chinese imagination into estab- 
lished fact. 

This is partly due to the skill of the 
artists. From 1884-90 the supplement 
was under the stewardship of the 
foremost illustrator of the time, Wu 
Youru, whose artistic career had begun 
with the decoration of everyday objects 
for local people. His humble origins 
may explain the conviction he brought 
to these odd stories and illustrations. 

Wu was certainly not sophisticated 
or worldly, even though he may well 
have studied periodicals such as The I- 
lustrated London News. His main influ- 
ence lies with wood-block illustrations 
for traditional Chinese books. Yet it is 


precisely this stiffness and lack of 


worldliness which gives this book its 
fantastic quality — some seem as 
though they are the illustrations for Ren- 
aissance treatises on music and magic, 
other contain empty Palladian build- 


ings staring at the 
reader. 
The attentions of the 


Pictorial range from 
gigantic birds glimpsed 
in Korea, abandoned 
sailor hermits in Hong- 
kong, local tricksters, 
fortune tellers and pri- 
soners, revenge plots, 
Taoist bores, mountain 
demons and retired 
American presidents. | Jiggs 
All are given the |j ios 
same beady-eyed, frank |j 
treatment, but perhaps 
none with so startling 
effect as the inventions 
of the practical West. 
My favourite — 
everyone will have their 
own — is The Flying 
Boat. Apparently, this 
had been invented on 
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the principle of the balloon and allowed 
Westerners to hover in the sky like the 
*clouds hovering over Mount Tai." The 
accompanying lithograph shows a kind 
of submarine on which a tin-opener has 
been used, batting its gigantic prehis- 
toric wings over a town with minarets 
and strolling Edwardian ladies. 

Other surrealist stories include A 
Turn Of Events At The Telegraph Of- 
fice, in which the director of communi- 
cations finds himself shut out of his awe- 
some Palladian building, with its myriad 
telegraph wires directed into the attic. 
His only recourse is to send a telegram 
to those inside, via the main telegraph 
office some 300 miles away. | 

Then there is the breathless tribute 
to Western "practical genius" in the il- 
lustration of Liverpool's new railway 
tunnel and the incredible Mobile Obser- 
vation Platform — "some four and two- 
tenths kilometres long [sic]" — made 
for the International Exposition of 1890 
in Paris and apparently drawn by a vast 
steam engine. 


ye more emerges from this book than 
a frolic with surrealism or China’s 
half-wondering, half-ironic look at pro- 
gress (I think particularly of the Ameri- 
can-invented The Walking Iron-Man, 
who has a furnace in his stomach and 
sports a stove hat — literally, since the 
steam bellows forth from this and from 
his fake cigar, as in a Marx Brothers 
routine — while everyone admires its 
close resemblance to the original). 
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The English On Ice, tor example, |. 
shows the English indulging in winter 
races on ice, without any question of 
skates, as many as a 150,000 of them ata 
time, heedless of the ice's thickness, 
risking their lives with a “gay abandon" 
which, it seems, is typical of the strength 
and vigour of the "Western barba- 
rians." There is admiration here, as well 
as the suggestion — perhaps justified — 
that the English have a propensity for 
eccentricity (and thin ice). They are not | 
the only barbarians. All Westerners are - 
capable of weirdness and cruelty. 

European ladies are said to cut out 
the hearts of cats and roast them in 
order to ensure their distant husbands’ 
faithfulness. The so-called democratic 
Americans allow their citizens to abuse 
each other on racial grounds — the 
Chinese in particular. Americans use 
snakes as hosepipes. A local Shan; 
hainese makes quick money t 
exhibiting, with deliberate deception, 
what he claims to be the head of "an 
American Wildman." 

This mixture of fascination and re- 
pulsion (which does not extend to the 
absurd mimeticism of the Japanese, 
who in Seeking a Perfect Resemblance 
are shown, contemptuously, to have 
had a penchant for changing the shape 
of their eyes) excludes sexual prudery. 

The Pictorial is full of matter-of-fact 
references to street whores, cross-dress- 
ing, aphrodisiac shops selling /nvinci- 
ble Golden Spear Pills and coarse West- 
ern p But itis all very tongue- 
in-cheek. There is no moral judgment, 
of the sort one might expect from the 
largely self-generated myth of Chinese 
prudery. Indeed in one story of the Tor- 
toise Emerging From The Navel Of A 
Corpse to the accompaniment of sutras 
chanted by "attractive Buddhist nuns," 
the size and movements of the tortoi: 
head allow for some pungent commen 
on such prudery. 

The book is full of 
surprises. Most of all, it 
invites the reader to 
enter a world of super- 
stition, of mugwort and 
j| literate monkeys, natu- 
j| ral disasters and re- 
^| ported wonders, of 

ghouls and demons, a 
world of imagination 
untramelled by West- 
= erm assumptions of 
“2. -- | superiority. In his im- 

——-| troduction, the other- 
wise meticulous editor 
claims that this happens 
"despite the minor dis- 
tortions." I would go 
further and hazard that | 
the book's enchant- | 
ment is due to these 
very distortions. ads 

T — David Price | 
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Alaw suit sparks a South Korean campaign for corporate autonomy 


Filing for divorce 


JOONG-ANG DAH Y NEWS 


By Mark Clifford in Seoul 


resident Roh Tae Woo’s claim that 

he is ushering in a more democratic 
era in South Korea may be put to the 
test by a group that has traditionally 
been loath to publicly oppose the gov- 
ernment: business. 

The former chairman of what was 
once the country’s seventh-largest busi- 
ness group filed a lawsuit at the begin- 
ning of April to regain control of a com- 
pany that he says the government took 
away from him out of political spite. 
Meanwhile, the country's most power- 
ful business group, the Federation of 
Korean Industries (FKI) has said that it 
will launch a campaign for corporate au- 
tonomy, including independence for 
commercial banks and an end to forced 
corporate political donations. 

Both actions go to the heart of the 
close but often stormy marriage be- 
tween government and business that has 
produced an economy dominated by à 
few larger corporations which are heavi- 
ly dependent on the government for ac- 
cess to badly needed credit. 

Yang Chang Mo, the former chair- 
man of the ICC-Kukje group, filed suit 
on 2 April seeking the return of Won 6 
billion (US$8.1 million) in Kukje stock 
from the Hanil Synthetic Fibre Co. 
Yang said he was forced to sign over the 
stock for a fraction of its value in Feb- 
ruary 1985 because of government 
anger that he did not make larger dona- 
tions to two government organisations, 
Saemaul Undong and the Ilhae Founda- 
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tion, which were tied to 
former president Chun 
Doo Hwan and his 
brother. He also said || 
that his ties with the po- 
litical opposition contri- 
buted to the decision to 
dissolve his business 
group. 

Yang's lawsuit says | 
that he believes his 1984 | 
donation of only Won | 
300 million to Saemaul | 
Undong, at a time when | 
most large corporations | 
donated at least Won 1 | 
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billion annually, sparked 
official displeasure. Yang 
also says that his refusal 
to take part in a Won 30 
billion campaign drive for the Ilhae 
Foundation, which is named for Chun 
Doo Hwan's pen name and was closely 
associated with the former president, 
also turned officials against his company. 

Chun's younger brother, Chun 


Kyong Hwan, headed Saemaul Undong | 


from 1980 until 1987. Two days before 
Yang's lawsuit was filed, the younger 
Chun was arrested on a wide variety of 


corruption charges stemming from his | 
stewardship of Saemaul. Former Kukje | 


officials say the lawsuit was filed im- 
mediately following the younger Chun's 
arrest to take advantage of the investi- 
gations into corruption during the Chun 
administration. 





Yang: political decision. 
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The first sign of 
Kukje's financial dis- 
tress came in December 
1984 when Korea First 
Bank refused to honour 
| Kukje checks. The bank 
bounced the checks five 
days after Yang was late 
for a dinner hosted by 
Chun, "which may have 
caused the president to 
harden his attitude to- 
wards me,” the former 
chairman’s lawsuit say: 
^ Korea First’s actio 
sent a shudder through 
the financial commun- 
ity. Short-term finance 
companies, which pro- 
vided most of Kukje's 
mounting short-term debt, called in 
their debts and Kukje was forced to 
scramble for funding. The government 
refused a last-minute appeal for a loan 
and began dismembering the group less 
than two months later (REVIEW, 28 
Feb. '85). "Kukje was not dismem- 
bered legally." says a former Kukje offi- 
cial. “We believe it can and should be 
returned." 

While Korea First Bank officials 
have said that the decision was not poli- 


tical, most observers have scoffed at the. . 
explanation. The government appoints — 


eee 


vmi 


senior bank officials and major credit . 


allocation decisions have traditionally 
been cleared with government au- 
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De e ‘Seley -with Kukje Corp. as the S 
= the warning. | ] . Chun brother was prominei 
< The Bond spokesman poini ed out that something iden- . Korean member of a consortium 
ified by Kim as “T "Pan Qars ye? ipee chain did dpud even gs 


. Xist. “Swan? is is one of Bond’s best- 


thorities. “Korean banks cannot take 


eat indignation, a spokesman for the Bond 
is described allegations by South Korean oppo- 
.im Dae Jung that the corporation had super- 
tment in Australia of South Korean Govern- 
legedly embezzled by former president Chun 
rother, Chun Kyung Hwan, ; as “a pras of 


apoie man told the » REVIEW | that. the ac accusa- 5 


is more gine edt `= Seoul i 
bullshit." are 





Mort ing Herald, which did not heed : 





Another allegation said to have E made. -— ‘that C ( 
directly invested in Bond's Australian breweries - A 
possible under the company’ sstructure. > 
| Bond's only connections with South Korean in 
as an agent and importer for Hyundai motor vehi 
through recent negotiations to sell an airship for u 
Seoul Olympic Games, the spokesman added. 
The Chun family has had close and friendl 
with Australia in the past. Former president Chun 
in-law, Kim Sang Ku, was ambassador in €. 
early 1980s. Chun. Kyung Hwan: 
former capacity as head of Saen 
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that kind of decision [to dishonour 
checks of a major business group] by 
says the former Kukje of- | 


themselves," 
ficial. 


ompetitors that had contributed 

more generously to Saemaul ac- 
quired the Kukje group companies on 
favourable financial terms when Kukje 
was broken up, according to former 
Kukje officials. Yang's lawsuit says that 
he was told by the president ofthe Korea | 
| First Bank that the order to dissolve the 
Kukje group came from “above” and 
that people would be "hurt" if Yang 
opposed the liquidation. At the time it | 
was dissolved, Kukje ICC was the coun- 
try's seventh-largest business group, 

| annual turnover of Won 1.1 tril- 

and more than 38,000 employees. 


Former Kukje officials 
also point to preferential 
financing that they say 
Hanil Synthetic Fibre re- 
ceived after it took over 
Kukje as evidence of the 
political motivation of the 
group's dissolution. They 
say that Won 180 billion of 
Kukje's debt was written 
off by the Korea First Bank 
and another Won 180 bil- 
lion is being paid back as an 
interest-free 20-year loan. 
“Top bank officials have 
told us in private," that 
preferential treatment was 
given, says a former Kukje 
official, "and we have 
[written] proof of financial 
favours.” 

Kukje was dissolved less 
than two weeks after na- 
tional assembly elections 


LANI 


tam 


f were held on 12 Fins) 1985. Yang 
| Chung Mo was known as a supporter of 
| the opposition party, now the Reunifi- 
cation Democratic Party, and the oppo- 
| sition won an assembly seat in the Pusan 
| district where the group's huge shoe fac- 
| tory was located. 
| The dissolution of Kukje was widely 
regarded as a lesson to other businesses 
that might be tempted to support the 
opposition party or not support the 
| aan generously enough. “The 
| Kukje case is a typical example of gov- 
| ernment intervention [during the Chun 
administration],” 
| at the FKI. 
| The badly fractured opposition is 
| trying to seize on the issue to bolster its 
| support in the national assembly elec- 
tions on 26 April. Opposition leader 
Kim Young Sam, who is also from 


says a senior official 


Saemaul Undong head, Chun Kyong Hwan: corruption charges. 
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Pusan, backed Yang’s claims to have 


Kukje returned in a speech soon after | > 


the suit was filed. 


Kukje officials, however, deny that - 


their case is politically motivated. "We 
believe Kukje was brought down for po- 
litical reasons," says a former official. 
"But we don't want politicians involved. 
We just want to proceed with this as a 


legal case." The suit is scheduled to be 


heard in June. And while the current 
lawsuit only seeks the return of Kukje, 
Yang is also said by associates to be 
readying suits for the return of other 
major subsidiaries, including ICC Con- 
struction and Union Steel. 
Yang's lawsuit dovetails nicely with 
FKI's attempt to take advantage of the 
more liberal political climate to push for 
greater corporate autonomy. At the top 
of the FKT's wish list is independence 
for commercial banks, 
. which would dampen poli- 


location, and make repeats 
of Kukje’ s fate less likely. 
“It's very simple to kill or 
to revive business groups 
through control of credit,” 
says a senior official at the 
FKI, the country’s most 
powerful business-lobby 
group. 

Companies should 
stand or fall on merit, not 
political favour, says the 
official. “Business people 
want to see some real 
changes in economic pol- 
icy,” says the FKI official. 

“They want less interven- 
tion, and more privatisa- 
tion, especially of the com- 
mercial banks, and they 
want to be free from the in- 


tical influence on credit ab- 


















fluence of politics and bureaucracy. 
Even though the political environment 
is more liberal, government officials still 
want to control credit." 

Government intervention cuts both 
ways, of course, and businessmen who 
successfully curry favour with govern- 
ment can benefit. Although there is no 
evidence of improper political involve- 
ment, Daewoo is the most notable 
example of a business group that has 
fuelled most of its rapid growth by ac- 
quiring ailing companies rather than 
Starting new ones. 

But will the government take its 
hands off the credit tap? Senior govern- 
ment officials deny that they continue to 
interfere in commercial banks' credit 
decisions, but they do concede that fi- 


| nancial reform of the kind the FKI 


would like will be slow in coming. “This 
area has its own existing order and real- 
ity," says Finance Minister Sakong Il. 
"So many vested interests are involved. 
Therefore, sweeping revolutionary 
æ changes will be very 
§ disruptive and very 

difficult.” 

Roh’s govern- 
ment has, so far, 
been more cautious 
in its dealings with 
corporations than 
Chun's was. Puni- 
tive tax audits 
which, along with 
credit allocation, 
have been the most 
common tools of 
control, apparently 
| have not occurred. 
| But there are still 
limits to corpor- 
ate involvement 
in politics. “Even 
under the new gov- 
ernment, it is very difficult for business- 
es to give donations to the opposition,” 
says the FKI official. 

There is more at stake than simply 
politics. South Korea is witnessing the 
development of a more powerful busi- 
ness class. Big businesses are edging to- 
ward open opposition to government 

olicy when it conflicts with their self- 
interest. Notably, the FKI is opposing 
the government policy of encouraging 
small and medium-sized businesses 
through credit allocation and export 
subsidies. Active policy measures to 





_ | Roh: business pressure. 


. | promote smaller firms are not needed, 


say FKI officials. 

"The issues of the concentration of 
economic power should not be solved 
by blocking the growth of large com- 
panies," says the FKI official. "The 
[rn is the control of big companies 

y a few people, or by family control. 
We can solve this problem by decen- 
tralising management and spreading 
wealth through wider stock distribu- 
"tion. But this is a business decision, 
not an area for the government to 
solve." 
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SHIPPING 
Boxed in for space 


Developers bid high for new Hongkong container port 


By Michael Westlake in Hongkong 


he awarding of the right to develop 

and operate a new terminal at Hong- 
kong's Kwai Chung container port to 
Hongkong International Terminals 
(HIT) by the Hongkong Government on 
6 April for a massive HK$4.39 billion 
(US$562.8 million) has evoked mixed 
reactions in the shipping world. By the 
time the new Terminal 7 is fully opera- 
tional in 1991, it will give HIT 65% 
of the port’s container-handling capa- 
city. | 

It also leaves major rival Modern 
Terminals (MT) awaiting a recommen- 
dation to the government late this year 
by the recently commissioned Port and 
Airport Development Study (PADS) 
team on the placement and timing of de- 
velopment of terminals 8, 9 and 10. Only 
then can MT look to an easing of the 
pressure on its smaller, geographically 
trapped facilities. 

But MT and Sealand — the third, 
much smaller container-port operator at 
Kwai Chung — at least have the consola- 





AVIATION 


| 
| 
| 
| 
| 
| 
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tion that a potential fourth operator 
which had also placed a bid for Terminal 
7, China-based China Merchants Steam 
Navigation, wili not now be able to set up 
shop next door and start a rate war. 

The size of HIT's bid was roughly 
twice what industry observers had ex- 
pected, and reflects both competitive in- 
fluences and a very long-term view. 
HIT, a subsidiary of Hongkong tycoon 
Li Ka-shing's Hutchison Whampoa, had 
previously played down its own need for 
extra terminal space while trying to ob- 
tain Terminal 7 first by private treaty 
and then in partnership with MT. But 
the government, for the first tim 
opened up the deal to competitive bi.. 
ding, and subsequently HIT played up 
the advantages of Terminal 7 being next 
to its Terminal 6, now under construc- 
tion. 

MT, meanwhile, had consistently 
pointed to its own need for extra space: it 
operates the abutting Terminals 1 and 5, 
and next year takes over the next-door 


Trial barrage balloons 


A suggested trans-Tasman airline merger appears unlikely 


By John Stackhouse in Sydney 
fter five years in power, the Aus- 
tralian Labor Party (ALP) govern- 
ment of Prime Minister Bob Hawke 
turned to Sen, Gareth Evans to reform 
the sensitive communications and trans- 
port areas. 

Evans is a politician with a record of 
getting things done. But his careful 
plans to reform the airline industry have 
run into bitter political opposition. — 


. from his own side. 






The Transport and Communications 
super-portfolio which he holds rubs 
across almost every powerful interest 
group in Australia. Evans has to cope 
with the entrenched monopolies of tele- 
communications and the feather beds of 
their unions, the media empires of 


Hawke's “good mates" and the trans- 


port giants, not the least of which is the 
road-and-air conglomerate of TNT-An- 
setts Sir Peter Abeles, who has the 
status of “best mate." 

To most observers, dragging trans- 
port and communications into à new era 
of efficiency is vital if Australia is to 
prosper, given the distances between 
the country's population centres. 
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Airline reform is just one facet of this 
programme, but the most obvious to the 
public. Where Evans could falter is tl 
it has become a symbol to the leftwing va 
the ALP. In this light, a plan floated by 
the transport minister for the merger of 
all Australia and New Zealand's state- 
owned airlines seems a deft political 
ploy to divert opponents of a key part of 
the airline restructuring — privatisation. 

The government has announced the 
end of the domestic two-airlines policy 
from October 1990. This has brought on 
the realisation that its own carrier, Aus- 
tralian Airlines, needs restructuring to 
be able to compete. In particular, the 
airline must have the adequate capital 
base it was never given and this has be- 
come urgent with the need for fleet re- 
equipment so it can compete with the 
private-sector Ansett on what the gov- 
ernment is calling “a level playing field.” 

The other government airline, Qan- 
tas, is to retain its international 
monopoly as sole Australian flag car- 
rier. But last year, Qantas was looking 
at growth rates of 24% in the face of a 
tourism boom and in the immediate fu- 





Terminal 2 from HIT in a deal which was 
part of HIT being granted Terminal 6. 
Thus, MT is trapped in the northern sec- 
tion of Kwai Chung port with no adja- 
cent land available for expansion and no 
harbour in which to reclaim land, Sea- 
land operates Terminal 3 between its 
bigger rivals and HIT now has the south- 
ern and adjacent terminals 4, 6 and 7 — 
and depending on the PADS team, the 
harbour available for further reclama- 
tion. 

Government decisions on port expan- 
sion are controlled by a four-to-five-year 
compound growth trigger point, 
which early this year was raised to 
12% from 9% in view of the ap- 
proximately 25% growth in con- 
tainer traffic from 1985-87. But 
this apparently simple method of ' 
planning incremental growth runs 
up against the commercial reality 
that the two major operators (Sea- 

id is about 90% occupied with 

own ships), which together ac- 
count for about 80% of Kwai 
Chung's throughput, have grown 
unevenly. 

A further complication, one 
which must have weighed heavily 
with HIT, is that about 80% of all 
Hongkong's container traffic — 
which last year reached a 








e can expect annual growth of 1496. 
| It needs more aircraft. The airline has 
already advanced deliveries of ordered 
stretched Boeing 767-900s from a pro- 
jected two in the next financial year to 
six. It also has on order several ultra- 
long-range Boeing 747-400s. 
| The most recent five-year re-equip- 
ment programme was costed at A$4.5 
billion (US$3.3 billion), but a review 
just completed could see this figure rise 
cou A$8 billion, depending on the 
..ength of traffic projections. At the 
lower figure, the under-capitalised 
Qantas needs an injection of about 
A$600 million to finance its expansion: 
the higher figure would point to a need 
for ASI billion. 


Wit something like A$350 million 
also required for Australian Air- 
lines, if the government is to maintain 
its 100% equity in both carriers, it is fac- 
ing a heavy charge on the national 
budget, which Treasurer Paul Keating 
hopes to keep in surplus. 

Hawke and Evans (and possibly also 
Keating, who has been keeping quiet on 
this issue) believe the only way to fi- 
nance the airlines’ needs is by selling off 
all or part of them. But the ALP left- 
wing sees the airlines as jewels in the 
crumbling structure of government en- 
terprises, “Privatisation” is to go before 
. the ALP conference in June, but in 
. early March Evans plucked what looks 
. like a red herring from his policy hat: 


T 
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(Expansion plans for Hongkong's Kwai Chung container port) 


1.10 Terminals 
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| 
meant either the unlikely entry of new 
| 





worldwide No. 1 position at 3,457,182 
TEUs (20-ft equivalent units, a measure 
of cargo space) — is moved by six major 
carriers, each of which has a contract ar- 
rangement with either HIT or MT. The 
entry of a fourth operator would have 


carriers serving Hongkong or, far more 
probable, the lowering of rates and de- 
fections by existing carriers to the new 
operator, meaning losses for all. 
Shipping-industry sources, who 
naturally would have preferred lower 
rates, thus expressed resigned disap- 


pointment at what they fear may change | 
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Source: Modern Terminais Ltd. 


—— BEVIEWMAFP by Barny Lee 


from a marginally competitive duopols 
into an oligarchy in which HIT will bi 
under pressure to maximise revenue 
from its vastly increased capacity. They 
also feared that the government's incre. 
mental approach to capacity was i 
adequate, arguing for faster develop- 
ment and more operators. 3 

The carriers argue that Hongkon; 
unique system of port planning by p 
vate development is outdated. The ri 
need, they say, is for a coherent “mega- 
plan" for expansion that elsewhere 










Kwai Chung will have a capacity 
of 4.2 million TEUs by late 1991; 
government forecasts now predict 
a possible 12 million TEUs throug- 
put demand by 1993, ne 
Behind the calls for further ex- |. 
pansion and counter-arguments | . 
| about growing protectionism and |. 
] a possible US recession and thusa |. 
| fall in trade flows next year, the | 
addition of terminals 6 and 7 will | — 
put further pressure on Hong- | 
kong'salready-congested roads. — | — 
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why not merge all the national airlines 
of Australia and New Zealand? 

He touched a heart-string of the poli- 
tical left when he referred to the success 
of Scandinavia's multi-national SAS. 
There is a strong sentiment in the unions 
and much of the ALP for the way Scan- 
dinavians do things. With leftwing op- 
ponents diverted by the policy ploy, 
Evans has bought time to reassemble 
the formidable economic arguments he 
will need to achieve any sort of rational- 
ity in the airline sector. 

The merger plan now looks as 
though it has fallen into his office shred- 
der. First, Australian Airlines has been 
dropped from the plan (after a confi- 
dential Sunday meeting between Evans 
and Abeles). But Evans and New Zea- 
land State-owned Enterprises Minister 
Richard Prebble are now both saving 


that an Air New Zealand-Qantas 
merger is to be studied. 
The advantages are largely 


economies of scale. It would allegedly 
be the sixth-biggest international carrier 
and could buy aircraft and market from 
a position of strength and also develop a 
strong reservations system. 

The disadvantages are myriad: na- 
tional pride heads the list. And the track 
record of airline mergers is disastrous, 
from the collapse of Malaysia Singapore 
Airlines, the break-up of East African, 
the spin-in of the old Air Pacific, the 
long period of agony of British Airways 
as it attempted to combine BEA and 


E ————————————————————————————————— ——— — 


| of the National takeover by Pan Am. |: 


BOAC and, in the US, the haemorrhage : 7 








Even the Air New Zealand takeover 
of the former National Airways Corp., 
which ran domestic flights, served only 
to heighten management deficiencies in 
the joint carrier which contributed to 
the crash of an Air New Zealand flight 
into Mt Erebus in the Antarctic. And 
even SAS has had some real problems. 

Most of the economies of scale can 
be achieved without a merger. Neigh- 
bouring airlines can harmonise their 
purchases of equipment and their 
maintenance, as is done in Europe. Joint |. 
reservations systems are the orderofthe | 
day worldwide. And Air New Zealand 
has now yielded its prickly attitude to- - 
wards South Pacific inbound tourism ` 
marketing by opening talks with Qantas. — 

Air New Zealand is firmly flying ona — 
course towards a high degree of privati- - 
sation and it could well be that British 
Airways will emerge with 25% of the 
airline. This would make commercial |. 
sense as both carriers would benefit | 
from extended marketing coverage in 
areas where each is weak. 


> Colin James writes from Wellington: 
The proposal by Evans for a merger of 
Air New Zealand and Qantas added a | 
new factor to the debate on the future of ~ 
Air New Zealand especially when © 
Evans expanded the proposal to include 

Australian Airlines. "M 
In its budget last June, the New Zea- 








- Jand Government announced it would 


sell 25% of Air New Zealand as part of a 


its programme of debt reduction by sell- 
ing state-owned assets. That remains a 
key objective. 

But New Zealand Civil Aviation 
Minister Bill Jeffries enthusiastically 
canvassed the idea of a three-way trans- 
Tasman airline merger as opening up 
big possibilities. These include access to 
an Australian domestic market which 
he said was undersold because fares 
were high under the two-airlines policy. 

However, tourism interests attacked 
the proposal as submerging Air New 


Zealand. There was also criticism, from | 


soon-to-retire Air New Zealand chief 
executive Norman Geary and from 
within the ruling Labour Party, that 
New Zealand would be giving up a na- 
tional asset. 

On 10 April, after talks in Australia, 
Evans and Prebble killed the three-way 


merger. Evans said the shareholding | 


proved too complex to resolve and that 
the proposal now centres on a tie- 
up between Qantas and Air New Zea- 
land. 


n a statement after a meeting of the 

New Zealand cabinet on 11 April, 
Prebble reaffirmed the intention to sell 
25% of Air New Zealand. He focused on 
Australia’s unwillingness to accede to 
New Zealand’s desire for an Australa- 
sian open-skies policy. 

Rather than a full merger (which, 
however, he did not rule out), Prebble 
canvassed the possibility of some “some 
form of business alliance” between 
Qantas and Air New Zealand. Under 
this idea, operations not visible to the 
public, such as bookings, could be 
pooled under a common holding com- 


pany, with the two airlines retaining | 


their separate identities. 

Both Evans and Prebble said their 
governments would aim to reach a deci- 
sion quickly. Evans said that if there was 
to be a merger it would be in place by 
1990, a timetable Prebble did not dis- 
agree with, though he said it was “not 
possible to say how soon both govern- 
ments will have sufficient information 
to determine what option brings the 
most advantages.” There are complex 
legal, financial and international treaty 
considerations, including the Closer 
Economic - Relationship free-trade 
agreement between the two countries 


now in the process of its first five-year |- 


review. 

The 2596 sale of Air New Zealand 
will await the outcome of that review. 
British Airways, which on 4 April con- 


firmed its interest in taking up the hold- | 


ing, is the top candidate to acquire the 
shares. However, Singapore Airlines is 
also reported to be interested. No local 
bidder has yet appeared and the govern- 
ment's preference is for an equity part- 
ner rather than a public share float, as it 
did with 3096 in the Bank of New Zea- 
land and Petrocorp last year. 
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By Frances Williams in Geneva 


-eral Agreement on Tariffs and Trade, Gatt members agree 
-. sions establishing independent panels to examine the two dispu 
followed requests by Tokyo and Seoul for more time for bilateral cons 


.. other leading | 3 
. pressure to agree to panel investigations when the € 
regular council meeting on 4 May. Under Gatt procec 


ceased to invoke balance-of-paymenfs problems as a reasoi 


| said Samuels. The quotas. on iniports of fresh, frozen and chill c beef, amd on. | | 
J oranges and orange juice, violated Gatt rules forbidding qua 
curbs. The tenent Med ay can orange juic 


in lost ede. a moei h higher figure than has pre 


ready firmly rejected. 


. Japan again blocked establishment of a panel in May, tha Ley o 
. lead to further escalation of this lispute.’ 2 He did not elaborate o 
 tentions. V 





| “Japan fails to open up its beef market. Australia is the bigg 
- Cof beef to Japan with sales of 105,000 tonnes in 1986 wv 
 (US$318. 5 million), though it has recently been losing mark 


. for more bilateral consultations over its E 

bars all beef imports. However, Sang Ock- 
^ said his government would “examine in a po 
<: panel if by the May meeting consultation 
— * on maintaining strict restrictions on tapori of high c 
E almost inevitable. : ix 
















































Tokyo and Seoul win reprieves in trade c disputes 


J apan and South Korea have successfully fought o 1 
speedy international arbitration of its long-stan 
and citrus. But the victory seems likely to be short-livec 

Atarare extraordinary meeting on 8 April of the rulin 





But given the strong backing for Washington's position from Au: 
trading nations, Sout ill be und ke r 





h Korea and Japan wi 











up a disputes panel must be made by consensus, includ 

med in the complaint. | 

il council meeting was called by the US. Michae 

itt in Geneva, who to meeti ; that 1 the 

et Japan to lift por 
most recen attempt, he said, had been ust before a four-year ; ilat 

ment expired on 31 March. | ET 

All justification for these restrictions disappeared : 26 years ago W 









titative import e 


di Pridie again ist t imports- The ambas- . 
Se a ee d 


ton. | 
Yoshio Hatano, head of Japan’ S delegation, p jli 
strictions would lead to “extraordinarily difficult politi 
that Tokyo would be making every effort to resolve the 
days through offering a gradual increase. in quotas, : a solu 


In Washington, US Trade Representative. Clayton LE 





Australia also says it will seek establishment ofa panel atth 


lu 


‘To the disappointment of the US and / a , Sou 











DRIVE, DETERMINATION, VIGOUR 
- THE WINNING FORMULA - 





THE TRADITION. Commences. (RuGBy SCHOOL, ENGLAND 1823): In praise he is — 
remembered as a non-conformist. An innovator. Liberator. For despite the blatant illegality B 
of his move, when William Webb Ellis picked up the ball and ran with it, a new code of wee 
football was born. Rugger - the running game. Bes 
FURTHER INNOVATION: With Ellis as their inspiration, the 
_ game of Rugby took a new twist with the introduction of 





\ Seven-a-side Rugby. By cutting down the team personnel 
4 lY involved, the pace of the sport was. intensified. Seven-a-side — 
Rugby is considered by many to be the fastest, most attack- | | 
. Orientated football code in the international arena. | 
BALANCED PERFORMANCE: Individual attacking flair and | 
. unorthodox, impulsive play are important parts of seven-a-side | 
b es | mc . Rugby. Yet at its heart a successful team requies a nucleus of hard i | 
E COP: Clean Delivery = " working, stable, reliable performers. | ab | V 
| THE TEAM: Because of the | pace at which this form of the ‘ running game" is played, the | DE E E us 
seven team members must develop an innate understanding of team plays.. X "s fig: 5$ Planet Action. pl 
By repeating a drill and honing team skills, players may begin | G DUM E 
to anticipate an impending move and adjust their play accordingly. — == = 34 ——— --- 0 
It is this extra sense, intuitive ‘feel’, that can bring a team great rewards. But it mist be /— | 
deliberately sought and polished. As in all team endeavour, competence and confidence © | 









are two sides of one coin. 
The 'team' philosophy has been integral in the ascension of Westpac as Australia's 
world bank. | @ 
To talk trade and project finance, foreign exchange and interest rate s risk manage- 
ment, capital and money markets, contact Australia’s _ P x Re d 
largest and most experienced banking and finance group. 








Fig. 4: Points on the Board. 







Bahrain, Beijing, Chicago, Columbus, Frankfurt, Honiara, Hong Kong, Houston, Jakarta, Jersey, 
Kuala Ped: London, Los Angeles, New York, Port Moresby, San Francisco, Seoul, Singapore, Suva, Sydney, 
| E os Tarawa Bairiki, DU Vila, PE ! 

















Harbouring resentment 


: A Thai cargo-handling monopoly incurs wrath of shipowners 


By Paul Handley in Bangkok 


A on crane services in the 
Bangkok port of Klong Toey is se- 
verely exacerbating congestion and is 
preventing vessel operators meeting 
scheduled services. The use of ill-suited 
construction cranes by Bangkok Cran- 
age (BC), holder of the monopoly, to 
off and onload containers has also re- 
sulted in several dangerous accidents. 

More importantly, shipping agents 
and operators say the cost of delays is 
likely tọ result in a second increase in 
freight charges. Sources in the Bangkok 
Shipowners and Agents Association 
(BSAA) say they have discussed apply- 
ing a special “Bangkok congestion sur- 
charge,” amounting to US$75-100 for a 
20-ft container and twice that amount 
for a 40-ft container. Shippers started 
charging an extra US$64-96 a container 
when BC began operations on 25 Feb- 
ruary. They claimed they were passing 
on the crane operator's fees to cargo 
owners (REVIEW, 10 Mar.). 

The deepening rift between shippers 
and crane operators prompted the Port 
Authority of Thailand (PAT) to accuse 
the shipowners' association of sabotag- 
ing BC's operations. Association mem- 
bers denied the charge. (In interviews 
with the REVIEW members insisted on 
anonymity because they feared retalia- 
tion which would increase delays to 
their vessels.) 

BC, which is controlled by Chart 
Thai MP Tavich Klinprathum, was 
granted the monopoly until the end of 
1988 when new gantry cranes from 
Yugoslavia are expected to arrive. 
Under the agreement, the port author- 
ity specifically denied vessels the option 
of using onboard lifting equipment 
which in the past had been used for 
about 8076 of containerised cargo. The 
agreement also stipulates that 25% of 
BC's revenue is paid to PAT as roval- 
ties. 

The port authority answers to the 
Ministry of Communications, where the 
minister in charge is Chart Thai secret- 
ary-general, Banharn Silpa-archa. Ban- 
harn has close links with Prime Minis- 
ter Prem Tinsulanond, who approved 
the monopoly on Banharn's advice and 
against the recommendations of his 
closest economic planning advisers. 

According to one shipowner's repre- 
sentative: "The national economy 1s at 
stake — it’s a major disaster.” While the 
port has long been congested, BSAA 
members say delayed departures were 
rare in the past because their shipboard 
tes ee was built to move cargo 
quickly and safely. BC, on the other 
hand, took over several existing cranes 
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and imported six second-hand units, 
which were designed for construction 
work, to use at Klong Toey. 

According to records kept by the 
BSAA and presented to the port au- 
thority, only 10 out of 49 vessels left the 
port on time in the first four weeks of 
the monopoly's operation. The delays, 
which topped 25 hours in five cases. 
were mainly attributed to waiting for 
berths and to crane operating problems. 
In the two worst cases, ships operated 
by Regional Container Lines and by 
Mitsui OSK Line departed the port 
three and two days late, respective- 
ly. 


"i 


The situation deteriorated further in 





gines from J apan was dropped when the 
load shifted, a problem which purpose- 
built port cranes and shipboard equip- 
ment are designed to handle. In another 
accident, the crane itself collapsed al- 
legedly because of an overweight con- 
tainer. 

Attempts to reach a compromise 
which would cut delays and allow BC 
and its backers to save face have so 
far failed. On 31 March, Pongsak 
Wongsamut, director of the port au- 
thority, met several BSAA representa- 
tives informally at a YMCA coffee 
shop. One of those at the meeting said 
Pongsak rejected out of hand a BSAA 
proposal to guarantee PAT the equiva- 
lent of the 25% royalties on all contain- 
ers for the right to use shipboard cranes. 

Ironically, it was a proposal BSAA 
rejected before the monopoly was im- 
plemented. “Now it seems a cheap way 
out,” said one foreign shipper who ori- 
ginally opposed the idea. 

A second proposal that vessels t 


the last week of March, according to | their own cranes to move half the cargo 


BSAA members, when al- 
most 90% of vessels were 
delayed. Before the setting 
up of the monopoly delays 
never affected more than 
10% of vessels, said one as- 
sociation official. 

Shipowners also claim 
that slow loading and tight 
sailing schedules, especially 
for feeder services at ports 
like Singapore, have some- 
times forced them to leave 
containers behind. Klong 
Toey is affected by tides, so 
loaded vessels must depart 
during the high tide "win- 
dow” to make it over a sand 
bar at the river's mouth. 
Missing the window means 
i 10-12 hour wait for the 
next high tide. 

Loading efficiency, guaranteed by 
BC to be at least 12 boxes an hour, has 
averaged fewer than 10 boxes, says 
BSAA. Several operators said that the 
only time BC can average 12 boxes an 
hour is at night when port traffic is low. 
By comparison, ships with their own 
equipment can move 25 containers an 
hour at night. 


ssurances that vessels would be able 
to use shipboard cranes in the case 
of delays have not been met. Only a few 
ships have been given permission to do 
so. One, when it was discovered that 
BC's cranes could not reach the far side 
of the ship, had to use its own cranes to 
transfer the cargo to the wharf side of 
the vessel. They were then transferred 
to the shore by the monopoly’s cranes. 
The vessel had to pay in full for the ser- 
vices. 
Shipowners also point out that three 
accidents have occurred at the port — 
all apparently due to the inadequacy of 
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Bangkok port: costly delays. 
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and BC's equipment to move the otl 
half, paying BC its regular fees and pay- 
ing the PAT royalty for the other half, 
was also turned down. A final suggestion, 
in which the shipowners would pay the 
same 50:50 rates regardless of whether 
they moved half or all of their own 
cargo, was rejected at a later meeting. 
Shipowners were also expected to 
meet Banharn. The atmosphere be- 
tween the port authority and BSAA 
darkened when on 8 April Pongsak or- 
dered shipowners to pay cash for port 
services or face the possibility of being 
refused permission to berth. The de- 
mand for cash took effect on 20 April. 
Pongsak's order stems from Tavich's 
complaint that BC has not been paid yet 
for any of its services. BSAA officials 
say this is likely because the port author- 
ity is responsible for billing shipowners 
and was always at least one month. and 
sometimes three months, behind. "We 
have not got the first bill from the first 
ship vet," griped one operator. H 
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Figuring out the figures 


The Hongkong Bank’s ‘minimalist’ accounts make analysis difficult 


By Robert Cottrell in Hongkong 

C onnoisseurs of the Hongkong and 
Shanghai Banking Corp.’s (HSBC) 

annual reports maintain that the pages 

containing the financial statements 

might as well be left blank. Thanks to 














accounting privileges available under 


Hongkong law for local banks to make 
secret transfers of funds to and from 
off-balance-sheet reserves, the HSBC's 
“published” net profits are not its “true” 
net profits; its “published” net assets are 
not its "true" net assets; and nobody 
with a couple of hours and a pocket cal- 


earth. the type of analytically useful 
- ggets which the banks’ own account- 
‘$s might have spent a year burying. 

The prevailing minimalism makes it 
all the more striking when useful num- 
bers do spill out into the public domain 
— like HSBC's decision this year to 

ublish a £14 million (US$26.4 million) 
oss made by its London-based inter- 
national securities-broking subsidiary 
James Capel in 1987, after profits of 
£16.7 million in 1986. 

HSBC did not publish Capel's 1986 
result in its annual report for that year; 
the £16.7 million profit appears now for 
the first time as a prior-year comparison 
to the 1987 loss. While the intention be- 
hind this incremental disclosure may 
simply be one of corporate glasnost, the 
main effect in group terms has been to 
contrast Capel's performance with that 
of Wardley, HSBC's Hongkong-based 
investment-banking subsidiary, which 
sidestepped the crash and turned in rec- 
ord profits for 1987 of HK$430 million 


(07778$55.1 million). 
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Shorn of the delinquent property 
loans which eroded its capital four years 
ago, Wardley is once again operating 
from a position of strength. 

. Inthisyear's HSBC accounts — pub- 
lished in full on 7 April — as in some 
previous years, the biggest numbers can 
be the hardest to find. One of HSBC’s 
two huge strategic moves of 1987, the 
HK$6 billion buy-out of minorities in its 

ublicly listed US subsidiary Marine 

idland Bank (MMB), generated a 
HK$3 billion write-off of “goodwill” 
(the premium over net asset value paid 
for the shares). This write-off was not, 
however, run through the profit-and- 
loss account, but was taken directly to 
inner reserves. So too was HSBC's 
US$270 million (net of tax) share of the 
US$600 million provisions made by 
MMB against its less-developed country 
(LDC) debt during 1987, 

_ These debits outweighed the 
HK33.6 billion net profit published by 
HSBC for 1987, and probably more or 


i 






C REVIEW e 21 APRIL 1988 


culator at his disposal is going to un- 


| was worth HK$3 bil- 


less equalled the “true” profit — assum- 
ing that one-third of true profits are 
transferred to inner reserves. 

Willam Purves, HSBC's chairman 
since December 1986, confirmed in his 
preliminary announcement of 1987 pro- 
fits that inner reserves had decreased 
during the year — probably the first 
time in at least two decades that such an 
event had occurred, and the first time in 

pular memory that an HSBC chairman 

ad put the fact on public record. The 
reduction would presumably have been 
greater had the Hongkong dollar not 
been weak during the year, throwing up 
exchange rate gains. 

The inner reserves can absorb this 
sort of reversal comfortably enough, 
however. Citicorp Scrimgeour Vickers 
analyst John Mul- 
cahy estimates their 
value at a minimum. 
HK$20 billion. His 
figure is at the low 
end of the range, 
which he supports 
by noting that HSBC 
has only been de- 
claring published pro- 
fits in excess of HK$1 
billion since 1979. 

The jury is still 
out on the question 
of whether raising 
ownership of MMB 
from 52% to 100% 


lion of goodwill. 

Analysts will not 
now be very greatly 
assisted in reaching 
their verdict by 
Purves’ statement to 
shareholders, which includes HSBC’s 
Original argument that when it owned 
just 52% of MMB’s votes and earnings, 
it "already bore the financial risks 
and responsibility to the regulators 
associated with full ownership of 
Marine,” and that raising the stake 
to 100% had “the effect of balancing 
the risks and rewards.” 


To reasoning is inadequate mainly 
because it would imply that HSBC 
chose to buy into MMB at a premium in- 
stead of waiting to do so at a discount. 
For if HSBC really had feared that 
MMB might need to seek new capital in 
the future from a position of great weak- 
ness, it could have waited for that con- 
tingency to crystallise as its opportunity 
to inject new capital into MMB from a 
position of strength, and would not have 
paid a premium for existing shares. 


| Purves: public record. 


RUIN PA kr ntm IIIS HE P i PH AA TP HL MALIN at i Arr a i fe 



















A better explanation for: 
lies in Purves’ comment to sharehol 
that he is "confident that Marin 
strategy of concentrating on the nor 
east of the US will ensure that it onc 
again becomes a significant contributi 
to group profits." In terms of publishe 
profits, MMB should now rebound wit 
a vengeance. HSBC can take 100% o 
MMB 5 earnings for 1988 and beyon 
into its published profit, having pre 
ously banished the cost of acquisitio 
together with that of MMB's huge deb 
provisions into inner reserves in 1987. 

Two further reasons which might 
have been advanced for the move on 
MMB were that HSBC wanted absolute 
strategic control of MMB atatime when 
US interstate banking laws had started 


crumbling; and that the opportunity 











UY 
advancing into Europe via a 14,99 
stake in Britain's Midland Bank wass 
out of sight when the MMB bid wa 
launched in summer. ji 
But potentially the most fertile. 
paragraphs of the HSBC chairman's 
statement hint at a third supporting ar- 
gument, not just for the MMB deal, but. 
also for the £380 mil- 
lion Midland Bank . 
deal. Purves says | . 
that an increased | . 
emphasis now being | 
placed on capital | - 
adequacy by bank | 










































regulators around | 
the world should | 
help strengthen con- 
fidence in the bank- 
ing system, but ma 
also leave sharehold- 
ers in banks which 
have relatively low 
levels of LDC debt 
“paying a price for 
higher capital-asset 
ratios in terms of 
business opportun- 
ities forgone  be- 
cause of the con- 
straint on asset crea- 
tion.” BEEN 

A crude extension of this argument . 
might be, that if regulators are going to. 
assume a vulnerability to LDC debt and 
penalise balance-sheets accordingly, then. 
the handful of banks which were wise 
enough to avoid LDC debt in the first 
place might as well buy some in now. 

In the case of both MMB and Mid- 
land, HSBC is making a grab for valu- 
able domestic businesses of banks crip- 
pled by bad foreign debt. If, as Purves' 
words may be twisted to imply, there is 
regulatory logic behind taking on the 
LDC debt as well, then the Midland — 
deal has been tailored with such surgical | 
precision to HSBC's advantage, that, | 
had Midland chairman Sir Kit McMa- 
hon listened a little more closely o 
breakfast with Purves in Was 
last September, he might have 
not just the tinkling of coffee cup 
also the sharpening of scalpels. —.— 


NCIAL TIMES 











— 








ECONOMIES 





Red light, green light 


Despite fanfare and encouragement, Shanghai industry lags 


By Louise do Rosario 


Dr much fanfare two years ago 
about Shanghat’s imminent takeoff, 
this industrial giant of China has yet to 
stir. Old problems still plague the city, 
while new reforms have yet to make 
much of an impact. 

The metropolis faces falling budget 
revenues, declining industrial efficiency 
and general deterioration of its infra- 
structure. Meanwhile, the effect of re- 
forms such as the setting up of a new re- 
gional bank, the issuance of bonds and 
shares, and land sales have yet to be felt. 

This year, Shanghai ts to have a new 
mayor with a strong background in eco- 
nomic work, new budget concessions 
from the central government and in- 
creased autonomy to local production 
and trading companies. But 
these will not produce a mira- 
cle overnight. "Shanghai will 
need 20 years to pay off its old 
debts...but,in the meantime, 
new debts will accumulate," 


wrote the  Shanghai-based 

World Economic Herald." » 
Judging from the battering | ,, 

Shanghai has had in national 

newpapers, Peking is becom- 20 

ing impatient with the city’s | 

snail's pace. The message from |45 

the top is that Shanghai should | 

no longer blame its lacklustre |104% 


performance on long-standing | 
problems such as its heavy fis- | 5 
cal burden and its aged indus- | 
trial base. It must look more to 
itself. 

Since 1984, Shanghai's posi- 
tion on the national scoreboard 
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of industrial output has been declining. 
In 1987, its industrial output grew by 
6.8% , compared to 14.6% nationwide. 
Shanghai had the second-lowest annual 
average industrial growth — 6.396 — 
between 1984-87, better only than 
Tibet. 

Jiangsu overtook Shanghai as the na- 
tional leader in industrial output in mid- 
1985. Shanghai still maintains the No. 2 
position — an achievement due more to 
the presence of several giant national 


plants than to its overall competitive- | 


ness. Hardly a year now passes without 
Shanghai losing its traditional domi- 
nance in another field or product. 
Shanghars budget situation is a 
microcosm of its economic difficulties. 


SHANGHAI ON 


THE DECLINE 
(Gross industrial output; 
year on year change) 
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| Except for 1983-85 s Shanghai's revenue - 


| 
| 







has been declining steadily since 1980, 
reaching a new low point of Rmb 16.5 
billion (US$4.4 billion) last year, a drop 


| of 4.6% from 1986. 


Heavily dependent on factory taxes 


| for revenue, the city's dismal perform- 
| ance is a measure of its declining indus- 


trial sector. With reduced revenue, 
Shanghai has to continue squeezing fac- 
tories which are already short on funds 
for modernisation. With limited capital, 
the city is also restricted in pursuing 
reforms such as housing reform (which 
requires large subsidies to tenants) and 
banking reform (which needs expensive 
investment in technology). 


uch-needed billion-renminbi infra- 

structural projects, such as a subway 
and sewage treatment plants, were 
shelved many times because most of 
Shanghai's revenue was sent off to the 
capital. Meanwhile, current expendi- 
ture has been rising because the gover 
ment has to subsidise hundreds 
money-losing factories and the living 
standard of its 12 million 
people, discontented with 
price rises. 

The central government al- 
lowed the city to raise the ratio 
of retained revenue from 1076 
up to 24% in 1985. But falling 





^ Guangdong @ total revenues have meant 
e. JD Shanghai actually has less to 
e A À spend. Faced with a budget 

^^ ^ & g T . 
y? S E ¢ Jiangsu deficit itself, the central gov- 
Prod P 2077 Shandong M ernment also taxed Shanghai 
m e" -National indirectly. For example, in 


'87 


Source: Official Chinese sources. 
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1986, it forced the city to sell 
twice the amount of treasury 
bonds sold in 1984. Also, large 
local petrochemicals and steel 
plants directly under central 
ministries pay taxes to the cen- 
tral government and not to 
Shanghai. 
This year, Peking agreed 
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. of Shanghai's fixed assets 


lion a year between 1988-92 and the city 
will retain any excess income. While 
welcoming the new arrangement, local 
officials are not excited about it. "We 
need at least Rmb 3-4 billion to run the 
city, not to mention the extra cost re- 
quired for new investment," said Zhu 
Xingqing, deputy editor-in-chief of the 
World Economic Herald. Nonetheless, 
the concession will provide Shanghai 
with much-needed breathing space after 
decades of heavy squeezing by the cen- 
tral government, oc — — 

While Shanghai's. revenue difficulty 
may ease slightly, the decline of its in- 
dustries poses a greater challenge. Of 
the 7,000 enterprises in Shanghai, 1,700 
of the largerones are directly 
under the municipal govern- 
ment. Accounting for 9076 





{Amd billion) 
and employing 65% of the "iz: 
workforce, these factories 
2 Shanghais economic 
shine. 

Between 1952-80, this 
large state-owned sector 
grew by 13% a year, supply- 
ing China with a wide range 
of products. With reform 
unleashing new competi- 
tive forces, this sector 
now suffers from a shortage 
of raw materials, rising costs of produc- 
tion and reduced efficiency. Between 
1980-86, growth of Shanghai's state- 
run industrial sector dropped to 
3.87% a year — far behind the nation- 
al average 8.82% increase for state 
factories, and way behind the double- 
digit growth of neighbouring rural 
factories. 

Shanghai's problem is in many ways 
like that of some newly industrialised 
places such as Hongkong and Singa- 
pore: how to move from low-end pro- 
cessing to higher value-added industries 
. the face of stiff competitors offering 
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take from Shanghai only Rmb 10-11 bil- 


SHANGHAIS SHRINKING BUDGET 
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more abundant raw-material supplies 


and greater flexibility. Shanghai's prob- 
lem 1s also central to many socialist com- 
mand-style economies in that industrial 
growth depends on high inputs, com- 
mands and quotas, and not on increased 
productivity and market signals. 

In the past, the central government 
allocated Shanghai an abundant supply 
of raw materials. With reform, the sup- 
ply has been reduced to about 20% of 
the city’s needs. The rest must be ob- 
tained through other channels. Pro- 
vinces which used to feed Shanghai with 
scarce raw materials for processing are 
now using the resources locally for their 
industries or for export. 

A manufacturing centre now cut off 
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from its traditional supporting hinter- 
land because of reform, Shanghai has to 
import scarce items such as cotton, wool 
and oil for production. In 1987, sources 
say, Shanghai used up most of its for- 
eign-exchange reserves for imports, 
suggesting that raw-material imports 
will have to fall this year and that short- 
ages will worsen. 

Shanghai has also been worse af- 
fected by the rising cost of production 
than other cities. According to one esti- 
mate, Shanghai industries made Rmb 
6.445 billion less in profits in 1986 than 
in 1985 because of rising costs of fuel, 
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raw materials and other resources. 
Nominal wages of industrial workers, 
meanwhile, grew by 23.02% annually 
between 1983-86, double the growth 
rate of industrial output for the same 
| Factories have not been allowed to 
` raise their product prices to make ends 
meet. Aware of the knock-on effects 
| Shanghai as a large industrial city can 
produce, Peking imposes tight price 
ceilings on most Shanghai-made pro- 
ducts. One of Shanghai's "achieve- 
ments" in recent years, therefore, is its 
relatively low inflation when compared 
with other cities. 

Factories are asked to “digest” these 
additional costs internally through in- 
creased productivity and technical 
transformation — a task very difficult to 
achieve given Shanghai's obsolete 
machinery, limited capital and high an- 
nual production quotas. Without the 
money or autonomy to live up to this 
new challenge, Shanghai's industry 
further declines. For every Rmb 100 in 





fixed assets and capital, Shanghai's fac- 
tories produced about Rmb 3 less in 
profit and taxes in the first quarter of 
1987 than in the last quarter of 1986. 


V arious industrial reforms, such as the 
factory-manager responsibility sys- 
tem and greater retained profits, have 
not worked well in Shanghai because 
the traditional vertical command-style 
system is still very strong. The central 
and local industrial bureaux continue to 
influence factories more than market 
forces do. 

In 1987, Shanghai abolished scores 
of such bodies but many re-emerged in 
other forms and continued to meddle in 
production. “There’s the need to reduce 
the layers of administration governing 
an enterprise. We need a smaller gov- 
ernment, but bigger enterprises,” said 
Wang Daohan, former Shanghai mayor 
and currently adviser to the municipal 
government. 

Critics say Shanghai missed many 





Machine-tool factory: obsolete machinery and limited capital 


opportunities to restructure its industry 
in the early days of reform when infla- 
tion was low, competition was less in- 
tense, and when its fiscal situation was 
better. One source said that in 1985, 
neighbouring provinces asked Shanghai 
to farm out some low-end processing 
work to them. They were given a flat re- 
jection because business was still good 
for Shanghai and because of the city’s 
heavy tax obligations. 

Li Wuwei, associate professor at the 
Shanghai Academy of Social Sciences, 





pointed out that Shanghai’s productive | 


sector has remained unchanged for dec- 
ades. Four industries — textiles, met- 
als, machinery and petrochemicals — 
still dominate. 

Shanghai has been ultra-cautious in 


restructuring its industry because it has - 


more at stake as the country's biggest in- 
dustrial city. There is also little horizon- 
tal flow of capital, people and other re- 
sources — all of which are important if a 
factory wants to change product. 

With industry accounting for 97% of 
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the city's total output, Shanghai cannot 
expect fundamental changes until its 
factories become price-sensitive, eco- 
nomically rational entities. The fi- 
nancial sector, on which planners have 
placed high hopes, grew at an impres- 
sive annual 20.596 (in terms of its con- 
tribution to GDP) between 1980-86. 
However, the sector accounts for only 
a small fraction of the overall eco- 
nomy. New financial institutions such 
as the Bank of Communications and the 
inter-bank market are still in their in- 
fancy. And foreign investment, which 
city officials are trying harder to woo 
this year, cannot provide the power to 
change. 

Shanghai's problem is a deep struc- 
tural one shared by other old industrial 
bases such as the larger cities of the 


northeast. Even when Peking tries to- 


push Shanghai to the forefront of re- 
form, the brief stimulation this provides 
is quickly weakened by the overwhelm- 
ing inertia of more than four decades. D 
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the times 


Japan’s steelmakers 
start to diversify 


By Bob Johnstone in Tokyo 


HU of companies world-wide 
are racing to apply the transputer, a 
micro-processor chip whose revolution- 
ary design enables it to knock spots per- 
formance-wise off its rivals. In Europe 
and the US, most of these companies 
are tiny, Silicon-Valley-style start-ups. 
In Japan, two of the transputer's most 
enthusiastic supporters are giant steel 
companies. 

At the end of last year, Kobe Steel, 
one of Japan's “big five" steelmake: 
began selling transputer-based boar 
for plugging into personal computers. 
By the end of this year, Nippon Steel, 
the world's largest steelmaker, expects 
to be marketing similar boards. 

The combination of state-of-the-art 
and smoke-stack is not as unlikely as it 
might at first seem. For one thing, steel 
companies have the advantage of start- 
ing with a blank sheet of paper. Unlike 
computer makers, they do not have to 
worry about software compatibility with 
older models. 

For another, having designed, built 
and operated the world's most auto- 
mated steel plants, Japanese steelmak- 
ers are quick to apply computer techno- 
logy. Making use of that expertise is one 
of the most obvious ways for them to 
diversify out of the increasingly (last 
year's mini-boom notwithstanding) un- 
profitable steel business. 

Over the next seven years, Nippon 
Steel says it wants to reduce its deper 
ence on steel from 8096 down to 50 
(and double its sales in the process). By 
1995, it expects that electronics, infor- 
mation and communications systems 
will account for 2096 of its business. 

To this end, Nippon Steel is splash- 
ing out on a spate of new ventures. Last 
year, a new subsidiary, NSC Electron, 
began shipments of silicon wafers to the 
chipmakers of Kyushu, where the com- 
pany is based. This month, no fewer 
than four new Nippon Steel subsidiaries 
begin operations, mostly putting to- 
gether and marketing computer systems 
of various shapes and sizes, in conjunc- 
tion with (among others) Hitachi and 
IBM Japan. 

Kobe Steel says that it is already one 
of the most diversified corporations in 
Japan. In 1986, just 47% of its sales 
came from iron and steel, with machine- 
ry (29%), aluminium and copper pro- 
ducts (20%) and welding materials 
(496) making up the rest. 

A good example of Kobe Steel's suc- 
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cess in diversification is its dominance - 


of the market for ground aluminium 
blanks used in hard disk drives, of which 
it has 60-70% . From this base, the com- 
pany is sensibly moving to add value 
downstream, by acquiring technology 
for coating the blanks with thin films of 
magnetic medium, and for inspecting 
the films using lasers. 

Kobe Steel is also the world’s largest 
supplier of welding electrodes, as well 
as a maker of robots which wield them. 
According to Takeo Tanaka, a manager 
in charge of new-product planning at 
Kobe Steel, it was while evaluating can- 
didates for a robot controller five years 
ago that he and his colleagues first came 
across the transputer. 

The transputer was developed in the 
late 1970s by the British chipmaker, 
Inmos. Conventional microprocessors 
made by companies such as Intel and 
Motorola are basically stand-alone de- 
vices, intended to carry out a single in- 
struction at a time. The transputer, by 
contrast, was conceived as a 
building block for the construc- 
tion of parallel systems, which 
are — in theory at least — cap- 
able of doing an unlimited 
number of things simultane- 
ously. 

Flat out, a single chip can 
tear along at 10 million instruc- 
tions a second (MIPS), which is 
reckoned to be as much as 12 
times faster than other cur- 
rently available 32-bit micro- 
processors. Four transputers 
(as on Kobe Steel's board) can 
do 40 MIPS, eight (as on Nip- 
pon Steel's) 80 MIPS, and so 
on. 

The ability to work concur- 
rently and sequentially is very 
handy, since it resembles the 
way things happen in reallife — 
all at once, as well as one after 
another. On a robot arm, for 
example, it is desirable to be 
able to calculate the movements 
of the mechanical shoulder, elbow, 
wrist, hand and fingers simultaneously. 

In fact, the transputer turned out to 
be too expensive (each chip costs more 
than twice as much as a 32-bit micropro- 
cessor) as a controller for Kobe Steel’s 
robots. This job could be done using 
conventional technology. 


|" their search for promising niche 
markets into which to diversify, how- 
ever, engineers at the company's micro- 
electronics development centre soon 
found another job for the British chip — 
as a replacement for human eyes on the 
production line. Here, the transputer's 
ability to process images in parallel puts 
it in a class by itself. 

Hooked up to three cameras and 
plugged into a personal computer, 
Kobe Steel's transputer board is capa- 
ble of performing highly detailed visual 
inspections. For example, it can check 


whether holes drilled in printed circuit 
boards go all the way through. 

Researchers at Nippon Steel also 
think that image processing is a promis- 
ing application for the transputer. “Vis- 
ual inspection is a big ibottle] neck point 
in factory automation," says Hidenobu 
Arita, a senior researcher at Nippon 
Steel's electronics- and control-systems 
laboratories. "If we can solve the prob- 
lem [using transputers], then that would 
be a great leap forward." 

In steel plants, inspecting the surface 
of iron and steel products for defects is 
extremely important. Arita reckons 
that Nippon Steel's transputer board, 
which is scheduled to be ready by the 
end of 1988, could ultimately enable 
his company to replace thousands of 
human inspectors at its plants. That 
would be a significant contribution to 
Nippon Steel's efforts to cut its work- 
force from 65,000 to 45,000. 

Nippon Steel seems primarily in- 
terested in in-house needs. Although 





researchers are enthusiastic about the 
transputer's capabilities, they wonder 
whether the company's salesforce has 
enough technological knowledge in 
electronies to market the transputer- 
based systems they are developing. 

Kobe Steel, by contrast, is concen- 
trating on outside sales. Tanaka says 
that the company has already sold 
boards to electronics firms such as Mat- 
sushita and Sanyo, and to university and 
government laboratories. 

Now, Kobe Steel wants to go after 
other, more professional parts of 
Japan's image-processing market (such 
as computer graphics), which are worth 
an estimated ¥30 billion (US$239.4 
million) a year. The company's re- 
searchers are preparing a variety of 
boards for these applications, and may 
eventually incorporate them into an en- 
gineering work station for high-speed 
scientific calculations. Nippon Steel is 


also working on a prototype-work sta- 









tion, which it hopes to have ready by 
next year. 

A further application that both com- 
panies are looking at is "real-time" pro- 
cess automation. The trick here is to be 
able to take in data off the production 
line, run some calculations on it, then 
generate a result fast enough for it to be 
of immediate use. An example of such 
automation might be analysing the 
stresses in rollers used to shape steel 
bars, then adjusting the position of the 
rollers based on the result of analysis. 


Eo some high-speed calculations, 
the conventional (“supermini”) com- 
puters used in process control cannot 
add up numbers quickly enough, and 
thus have to rely on standard models 
rather than real-time input. Adding a 
transputer-based “accelerator” board 
would be one way to solve this problem. 
_ Further into the future, Nippon Stee 

(along with Japanese computer co 
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Kobe Steel worker adjusts a robot welder. 


panies such as NEC) is hoping to apply 
the transputer to build "neural net- 
works." Currently very much in fashion 
in computer research, such networks 
are intended to process like the human 
brain. Nippon Steel says it has a 
software neural-network simulator 
which is 80-90% complete. 

For its next niche, Kobe Steel has 
something more realistic (though 
nonetheless surprising) in mind — elec- 
tronic publishing. The company plans to 
integrate its laser-scanning and image- 
processing know-how to develop a new 
type of printing system. | 

The system will be aimed at com- 
panies wishing to produce their own 
brochures and in-house literature them- 
selves. The target is the middle ground 
between desk-top publishers and pro- 
fessional printers. Transputers will be 
used to speed up the handling of the 
image signals. HI 
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Asia 1988 Yearbook is the result of thousands of man- — 


country chapter has a Databox giving esser 

statistics. And there is also a statistical round 
piled against a master questionnaire provided by Year- 
book experts. kee o 
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Hereditary defects 


| By Jose Galang in Manila 
| M uch of the Philippines' manufactur- 


ing industry is hobbled by a struc- 
ture which leaves the country danger- 
ously dependent on imported raw mate- 


rials and foreign markets, according to 
the World Bank. This situation prevails 


despite basic industrial-policy reforms 
instituted by the Aquino government in 


|. the past two years. 


But, having survived the economic 
stagnation of the mid-1980s, the man- 
ufacturing sector appears to be in better 
shape to make the changes needed to 
become more competitive. 

Past governments adopted policies 
aimed at "forced" industrialisation. 
These resulted in an industrial structure 
that proved vulnerable to sharp changes 
at home and abroad, such as the oil- 

rice shocks of the 1970s and the ba- 
ance-of-payments and debt crises in the 
early 1980s. 

Recent reforms have been aimed at 
making growth in the sector more or- 
ganic and self-sustaining. The reforms 
are timely in view of the increasing in- 
terest shown by local and foreign invest- 
ors in setting up manufacturing enter- 
prises in the Philippines. In the past, in- 
vestments in manufacturing were 
largely aimed at the domestic market. 
Investors were attracted to a large ex- 
tent by the guarantee of protection 
against imports rather than by the 
chance of gaining competitive advan- 
tage in world markets. 

The World Bank study underlines 
the need for the manufacturing sector to 
be “much more self-reliant and com- 
petitive.” Much of the policy reform 
needed for this transformation has al- 
ready been put in place by the current 
administration, the bank suggests. But 
some reforms need to be consolidated. 

Philippine industrialisation has been 
characterised by two periods of dynamic 
growth: the export-led phase (in the 
early 1900s) when export mainstays, 
such as sugar and coconuts, were estab- 
lished; and the import-substitution era 
(during the mid-1900s) that pro- 
moted predominantly consumer-goods 
industry with the aid of stringent import 
controls. Industry grew under a protec- 
tive umbrella during both periods. 

The policy environment during these 
periods — including trade controls, ex- 
change controls, and tax incentives — 
contributed little to increasing produc- 
tivity, though it helped cheapen capital. 
The policies also made industry depen- 
dent on the country’s main market, the 
US, and on government for entre- 
preneurship and capital. In the late- 


1970s, attempts at reversing these pat- 


` Manila is burdened with past industrial planning errors 


terns tended to muddle the situation. 
Muddle paved the way for the disloca- 
tions during the period of weak domes- 
tic demand and low export prices in the 
early 1980s. 

Today, several programmes are try- 
ing to bolster manufacturing industry: 

» There has been substantial progress 
in import liberalisation aimed at boost- 
ing the efficiency of local producers. 
» Exports of manufactures are being 
romoted to lead the economic advance 
in the next five years. These may en- 
counter difficulties in the face of restric- 
tive global markets. 
» Investment incentives, in the form 
of tax breaks, are being scaled back. 
» Monetary authorities are trying to 
balance the need to lessen the bur- 
den of subsidised loans against in- 
dustrial enterprises’ capabilities to 
make profits. 

But more determined efforts are 
needed to solve a fundamental 
problem that bugs most of Philip- 
pine industry: the lack of backward 
linkages. This has caused domina- 
tion by foreign capital and know- 
how in many local industries. This 
has also hampered export capabili- 
ties of some producers, who de- 
pend on foreign raw materials. 

The country's leading export in- 
dustries, garments and semicon- 
ductors, are among those affected 
by this lack of backward linkages. 
Semiconductor producers have 
been largely assemblers of foreign- 
sourced components, with the local 
value-added remaining low. The gar- 





Textile workers: 


ments sector is characterised by a heavy - 


articipation of foreign capital plus a 
ack of horizontal integration. 


To makers have been hamstrung 
by the poor quality of their output, 
reflecting out-of-date equipment and 
inadequate manpower training. This, 
in turn, has prevented the formation of 
firm links with garment producers. In 
1982, the World Bank funded a modern- 
isation programme for the textiles sec- 
tor, but this was overtaken by the finan- 
cial crisis of 1983-85. Although the pro- 
gramme never got off the ground, im- 
p in manpower skills have 

een noted, but much of the industry's 
plant remains old. 

Recent rules adopted by the govern- 
ment may help facilitate backward link- 
ages in the two key export sectors. For 
instance, local content was made a fact- 
or in 1987 in the allocation of garment- 
export quotas, and new textile mills are 
now in full production. 






in 
study, “reflect th id exte 
problems facing the Philippine econ- 
omy. The prolonged decline in real 
wage rates has led to a substantial fall in 
domestic demand for clothing. On the 
other hand, slower growth of export 
markets, low productivity, increased 
competition from other sources, the in- 
ability to bargain effectively for in- 
creased quotas and inadequate fulfil- 
ment of quotas, and the foreign-ex- 
change crisis of 1983 have limited the 
growth of exports during the decade.” 

The combined expansion of domes- 
tic and export markets is prescribed by 
the World Bank for the garments-tex- 
tiles sector. The report noted that the 
Philippines continued to hold a cost 
advantage over the major garment- 
exporting countries, which could be 
capitalised upon. E 

On the role of government incen- 
tives, the World Bank study noted as 
“important turning point" the rece 
shift in the incentives bias away from 
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mprovements in skills. 


capital-intensive, domestic-oriented p 
jects. This may help offset the anu- 
export bias of other policies, the stud 
said. But there remains a need to lool 
for new instruments (export credit and 
duty exemption, for instance) in addi- 
tion to investment incentives to com- 
pensate for market failures and external 
disadvantages, the study said. E 

The bank also saw as urgent the need 
to strengthen the coordination of indus- 
trial policy, possibly with the Board of 
Investments as a central agency for busi- 
ness-government liaison and policy 
coordination. Many of these policies are 
in place and closer coordination will 
boost industrial growth, according to 
the report. 

The World Bank also pointed to the 
need to increase local technological 
capability in the pursuit of industrial de- 
velopment. The bank called for a prior- 
ity in "increasing production capability 
to make better use of technology al- 
ready available" rather than developing 
new technical processes. - | 
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the international 
marketplace" 


Mia. ltn. 


Chairman of the Board 
Conrad International Hotels 





For more than fifty years we have striven to maintain our reputation for 
providing superior service and facilities. We have obtained an enviable image 
. ¢ committing ourselves to excellence. If you share this commitment, and if 

U now own an existing property or wish to build a hotel of superior quality 
anywhere in the world, vou mav wish to investigate the opportunity to associ- 
ate with Conrad International Hotels, a division of Hilton Hotels USA. 


Conrad International Hotels is bringing to the international marketplace all the 
imaginative and innovative marketing and operational programs for which Hilton 
is well known. A team of experts and specialists of every level of management 
is available to assist in architectural and interior planning, purchasing, training, 
all phases of operations, food preparation and service, as well as marketing, 
advertising and promotion. Expertise of this caliber Is gained only through manv 
years of profitable experience. 

If you wish a bright future in the 

worldwide marketplace, consider a 

Conrad International Hotel by con- 

tacting Mr. Eric Hilton, Executive 

Vice President-Development, at the 


company's world headquarters. 


A Subsidiary of Hilton Hotels USA 
WORLD HEADQUARTERS: BOX A. 9336 CIVIC CENTER DRIVE, BEVERLY HILI 5, CALIFORNIA 90210 (213) 278-4321 


Queensland, Australia/St. Martin, French West Indies/Monte € arlo, Monaco/London, England/Hong Kong/Dublin, Ireland/Istanbul, Turkey/Cancun. Mexico 








17th Floor, Bond Centre, West Tower 
89 Queensway, Central, Hong Kong 
Telephone: 5-868 2123 
Telex: 67774 hypohx, Telefax: 5-845 3503 







General Manager: Mr. Edgar Heider 








Bayerische Hypotheken-und Wechsei-Bank 
Aktiengesailschaft : 





Better Quality Yarn From Jiangxi 


Now under “Scenery” and “Silver Arrows” brands 


Jiangxi cotton yarn,formerly exported under the “Blue Phoenix” trademark, is now 
replaced by “Scenery” and “Silver Arrow” brands with better quality than before. The 
raw cotton is finely distributed with features of even strands, few fuzzy fibres and high 
single strand strength. 

Our cotton yarn is exported in specifications of 6*-42°, carded, combed. in hanks, on 
cones and ply yarns. They are cleaned by electronic yarn cleaners and are of stable and 
reliable quality. 

Tens of thousands of bales of cotton, polyester/cotton, ramie, flax/cotton blend yarns 
are exported annually. Now spun rayon, viscose cotton. acrylic cotton blend yarns are also 
exported. Samples are available at your request. Telex us for more details. 


CHINA NATIONAL TEXTILES IMPORT & EXPORT CORPORATIO} 
JIANGXI BRANCH 

Foreign Trade Building, Nanchang, Jiangxi, China. 

Telex: 95045 CTJXB CN. Cable: "CHINATEX" NANCHANG. 

TEL: 67671, 54845, 67064. 





CHINA NATIONAL. NATIVE PRODUCE & ANIMAL. 
BY-PRODUCTS IMP. & EXP. CORP. 
JIANGXI BRANCH, GUANGZHOU OFFICE 


"BI E ERE RE SÉ HH D 2 8] 
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BIN rh ST RS SEX BALES 


65 North Industry Rd., Guangzhou, China 
TEL: 420237, CABLE: |868 GUANGZHOU, TELEX: 44446 KFEP CN 








. CHINA NATIONAL. CEREALS, OILS & 
Enjoy the Natural Flavour of FOODSTUFFS IMP / EXP. CORP. JIANGXI BRANCH 


“EVER G REEN" FP ER HE E iE EH DI 281: P8 78] 


In addition, these bamboo products contain 
SSSR, m various vitamins and sugars essential to main- 
Canned Vegetables tain normal metabolism. 

Canned water chestnuts are also available and 
are packed whole or sliced. 

"Evergreen" canned vegetables can be cook- 
ed separately or with meat or seafood.Regular con- 
sumption enhances bodily strength and promot- 
es digestion. 

"Evergreen" products are handed by the 
Jiangxi Branch of China National Cereals, Oils & 
Foodstuffs I/E Corporation. 


"Evergreen" products are processed from choice 
vegetables and are available in some 20 varieties 
ncluding pickled leeks, water bamboo shoots and 
water chestnuts. 

Processed with advanced technology, our 
"Evergreen" canned vegetables retain the natural 
lavour and nourishing ingredients of fresh 
'egetables. Our canned pickled leeks, for exam- 
‘le, are well proportioned, and tasty and pure in M 
avour. Canned water bamboo shoots,water winter ^. 
'amboo shoots and slender bamboo shoots are 
rocessed from fresh shoots that are sweet, thick 
ind finely textured. 


Add: Foreign Trade Building Nanchang Jiangxi China 
Telex: 95046 JXCOF CN 

Cable: CEROILFOOD NANCHANG 

Tel: 63463 223415 225210 224256 
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West Germany: 
business goes international 


While production abroad 
is second only to external 
trade as a factor in West Ger- 
many's global economic role, 
the country's companies got 
off to a rather slow start in 
this respect after World War 
IL Up to 1974, direct invest- 


| ments by foreign firms in 


|. the Federal Republic far out- 
| weighed those by German 
. firms abroad, with US com- 
panies in particular regarding 
West Germany as their door 
to the European Community. 

Since then, things have 
changed. Above all, a series of 
spectacular US corporate take- 
overs by German firms have 
underlined the fact that the 
West Germans are now mak- 
ing up for lost time here. The 
dollar's slide, while not the 
root cause, has fostered this 
trend. 

In the'60s, the first wave of 
West German direct invest- 
ment focused on the newly 
industrialised countries of 
Central and South America, 
and to a lesser extent Asia. 
Now attention has shifted to 
the industrial nations, as Ger- 
man firms seek a presence in 
their key markets. Being close 
to their customers enables 
firms to respond quickly to 
changes in demand. They also 
do not have to fear either 
protectionist trade barriers or 
major exchange-rate losses. 

Of course, manufacturing 
abroad takes production out 
of West Germany, yet some of 
the adverse effects are offset 
by the continuing demand for 
components produced there. 
In any case, the leading Ger- 
man companies are unable 


to do without their foreign 
production facilities, as the 
market in the Federal Repub- 
lic is too small. But quite 
apart from this, West German 
industry benefits from the 
inflow of technology and 
know-how from abroad. 

The pioneers as regards for- 
eign production were West 
Germany’s chemical firms; 
they were later followed by 
the motor vehicle and electri- 
cal industries. By contrast, 


branches abroad to provide 
support for their domestic 
corporate customers who had 
already set up shop there. In 
the meantime, though, the 
emphasis has switched to 
exploiting the various busi- 
ness opportunities which are 
emerging in the host countries 
as the financial markets are 
deregulated worldwide. 

The largest German chemi- 
cal, electrical and motor ve- 
hicle concerns generate about 





West Germany’s direct foreign investments 


Total: DM147.8bn (end-1985) 
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mechanical engineering, in 
which smaller businesses 
predominate, prefers to 
supply its foreign customers 
from manufacturing bases 
within the Federal Republic. 

Since the '70s, service-sec- 
tor enterprises have also 
stepped up their foreign in- 
vestments. Backed up by their 
efficient purchasing and dis- 
tribution systems, major Ger- 
man chain stores and mail-or- 
der houses have bought into 
US retailers. West German 


banks initially established - 


two-thirds of their overall 
group sales through a combi- 
nation of exports and goods 
manufactured abroad. The 
foreign operations of the 
major German banks account 
for over two-fifths of there- 


spective group turnover. 









By steadily promoting pro- 
duction abroad, a whole series 
of West German firms have 
developed into truly multi- 
national companies in recent 
years. Now they have to 
revise their existing manage- 
ment, planning and financing 
methods accordingly. What 
were once thoroughly Ger- 
man enterprises, with several 
more or less tightly controlled 
foreign subsidiaries, have 
evolved into international 
production networks whose 
members canassume responsi- 
bilities within the corporate 
group that are not restrictedto | 
one particular region. 


Differentiated strategy 


Whereas US companies 
mostly opt for a global mar- 
keting approach, which is 
well-suited to the worldwide 
promotion of standardised 
products, their West German 
competitors prefer a differen- 
tiated strategy, reflecting their 
view that “all business is lo- 
cal.” Their marketing system 
consists of basic components 
which can be modified by 
adding elements—like building 
blocks-that are appropriate 
to the specific characteristics 
of individual countries and 
products. 

Although they still lag far 
behind their American and 
British counterparts, German 
companies since the '70s have 
certainly begun to close the 
gap between themselves and 
their foreign rivals by going 
international. Nonetheless, 
West Germany as the world's 
leading exporter would be 
well advised to continue ex- 
panding its direct foreign 
investments. 


COMMERZBANK W 
German knowhow in global finance 


VIEWPOINT is presented as a regular service to the international 
business and financial community by the Economics Department 
of Commerzbank, P.O. Box 100505, D-6000 Frankfurt/Main 1. 


Commerzbank in East Asia: Hong Kong Branch, Phone 5-8429666 - Tokyo Branch, Phone 5024371-75 - Osaka Office, Phone 2021235/6 - Commerz Securities (Japan) 
Co. Ltd., Tokyo Branch, Phone 5922200 - Commerzbank (South East Asia)Ltd., Singapore, Phone 2234855 - Beijing Representative Office, Phone 5004959 - Jakarta 


Representative Office, Phone 710231/34 - 
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nouncements by the 
te investment trust 
an Nasional Bhd (PNB), have 
jolted the Kuala Lumpur market out of 
its current preoccupation with squalid 
little deals and political infighting. The 
first came on 29 March with the pur- 
chase agreement by Sime Darby of a 
7.276 stake in the British company Har- 
risons and Crosfield (H&C) from PNB. 
The second came on 6 April with the 
news that PNB was considering the sale 
of its 62.7% stake in London-listed 
Guthrie Corp. 

Both proposed deals tie in neatly 
with PNB's previously stated policy of 
. selling off foreign assets that have no re- 
. levance to its Malaysian activities. But 
^... h London and Kuala Lumpur have 
. --.Jsed to read them that way. Doing 
. the rounds at the moment are two dif- 

ferent interpretations — the dilution 
theory and the plantations theory — 
with a number of sub-plots in between. 

The dilution theory is based on the 
idea that Malaysia is getting jittery 
about the 8.476 stake that the Kuwait 
Investment Office (KIO) has built up in 
Sime since 1986. In payment for the 9.9 
million £1 shares (US$1.88) in H&C, 
Sime is issuing PNB with 109.2 million 
new 50 M cents (19 US cents) shares 
(subject to the usual approvals), at the 

ratio of 11 Sime to one H&C. This 
will have the effect of giving PNB a di- 
rect stake in the plantations, property 
and manufacturing conglomerate of 
10.576, while KIO's holding will be di- 
luted by all of 0.9 of a percentage point. 

However, it seems that if PNB is 
gunning for KIO, then it has also shot it- 
self in both feet. The enlargement of the 

€ capital will also dilute the stake of 

—— Dumiputra-reserved unit trust ASM, 
which is administered by PNB, from 
6.9% to 6.2%, and the 15.3% stake of 
Malaysia Mining Corp. (MMC), which 
is also controlled by PNB, to 13.7%. 

- What makes the KIO-bashing theory 
even more unlikely is the fact that the 
whole deal seems to have been tailored 
neatly to give PNB and its satellites a 
stake of just over 30% — which brings 
Sime in line with New Economic Policy 
(NEP) requirements for bumiputra 
shareholdings. 

e THE plantations theory is only 
slightly more plausible. This scenario 
involves PNB selling Sime its 26.896 
stake in Harrisons Malaysia Planta- 
tions Bhd (HMPB) in return for 
more Sime shares to add to its new 
10.5% stake. At current prices, 
PNB's stake in HMPB would be worth 
M$563.1 million, for which — again, 
at current prices — Sime would have 
to issue 177.9 million new shares. 
This would bring PNB's stake in the en- 
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else's money — let us get back to reality. 
Neither PNB nor Sime Darby have . 
commented on these stories and both 
giants seem ready to sit back and wat 
the broking analysts churn out reams: 
paper on the effects of such deals on f 
ture earnings. Privately, however, an 
informed source tells Shroff that “they — 
are putting two and two together and . 
coming up with a different spec." | 
Notwithstanding its lofty disdain, 
Sime has not been able to resist mu ddy- 
ing the waters further, however, by 
suggesting through judicious leaks tha 
it is just as likely to make a bid f 
rol of H&C itself as HMPB. This 
give it control of plantations in S 
and Papua New Guinea, as we 
H&C's interests in chemicals, tr 
and foodstuffs. Or alternatively, S: 
could make a bid for H&C's plantation - 
interests alone. Ex 
Adding to the confusion is the ap- 
pointment early this month of the chair- | 
THE NEW STRAITS TIMES Man Of PNB, Tun Ismail 3E m 
Ali, to the non-executive | 
| chairmanship of Sime 
Darby. Tun Ismail has 
been on the board since | 
.1980, when he retired as | 
| governor of the central | 
bank, Bank Negara (BN), 
but the decision to pick 


larged share capital to just under 2496. 

The main attraction of this deal to 
Sime, so the theory goes, is that it would 
then be able to turn to H&C and swap 
its newly acquired 7.2% H&C stake, 
plus cash or shares, for H&C's 3096 
stake in HMPB. This would, of course, 
give Sime a 57% controlling interest in 
HMPB, which it would then amalga- 
mate with its existing Consolidated 
Plantations and give it an enormous 
plantations hectarage of more than 
190,000. 

Even if Sime had to issue more of its 
own shares to H&C to cover the out- 
standing cost of H&C's 30% HMPB 
stake (around M$340 million over and 
above the current value of Sime's H&C 
shares), this would only have the effect 
of diluting PNB's putative 24% holding 
in Sime to about 21.5% — still enough 
for equity accounting. 

€ "BUT where does PNB’s sale of 
Guthrie fit into all this," Shroff hears 
you ask. It wants to 
buy MMC's now-diluted 
stake of 13.7% in Sime. 
The M$624 million that 
PNB can hope to raise 





sale in London will more 
than cover the M$448 
million it needs to buy 


MMC's Sime shares. him to succeed the late 
And why should PNB Tun Tan Siew Sin has 
want MMC's shares? been taken as an indica- 


tion that PNB and Sime 
B | will now be run in tandem. 
| It would be very con- 
venient for us would-be 
pundits if this turned out to 
be true but such a suppo- 
sition ignores two things. 
First, Tun Ismail was unable to de- 
liver PNB's 58.3% plantation sub- | 
sidiary, Guthrie Ropel, when Sime |: 
made a M$3.32 all-share offer for it in - 
September last year. The accepted ver- | 
sion of events is that Ropel's chairman, 
Tan Sri Mohammed Rashdan, managed. 
to enlist the support of two powerful 
men to oppose the takeover: Bank ` 
Bumiputra executive chairman Tan Sri | 
Basir Ismail and BN governor Tan Sri | 
Jaffar Hussein. The withdrawal of the | 
bid was taken as a sign that the Tun's 
once-iron grip on PNB had weakened. | 
Secondly, Tun Ismail is expected to | 
retire from the chairmanship of PNB | 
some time this year. The smart moneyis | 
on Tan Sri Basir to succeed him. This. 
would please the KIO if no one else: 
Basir is also chairman of Cycle and Car- 
riage Bintang and United Plantations, 
two of the Malaysian companies in | 
which the KIO maintains significant | 
stakes. It would also rule out any close | 
cooperation between Sime and PNB. | 


Well, on the very great as- 
sumptions that: 1) Sime 
swaps approximately 178 
million new shares for 
PNB's 26% stake in 
HMPB and 2) Sime swaps 
its 7.2% stake in H&C plus 
109 million new shares for H&C's 3096 
stake in HMPB, MMC's stake in Sime 
will have been further diluted to about 
11% while PNB’s will have been diluted 
to just under 22% . Combined, PNB will 
have a neat, NEP-complying, 33% stake. | 
More to the point, why should MMC 
sell its shares to PNB? True, every indi- 
cation recently has been that MMC | 
wanted to buy ASM’s stake so that it 


Tun Ismail: tandem management. 





could equity account its Sime holdings 
— but this was before the Sime-PNB 
deal was announced. Also, MMC needs 
the money, having had to defer a one- 
for-four rights issue last year and having 
lost a M$58.2 million lawsuit in London 
in January. Furthermore, with borrow- 
ings at M$198.2 million, or 27% of 
shareholders’ funds, it is not clear where 
MMC would find the M$205 million 
needed to buy the additional 6.3% of 
Sime it needs to equity account. 

e WHILE it is nice to theorise — and 
big numbers do have their fascination, 
especially when they refer to someone 
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Managing record highs 


Tokyo learns to cope with a new bull market 


By Nigel Holloway in Tokyo 


i Es Tokyo stockmarket has marked 
the start of the cherry blossom sea- 
son by soaring to record levels. On 13 
April, the Nikkei index of 225 leading 
stocks climbed to a high of 26,995.28, 
erasing the losses incurred in last Oc- 
tober's crash. Japan has led the world's 
big bourses out of their slump because it 
has the strongest economy, which is ex- 
pected to grow by 4-5% this year after 
expanding 4.2% in 1987. Confidence in 
Japanese equities was not battered as 
much as it was in other stockmarkets on 
Black Monday. 

By the same token, the Tokyo Stock 
Exchange's (TSE) market leadership is 
not likely to disappear as quickly as 
spring flowers because Japan's 
economic power is expected to go 
on growing relative to that of the 
US. The New York Stock Ex- 
change comprises a third of world 
stockmarket capitalisation, com- 
pared with more than 4076 for 
Tokyo. The main reasons why 
the TSE has not taken over from 
Wall Street as the bellwether 
market is because foreigners are 
less familiar with the former and 
are consequently underinvested 
dede and overweight in the 
US. 

This will only change gradu- 
ally. Foreign ownership of Japan- 
ese equities reached its nadir of 
about 3% at the end of last year, 

having peaked at 6.3% in March 
. 1984. Heavy sales of overseas 


scrip was the natural reaction to the 
growing uncertainty, and later panic, of 
share investors around the world in 
1987. All the more so for foreign invest- 
ors in Japan, where price-earnings 
ratios were stratospheric. 

In the first quarter of this year, for- 
eigners made net purchases of Japanese 
equities worth 564 billion (US$4.5 bil- 
lion), a modest reversal of the 1987 
trend when net sales were running at 
¥600 billion a month. But then, share 
prices are still a high 73 times prospec- 
tive earnings. 

Individuals have, instead, been the 
biggest bulls. Their net margin pur- 
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chases shot up to a record ¥594 billion — 
in March, prompting Japanese stock ex- 
changes to raise their margin require- 
ments from 50% to 60%. Satoshi 
Sumita, the governor of the Bank of 
Japan, the central bank, has also tried to 
cool the ardour by saying somewhat 
delphically that stock-price increases 
should match the pace of overall eco- 
nomic activity. 

Only the big institutional investors 
seem to have taken the cue. They were 
net sellers to the tune of ¥278 billion, 
mainly for accounting reasons. The in- 
stitutions realised profits to offset the 
effect of valuing their tokkin funds at 
market price, and in case their unlisted 
overseas securities fell in yen by 1576 
or more. The five leading life assurers 
are expected to report ¥910 billion in 
exchange losses in the year ended 
March 1988, 4096 less than 12 months 
earlier. 

Pension funds and others are likelv 
to re-enter the market in force in 
second quarter of this year, Lu. 
ticularly if they continue to shy 
away from overseas markets. In- 
dividuals are expected to go on 
buying in large quantities, 
though the abolition of maruyu 
tax exemptions on personal sav- 
ings deposits is not likely, of it- 
self, to boost their equity pur- 
chases much, said a spokesman 
for Nomura Securities. 

In any case, trading volume is 
booming again, generating com- 
missions for the brokers and 
causing their share prices to 
lead the market recovery. Fi- 
nancial stocks rose by 55% 
in the first quarter of this 

ear. 

All this suggests that the 
weight of money will remain as 
important in this bull market as in 








the one that lasted until Octo- 
ber last year. Equally, there are 
no new themes underlying the price 
surge. The upward momentum in 
stocks has gone on despite, or 
because of, the continued strength 
of the yen against the US dol- 
lar. 

The possibility of renewed in- 
flationary pressure could spoil the 
party, though. The broad measure 
of money supply rose by 12.4% in 
February, compared with the same 
month last year. But the authorities 
are taking a more relaxed atti- 
tude to this than they did in 1987 and 
bond yields have not risen alarm- 
ingly. 

Does this sound like a re- 
run of last year's upheavals? Just 
to be on the safe side, the TSE 
has been prepare a special re- 
port, which will be ready in the 
next few weeks, on the lessons of 

: October. crash. The exchange 

i Set up a task force, says Mitsuo Sato, 
a TSE managing director, which has 
been studying “line by line” the seven 
official reports compiled in the US to 
examine the reasons for the share slump 


there. 
N o separate study of Tokyo's volatil- 
ity hasbeen done. The big difference 
between the US and Japan is that the 
| Tatter has no true stock-index futures 
| contract (the existing Osaka futures 
| contract of 50 leading shares calls for 
| physical delivery of scrip on settlement 
_ day). In the US, the selling of share-index 
| futures on Black Monday seems to have 
magnified the decline in cash shares. 
The TSE does not want the same 
thing to happen after the establishment 
of its own futures contract, the Tokyo 
Stock Price Index (Topix) of all 1,108 
shares listed on the first section of the 
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- BIG WINNERS 


Top five performing sectors 
Real estate 
Wholesale trade 


Bottom five performing sectors 


Construction & building materials 


TSE. It hopes that parliament will 
amend the Securities and Exchange 
Law before the end of the session, due 
on 25 May, so that trading can begin 
els as early as July. The TSE has 

ept quiet about its study, says Sato, to 
avoid complicating parliamentary deli- 
berations on the bill. 

From the analysis done so far, Sato 
says there are two main lessons the TSE 
can draw from the US experience. The 
first is to avoid what he calls "the 
illusion of liquidity"; that is, the sell- 
ers’ assumption that they can all 
offload either cash shares or futures at 
the same price at the same time, de- 
spite the fact that there will not 
be enough buyers to match them. This 
is all the more important when pro- 
gramme trading and portfolio insur- 
ance are introduced in Japan with 
the arrival of financial-futures mar- 
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kets. The other lesson is that co 
puters used to execute trades sor 
times fail when you need the 
most. E 
The second lesson is easier to 
cope with than the first, Sato says. 
They can simply spend more money 
on a more powerful computer. The 
illusion of liquidity may be over- 
come with some kind of circuit 
breaker. The cash market already 
has a daily limit on share prices. It 
was triggered on 20 October and the 


panicky investors. 
ways that this price limit can be 
floor on the daily price. move- 


ments of share-index futures. The 


Says. E 
The prospects for the TSE's fu- 





when the exchange agreed 
Chicago Board of Trade, the 
largest futures market, could start tra 





the 


ing the same contract immediately after e 
Tokyo's market opens for business. It | .. 
will also begin a market in Japanese | . 


ISE believes it helped to calm | 
Now the exchange is considering | 


coordinated with a ceiling and | es 


ticklish question is how to coordi- | 
nate limits in the two markets, Sato | 


tures contract were lifted on 6 April. | 









Government bond futures. The TSE p 


will do the same for US Treasury bond 
futures. 

Not to be outdone, Osaka plans to 
start trading futures in the Nikkei index. 
It has the advantage of being better 
known than Topix, but the cash-share 
market in Osaka has about a sixth the 
turnover of Tokyo. Singapore already 
trades Nikkei futures and the Chicago 
Mercantile Exchange has applied to do 
the same in the US. There could be 
some arbitrage opportunities between 
the two index contracts. lopix is 
still more than 3% below its all-time 
high. 
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MERGERS 


By Charles Smith in Tokyo 


(5 takeover bids may go 
| against the grain in Japan, but a 
handful of predators in the country's 
otherwise conformist business world 
- Still believe that they are the best means 
: of getting big quickly. This seems to be 
. the lesson of the long drawn out battle 
. for control of Sankyo Seiki, an elec- 
tronics parts-maker (and, incidentally, 
- the world's largest maker of music 
boxes) which ended in late March. 

Sankyo had attracted the attention 
of Minebea, a conglomerate with a 
notoriously aggressive management 
style. Minebea has been trying for sev- 
eral years to move out of its base in 
miniature bearings to become a diver- 
sified maker of electronic components, 
IC chips and computer peripherals. 

Minebea, in effect, admitted defeat 
when it agreed, on 20 March, to sell its 
entire stake in the company back to a 
Sankyo subsidiary at a price which will 
leave it with a net loss of ¥4 billion 
(US$31.9 million) on its original invest- 
ment of ¥20 billion. 

Minebea's managing director, Ta- 
keshichi Ogi, told the REVIEW that 
the company still believes takeover bids 
are a good way to grow in Japan. But, he 
added, the banks and institutional 
shareholders which in effect control 
most quoted companies persuaded to go 
along with them. 

Minebea “only” withdrew from its 
three-year-old bid to acquire Sankyo, 
Ogi claims, after the company found an 
easier way to acquire the components 
technology Sankyo has developed. 


Minebea has “head hunted” several dozen 


top engineers from another electronic 
parts-maker to staff a laboratory the com- 
. pany recently opened outside Tokyo. 

The new laboratory has succeeded 
during the past 18 months in developing 
arange of products which amply replace 
those that Minebea would have ac- 
quired by taking over Sankyo. In effect, 
therefore, to pursue the Sankyo bid 
would have meant a duplication of in- 
vestment, rather than diversification. 

Miuebea says there were certain 
weak points in Sankyo's management 
when the company first attracted its at- 
tention in late 1984. However, Ogi de- 
clines to detail these "out of considera- 
tion" for the company's current leader- 
ship. It hoped to "correct" these by giv- 
ing Sankyo's business the benefit of 
Minebea's dynamic “top-down” man- 
agement style. 

Minebea also planned to achieve 
economies of scale by a vertical integra- 
tion of its bearings-manufacturing oper- 
ation with Sankyo's components busi- 





Predator held at bay 


A hostile takeover bid fails in conservative Japan 


ness — a big user of miniature bearings. 
Unfortunately, says Minebea, Sankyo 
failed to appreciate the merits of its idea 
and mounted a stubborn defence. 

Sankyo's view of how the Minebea 
“courtship” evolved is very different. 
Minebea's strategy might have been un- 
derstandable, if not acceptable, accord- 
ing to Sankyo's public-relations man- 
ager Masuo Omura, if the company had 
made a direct approach explaining the 
reasons for its interest and suggesting a 
negotiated transfer of ownership. In- 
stead, Sankyo began to hear rumours in 
February 1985 that Minebea was buying 
its shares on the Tokyo stockmarket. 

The appearance of what seemed to 
be "dummy" share- ! 
holders in the com- 

any'sshareholder list 

in the spring of the 
same year convinced 
Sankyo that something 
was afoot. The com- 
pany was unable to 
confirm that Minebea 
had become its largest 
shareholder until Au- 
gust of the same year. 
Then, Minebea's pre- 
sident, Takakami Ta- 
kahashi, told Sankyo's 
top management that 
Minebea held 1876 of 
the company's shares 
and suggested "busi- 
ness cooperation" be- 
tween them. 

Sankyo's response 
to Takahashi's pro- 
posal was an uncom- 


promising rejection 
based on the claim that the two com- 
panies had incompatible business | 


philosophies. But Sankyo did not stop 
there. Sankyo's top management was 
convinced, says Omura, that widepread 
sackings would have followed a merger. 


W order to prevent the disruptions 
that they felt would have followed a 
merger, Sankyo's top management or- 
ganised a supporters' group of friendly 
companies and banks which bought up 
Sankyo shares on the Tokyo market. 
These purchases raised the ratio of 
“stable shareholders" from 50% on the 
eve of the Minebea bid to more than 
6096 by the autumn of 1985. 

Minebea struck back with a suit. 
Sankyo's top management was accused 
of illegally conspiring to have the com- 

any buy its own shares, and of causing 
osses to the group through share buying 
activities of subsidiaries. 





Stock exchange: ‘dummy’ takeover. 
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spend heavily both on legal advice and | 


on other aspects of its anti-Minebea de- 


fence throughout 1986 and 1987 when 
the company should have been using all 
its resources to overcome the effects of 
yen revaluation. The end, however, 
came suddenly and painlessly. 

In late Feburary 1988, a top execu- 
tive of Japan Associated Finance Co., a 
subsidiary of Nomura Securities which 
specialises in venture-capital finance, 
suggested to Minebea’s chairman in the 
course of a “friendly conversation about 
other matters” that it might be in the 
company's interests to accept a 
mediated withdrawal from Sankyo. The 
offer was hurriedly accepted and the 
two sides took less than a month to 
agree on a price for the repurchase, by a 
Sankyo subsidiary, of the whole of 
Minebea's 18% stake in Sankyo. 

Omura claims the € 1,100 a share re- 
purchase price was “on balance" a vic- 
tory for Sankyo and a defeat | 
Minebea. Minebea originally bought ... 
ewawcaLTMES stake in Sankyo at 
EE 1.380 a share, the 
| price prevailing dur- 
| ing the period before 
| yen revaluation bit 
into Sankyo's export 
profits. But the price 
| was also well above 
the level of ¥900 at 
which Sankyo's stock 
was quoted on 25 
March, the day the 
share transfer took 
place. 

In effect, the battle 
would seem to have 
ended in a draw with 
each side paying heavi- 
ly to extricate itself 
from what had become 
a pointless situation. 

The irony of ` 
saga is that both c 
panies appear ia 
healthier today than 
during the height of the takeover battle 
in 1985-86. Minebea’s consolidated pre- 
tax profit rose 4776, to ¥7.3 billion, in 
the 12 months ended September 1987. 
The upturn showed that the company 
was starting to earn returns on a succes- 
sion of overseas investments (including 
a number of takeovers) undertaken dur- 
ing the early 1980s in a bid to tighten the 
company's grip on the world miniature 
bearings market. 

Sankyo's profits in its March 1988 
business term are expected to show an 
even sharper rise, reflecting the results 
of rationalisation in 1986 and 1987. 

Sankyo's sharply improved perform- 
ance may be one reason why the com- 
pany was able to muster support from its 
banks for the ¥15.5 billion repurchase 
scheme. But Minebea would certainly 
not have sold out if its fast-improving re- 
sults had not offered a face-saving pre- 
text for cutting its losses over Sankyo. El 











| Domestic harmony 


T continued strength of Japan's 
domestic economy means that real 
GNP growth for fiscal 1987 (ended 
March 1988) is likely to be well above 
4%. This contrasts with the govern- 
ment's revised forecast of 3.796. But 
doubts persist about the prospects for 
the second half of fiscal 1988, when the 
housing boom which fuelled last year's 
growth will almost certainly have lost 
impetus. The economy could begin to 
face structural problems in the second 
half of 1988, a government economist 
suggests, even if fiscal-year GNP 
growth exceeds 5%. 

Evidence that short-term growth is 
running far ahead of earlier estimates 
comes partly from the GNP statistics for 
_.. October-December quarter of 1987, 
== ich show overall growth of 1.7% 





Irom the previous quarter, or 7% at | 


an annual rate. Economic 
Planning Agency (EPA) offi- 
cials say that growth in the Jan- 
uary-March quarter of 1988 is 
virtually certain to have ex- 
ceeded 1% on a quarter-to- 
quarter basis. 

If so, fiscal-year growth 
should reach 4.496 or more, 
making fiscal 1987 the best 
year in terms of overall GNP 
growth since before the 1985 
yen revaluation. The fact that 
growth has been coming en- 
tirely from the domestic sector 
makes this all the more impres- 
sive. 
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% change 
on period 


| 
: ‘Goldstar Y 31 Dec. | Won 22.2b +6.8  |Won2.03t 131.8 
| Co. (US$30m) (US$2.7b) ( 
| Elders H31 Dec. | A$25.07m +54 — |A$795m 4396.7 nil 
Resources (US$18.6m) (US$588.9m) (2.254) 
Y 31 Dec. | Rs465m +19 Rs 9.33b +13.2 
(US$35.8m) (US$717.7m) 
Y31 Dec. | ¥8.3b +44.4 ¥118.9b 
1 (US$66.4m) (US$951.2m) 
| Neptune Y31Dec. | S$23.6m S$1.1b +19.7 1.8¢ 
| Orient Line (US$11.8m) (US$550m) (nil) 
| Gunze 1Y30Nov. | ¥6.21b +35.2 | ¥165.5b -13 n.a. 
| Group (US$49.7m) (US$1.3b) E 
Y31Dec. | Rs197.1m +246  !Rs53b 48.2 Sri Lanka's only cigarette-maker said sales were below | 
(US$6.4m) (US$170.9m) target due to ethnic conflict, drought-reduced harvest. ; 
Y 31 Dec. | Won42.9b +23.1  |Won2.57t +4.6 Won 780 | Oil refiner, largest listed firm on KSE, said profits were | 
(US$57.9m) (US$3.5b) (Won 770) | affected by higher intermediate-product prices. 


A fiscal-1987 growth rate of 4.4% 
would mean that the economy would 
have started the new fiscal year with a 
“carryover” of 2%, so that only an addi- 
tional 1.8% of growth would be re- 
quired to achieve the 3.8% target set by 
the government. EPA officials say that 
this is certain to be achieved and that 
faster growth now appears attainable. 

Growth of 3.8% for 1988 would 
mean that, on a quarterly basis, the 
economy had slowed drastically from 
the pace of late 1987. This, in turn, 
would prompt doubts about the govern- 
ment's ability to maintain employment 
levels. These have improved sharply 
since the first half of 1987 when the offi- 
cial unemployment index peaked at 
3.176 , but doubts persist about the long 
term. 

Doubts about the capacity of the 


HOUSING RUNS OUT 


OF STEAM 


(Housing starts) 
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COMPANY RESULTS $ 


% change | Dividend T 





(US$313.8m) 


Won 589) 







25% 
(34%) 






+8.9 








Lower profit due to higher taxes; revenue rose on upgraded - 
capability. PLDT granted ADB loan of US$24m, first such in 
Philippines, for expansion plan. | 


Won 578 | South Korea's No. 2 consumer-electronics firm said net | 
would have been flat without asset, securities sales. 


Nil dividend due to earlier announced takeover bid by New 
Zealand Forest Products. Gold output to rise. 


Indian consumer-products firm said drought, strikes hit | 
output. Expects exports to exceed Rs 1b in 1988, | 


Increased profits on higher sales of circulatory, respiratory, | 
central nervous-system drugs; increased exports. 
First profit after four years due to higher freight rates, | 
cargo volumes; lower fuel and interest costs seen in 1988. | 
Raw-silk spinner and apparel maker is expanding non- [ 
textile business through increased investment. ; 





domestic economy to keep growing 
strongly focus primarily on the housing 
sector, which was contributing about a 
third of domestic growth in the second 
half of 1987. | | 
EPA officials say the recent month- 
to-month downturn in housing starts. 
could affect consumer demand for 
such as refrigerators or large-scre 
sets, undermining another source o 
strength in the domestic economy. : 
The good news from the domestic 
sector, which should at least partly. 
offset the negative. impact of slower 
housing investment, is that private-in- | 
dustry spending on new plant and. 
equipment seems to be picking up. ` 
The possibility that the domestic 
economy may slow in the second half of - 
fiscal 1988 suggests. fine tuning, 
either through a ta or increased - 
po spendin y be neede 
y mid-1988, EPA sot 
Another cause for conce: 
œ short-term mov 
ports and imports, 
Revised. figu 
by the gover 
beginning of 
that exports m 
declining | in 




















rate, causing - n 
the economy in the um 
or longer term. eoo . 
~ Charles Smith | 





Comment 
















































































CURRENCIES me : INTEREST RATES (%) 

































































































































































































11 Apr. Spot | Previous | 3months 1-year - ! = 
Year agot 11 Apr. Prime ! interbank Interbank interbank 
USSI WORTH | rate! _weekt agot i lending | Lui bonds: | Imontht | 3monthst | &monthst. 
Australia dollar 1.342 1.349 1.407 1.383 ee 
Britain pound 0.536 0.530 0.549 0.615 Australia 13.25 i 10.875 11.14063 | 453 
Canada dollar | 1.246 1.235 1.288 1.303 ME Í i : 
France franc | 5.704 | 5.654 5.526 6.054 Britain 8.50 | = [T9375 8.1875 | 8.375 
Hongkong dollar 7.8112 | closed 7.784 7.803 6. "T 1 i " 
India rupee | — 7.591 7.656 | 12.80 12.853 aoe so | NS Es nem 
indonesia rupiah - 1,666.00 1,661.00 1,658.00 1,641.00 Indonesia 22.00 — Po 017.20 | n.a. | n.a. 
Japan yen 126.20 123.855 128.10 142.475 : Pi | 
Malaysia dollar 2.581 2.567 2.534 2.482 Japan 5.50 SUR do D | 4.125 4.25 
New Zealand dollar 1.493 1.526 1.531 3.721 1*3 375 | 
Pakistan rupee 17.4325 17.4325 17.4325 | 17.331 i i 
Philippines peso 21.02 21.02 20.80 20.499 Malaysia 7.25 | = 3 3.30 | 3.50 | 3.65 
' Singapore dollar 2.0085 2.001 2.026 | 2.138 P. A i | 
 SouthKorea won 742.90 743.20 790.30 834.10 NewZealand | 18.50 14.09 | eee 14.85 
Sri Lanka rupee n.a. n.a. | 28.93 28.818 Phifippines 8.3125 — PO 011.50 10.25 10.25 
Switzerland franc 1.391 1.355 1.336 1.496 | 
Taiwan NT dollar 28.65 28.64 28.55 33.02 Singapore 5.25 3.12 31875 | 3.125 3.125 
Thailand baht 25.19 25.12 25.24 closed South K 11.50 _ 15.7 | ae u ud 
WestGermany mark 1.681 1.655 1.637 1.805 ara i : 
DIM Taiwan 5.75 5.01 4.35 4.20 4.10 
Banknote Official Communist ai 
| rate" rate countries Thailand 11.50 4.50 8.25 : 8.25 — 
Bangladesh taka 29.00 31.30 China ais Eus 6.912 | 790 — j| 7125 | 725 
E id 20405 | 200 | USS-Rmb3722 EUROCURRENCY AND ASIAN CURRENCY UNIT DEPOSIT RATESt 
Macau pataca | 8.00 8.05 dei 0.476 o 1month — 3months | .o|] T2 months 
Nepal rupee . 22.00 21.50 Soviet Union oe ae | 
Papua N. G. kina | 0875 0.885. VPE UTR US$ 6.0625 7.00 | 7.1875 7.5625 
Other: SDR1--US$1.3732, ECU1--US$1.24105, Laos £ Sterling 9:08 0.125 Serm , em 
S$1 =M$1.2845, £1 HK$14.4748, US$ - New Kip 350.00 Yen 3.875 4.00 | 4.125 | 4.25 
3 months forward: Japan Y 125.595, Vi | 
Hongkong HK$7.778, Singapore S$1.991, ietnam Swiss Fr. 1.625 1.75 . 2.0625 | 2.625 
fMiddlerate "Selling rate | o3 Pong Sh ore Dm 3.3125 33125 | 3495 3.5625 
Source: Telerate for spot and forward rates from Asian money markets, Republic Na- AS 10.50 10.25 11.00 | 11.125 





tional Bank of New York for banknote selling rates on the Hongkong market 
and Deak International Ltd for official rates, 










































*long tern — **shortterm — tofferedrate Source: Telerate, Vickers da Costa & Co. 


COMMODITIES _ 


| Last sale to 11 Apr. 


Previous 3months | Year 
















































Latest oak $00 | “a | 11 Apr. 
! | | USS: 
niis uad (3) | 450.00 none eave 1m Domestic — 3-5yearst | 7.96 | 7:65 9.42 
Copper New York (4) | 7-10yearst | 8.57 | 8.28 9.89 
rt ease poor 105.30 132.20 62.50 International — 3-5yearst | 8.07. | 7.77 9.55 
uly deliv : I fias 
Kuman. London {1} | E 7-10 yearst 8.58 8.39 10.10 
Current delivery (Apr.) 1,452.50 1,575.00 1,105.00 870.00 | Yen: 
June delivery | 1,212.50 i Domestic 3 years? 3.62 | 3582 
Tin KualaLumpur (2) 17.37 17.33 | 17.29 | 16.61 10 years t 4.72 4.455 
Cotton New York (4) international — 3-5yearst 3.74 3,92 
Current delivery (May) 60.82 62.88 65.70 61.00 7-10yearst | 447 | 464 
July delivery 60.84 Dm: 
Rubber KualaLumpur (9) Domestic 3-5 years" n.a. n.a. 
Current delivery (May) 304.00 291.00 281.50 200.00 10 years" na | ma 
July delivery 305.00 | international — 3-5years! 493 | 491 
| Palm Oi! KualaLumpur (5) 7-10 yearst 6.14 6.07 
Current delivery (Apr.) 940.00 955.00 1,178.00 750.00 AS: | | | 
June delivery 908.00 Domestic 3yearst | 11.02 11.63 
Sugar New York (4) fOyearst | 11.79 | 12.19 
taata (May) I. 8.88 9.59 6.91 international — 3-5yearst | 11.34 | 11.73 
erie ; dn 7-10yearst | 12.16 — | 12.46 
Pepper Singapore — (10) C$: | a 
Sarawak Asta bik 100% 887.50 907.50 935.00 1,025.00 JM B 
Wheat Chicago (6) Domest: Aveta ae ee 
Current detivery (May) 306.60 299.20 328.60 278.50 l  fOyears* | 9.49 9.39 
July delivery 316.20 international — 3-5 years! 9.35 9.13 
Maize Chicago (7) 7-10 years! 9.69 9.54 
Current delivery (May) | 209.00 209.60 192.40 168.00 
July delivery 215.60 Domestic 3 years t n.a. n.a 9.363 
Rice Bangkok (8) 10 years t n.a. n.a 13.91 
595 white fob 300.06 300.00 275.00 213.06 international 3-Syearst | 8.95 | 9.30 10.44 
Soyabeans Chicago 6) 7-i0yearst | 934 | 942 | 10.62 
Current delivery (May) 668.20 653.40 623.40 514.00 NZS: || | 
July delivery 679.40 Domestic 3-5yearst | 13.25 | 14.03 17.30 
Cocoa London (9 i 7-10yearst | 12.75 | 13.15 | 15.65 
Current delivery (May) 883.50 907.50 5136.09 eae international  Syears* | 13.45 | 13.70 | 17.148 
| duty delivery 903.50 | 7-10yearst | 12.70 | 13.116 | 15,60 
Cotfee i London t) i | 
ee (May) ; ; : 9.50 1,345.10 1,196.00 1,268.00 TET | ias os 
Petroleum Tokyo (11) | 7-10 yearst 4.44 | 4.56 5.28 
Sumatran light 15.70 — — 15.70 17.30 17.56 | 
Brent London (01) 15.35 15.35 16.85 18.05 3-5yearst | 6.99 | 7.16 8.34 
7-10years! 7.58 7.85 8.93 


"ü)fatone 2)MSakg (3)US$anoz (4jUScalb (5)M$atonne (6) US¢ a60 Ib bushel 
.(US$atonne (9)Mcakg (10)S$at00kg | 





LA?) USc a561b bushel it)juSSabarel Source: Telerate, Reuter. AAA corporate ' Government 





EFFECTIVE EXCHANGE RATES 


Weighted for 1985 trade with the countries shown 





plus the US and Canada and 14 European countries. Figures are for the wook ended: 9 dec et 
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ECONOMIC INDICATORS — SELECTED ASIAN COUNTRIES 


| 4.6 9.4 13.6 1-2 3: 
1988 1-3 7-7.5 5-7 1.5 26-3. 7 
international Reserves (5) | 





Economic Growth % (real) (1) 
1987 















































Latest | — US$847b US$16.31b na. US$6144db — | US$559b 
| (Jan.) (Dec.) (Oct) (Dec) .— 
Year earlier i US$5.91b US$11.45b n.a. US$5.87b US$4.05b E 
Trade Balance {totai merchandise) 2 p 
Latest 3 months ~US$0.03b —US$1.24b * US$0.24b ~US$1.57b *US$1.49b(9) 
i (Oct.-Dec.) (Oct.-Dec.) (Dec.-Feb.) (Oct.-Dec.) (Sept.-Nov.) 
Previous 3 months ~ US$0.48b .. -US$0.71b * US$0.32b ~US$1.27b +US8$1.54b 
. Year earlier ~US$0.22b —US$3.0b ~US$0.06b —~US$1.58b *US$1.01b. pe 
Exports (7) D Up ER 
Latest3 months US$7.45b US$13.41b US$13.12b US$2.88b US$4.73b(9) | | US$60.80bit 
% change previous 3 months 414.2 +35.8 -1.9 *34 *2.6 +: 

% change year earlier 413.3 *40.4 +37.0 431.7 438.6 iir 
Imports (8) | qe 
Latest 3 months US$7.48b US$14.65b US$12.88b US$4.45b US$3.24b(9) US$43.89b(6) 
% change previous 3 months +6.9 +38.4 ~ 1.3 +9.9 *5.5 +74 
% change year earlier +9.9 +16.7 +33.7 +18.1 +35.0 +39.0 

Consumer Prices | 
Base July 80-June 81 =100 | Sept.-Dec. 1986-100 Oct. 84- RECS 85--100(2) 1960= 100 Apr. 77-Mar. 78= 100 1985-100 
Latest 3 months index average | 172.9 | 107.96 113.2 752.7 302.0 100.8 
(Oct.-Dec.) (Sept.-Dec.) (Dec.-Feb.) (Dec.-Feb.) | Dec.-Feb.) (Nov.-Jan.) 
% change previous 3 months +17 ~0.1 +14.7 +2.4 +25 —0.4 
% change year earlier *7.1 *2.0 *7.0 *9.4 -9.0 -0.8 
Money Supply (3) 
Latest A$125.23b(10) | Rmb 775.48b HK$328.16b Rs 1.611(10) Rps 31.64t 34 377.73t 
(Dec.) (Sept.) (Feb.) (Feb.) (Sept.) (Jan.) 
- % change previous month 41.7 *7.5(11) 40.8 40.8 42.4 341.2 
Yan i +16.3 +34.2 +30.5 +17.2 +15.6 +149 
MALAYSIA PHILIPPINES SINGAPORE “SOUTH KOREA TAIWAN THAILAND i | 
Economic Growth % (real) (1) 
1987 4.7 5.05 8.6 11 6.6 
/— 1988 2-4 5.5-6.5 5-7 6-8 6.8-7 
. International Reserves (5) | DOE 
Latest US$7.44b US$0.77b US$14.02b US$76.7b US$4.20b.- 
J (Dec.) (Jan.) (Aug.) (Dec) (Jan)  : 
. Year earlier US$6.03b US$1.82b US$12.91b US$46.3b US$3.01b 
- Trade Balance (total merchandise} 
Latest 3 months +US$0.79b(4) --US$0.15b —US$1.15b +US$1.75b(6) +US$3.28b -US$0.54b . 
(Oct.-Dec.) (Oct.-Dec.) (Oct.-Dec.) (Dec.-Feb.) .(Dec.-Feb.) (Oct Dea) | 
Previous 3 months *US$0.57b | —US$0.33b -US$0.90b +US$2. ae + TOTEE spend 
UM. bn US$1.62b US$8.59b US$13.26b(6) US$13.75b | US$3.56b 
93 48.7 +6.8 +28 ~§.0 417.8 
4 : 24. 9 +30.7 +32.2 +43.9 +27.0 45343 
US$3.45b(4) US$1.77b US$9.74b US$11.51b(8) US$10.47b US$4.10b 
uprstbéi pu Lis RE +47 ~2.8 +8.3 5. 410.0 +19.8 
% change year earlier +29.4 +41.6 +34.8 +56.0 +55.1 
Consumer Prices 
Base " 1980 — 100 iu iaia oa: 1981 = ed | 1976= 100 
Latest 3 months index aver, 127.5 387. 103. 106. 205.8 
iod (Oct.-Dec.) (Dec. Feb) (Oct-Dec, (Novam) — | (Oct-Dec) 
..* change previous 3 th *0.1 +2. * 0.1 *1. 
9 change hi oo +0.3 +8.3 +43 +0.7 +3.2 
; Money Su 
nay veel e) M$55.2b P156.11b $$37.09b NT$4.17t Baht 808.6b 
En Es E Een E 
& chan onth *ü. - +2. 44. E 
^k change yet eorr +63 +14.6 +19.8 +26.0 +198 








| (1). Official and other estimates of GDP. (GNP in Japan) (2) Consumer Price index A (3) M2 or currency plus bank deposits (4) Peninsular Malaysia only — (5) IMF definition of reserves minus gold l 
E except for Singapore (6) Customs basis (7) fob (8) cif (9) Excluding petroleum products (10) M3 (11) % change over past 3 months Source: Official statistics. 








TOKYO: The Nikkei index hit a high 
n 7 April, but fell back slightly before 
enewing its upward course. Analysts 

„suggest prices will rise further. Finan- 

cials and domestic-demand related 

shares led the advance, with Nomura 
up ¥70 (56 US cents) to ¥ 4,440 and 

-Nippon Television up ¥1,000 to 

3*25,000. Volume averaged 1.2b 

-shares a day, worth € 1.2tr. 


IONGKONG: Prices advanced 
trongly at the end of the period in re- 
ponse to Wall Street's gains, Tokyo's 
trong performance and rumours that 
ongkong Land may be the target of a 
akeover bid. Property, bank and trad- 

ing company shares made gains. Active 
stocks included IBI Asia and Sino 
Land. Volume totalled 2.73b shares, 

|" worth HK$5.08b (US$651.30m). 


SINGAPORE: Investors scratched | 
around for new leads and were eventu- | 
ally encouraged by the performance | 
in New York and Tokyo. Malaysian | 


stocks attracted interest once the en- 


couraging growth forecast for 1988 had | 
sunk in. Sime Darby gained 16 S cents | 
(8 US cents) to $$2.47 and Pilecon rose | 
21 Scents to $$1.17. Average daily vol- | 


ume was 17.5m shares, worth $$33.2m 


KUALA LUMPUR: Strong buying on 

Wall Street encouraged local buyers 

after several days of lacklustre trading. 
Interest centred on cheaper stocks but 

: some blue-chips made gains. MISC 
5 | manageda45M cent (17 US cents) rise 
to finish at M$6.40 and Faber Merlin 
inched up 4.5 M cents to 42.5 M cents. 

| Daily volume averaged 11.3m shares, 
^-^. | valued at M$20.2m. 


~~ | MANILA: Prices improved in reaction 
-| to Wall Street's advance and to reports 
.| offavourable results by blue chips. Oils 
. were again mostly lower. The Manila 
-| Composite Index rose 12.12 points to 
|. close at 739.54. Atlas B rose 10.9% to 
| P25.50(US$1.20). Average daily turn- 
over for the period was P39.99m, 
"| down 40%, on volume of 355.33m 
shares, down 22%. 
























^|: BANGKOK: Forecasts that the SET 
[| index could hit 600 at some unspecified 
future date helped draw punters into 
the market, creating a small surge. But 
.| most investors remained cautious, now 
| that the market's p/e has topped 13. 
C| The SET index closed 7.71 points up 
- |. at 396.13. Commerce counter White 
-| Group led gainers, rising Baht 6.75 (27 
«|. US cents) to Baht 45.75. 
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Tokyo and New York set the pace 
MOST regional markets advanced in the period 
and a strong rally on Wall Street. Seoul, however, 








to 11 Apr., encouraged by a record performance in Tokyo 
fell back in the wake of renewed labour unrest. | 


AUSTRALIA: Prices were slow to re- 
spond to advances on Wall Street and 
in Tokyo. But in the past two days of the 
period the market gained 40 points, 
though volumes were low. The surge 
was fuelled by rises in blue-chip stocks 
with BHP spearheading the gains. 
Brokers said local investors lacked 
conviction. Volume was 538.5m, worth 
A$616.3m (US$458.2m). 


NEW ZEALAND: The market drifted 
on lower volumes. Brokers said the 
market was looking for direction from 
overseas, They suggested the March 
rise may have been due to institutions’ 
attempts to improve balance-sheets by 
31 March, the fiscal year-end. Brierley 
finished 2 NZ cents (1 US cent) up at 
NZ$1.30. Volume was 37.06m shares, 
worth NZ$29.03m. 


TAIPEI: The weighted index soared 
234 points, supported by strong perform- 
ances in Tokyo and on Wall Street. 
President Lee Teng-hui's pledge on 7 
April to allow one of the three com- 
mercial provincial banks to go private 
boosted financial shares. Average 
daily turnover was NT$15.84b 
(US$553m). Chang Hwa Commercial 
Bank rose from NT$314 to NT$355. 


SEOUL: The market fell back after a 
short rally by manufacturing stocks fiz- 
zled out. The week ended with invest- 
ors jittery over renewed labour unrest. 
Steels: fell 5.8% while construction 
shares dropped 5.9%. Steelmaker 
Kangwon Industrial was off 9.8% and 
Kukdong Construction declined 8.4%. 
Volume averaged 7.6m shares worth 
Won 134.5b (US$181.8m). 


BOMBAY: Prices rallied early in the 
period on massive institutional sup- 
port. But shares fell sharply when the 
support was withdrawn. Late selling 
eroded sharp gains in leading stocks. 
Business volume declined and senti- 
ment weakened towards the close. As- 
sociated Cement gained Rs2.50(19 US | 
cents) to Rs 135 and Bajaj Auto rose Rs | 
5 to Rs 192.50. 


NEW YORK: The market rose for five 
consecutive sessions, jumping more 
than 28 points on 8 April and finishing 
at its highest level since last October. 
Key factors were the dollar's firmness 
and strong first-quarter corporate 
earnings. Volume was 818.56m shares. 
The Morgan Stanley Capital Interna- 
tional Index closed 7.1 up at 460.3 on 8 
April. 
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The opening of the S-E-Banken — 
Hong Kong Branch marks a new era in services and commitment 
for companies in Hong Kong, China, 
Macau, South Korea, Taiwan 
and the Philippines doing business with Sweden. 
With the full backing of the S-E-Bank Group we can provide a wide 
range of personalised banking services. 


O S-E-Banken 


Skandinaviska Enskilda Banken 





HONG KONG BRANCH, 2201 CONNAUGHT CENTRE, HONG KONG, TELEPHONE: 5 5-868201, 


TELE 67341 | ESSEB HX (GENERAL OFFICE), TELEX: 67343 ESSEB HX (FOREIGN EXCHANGE), TELEFAX: 3. 86840 













































The only bilingual 
Telephone Directory for 
China published 

semi-annually 


` In order to maintain CPB’s accuracy and time- 
liness CPB will henceforth be published twice 
each year, covering Spring/Summer (available 
January — June) and Autumn/Winter, (available 
July — December). 


Given the frequency with which changes take 
place in China amongst both the domestic and 
foreign business and banking communities, the 
semi-annual frequency of The China Phone 
Book guarantees its users the most up to date 
and accurate listings of the most important 
contacts in China. 


Our database will constantly be updated to 
bring you the latest listings you need, when you 
need them. 


You can save 20% off the combined price by or- 
dering both the current Spring/Summer and the 
| Autumn/Winter editions now. Published in July 

the Autumn/Winter edition will be sent to you 
automatically the moment it becomes available 
if you order both now. 


Not only will you have the most up to date busi- 
ness listings in China at your fingertips . . . but 
you'll save money at the same time. 


1988 Editions 


Spring/Summer — January — June 
Autumn/Winter — July — December 


usiness Directory: January - June E 
completely revised and updated 


A vital reference for anyone interested 
in doing business with China. l 


e Completely updated listings 
e Unique classified yellow pages 
e Designed for maximum usefulness 
e Lists all foreign companies and joint ventures . 
e Careful selection of useful Chinese firms 
e Categorized by major industry groups 
e New compact page layout | 
* Indexed for easy use 
e Good for travel or office reference 
e Names and addresses in both English and 


















Designed for Maximum Usefulness 


This directory is a comprehensive listing from our own China database of all 
relevant companies in China of interest to the businessman or tourist. It is 
specifically intended to give you easy access to its contents through a well 
designed, computer generated classification and indexing system. Irrelevant 
and unnecessary information has been eliminated to reduce bulk and allow 
you efficient access. | 


New Classified Yellow Page Section 

Our tenth edition includes the first Classified Yellow pages ever available 

covering the entire PRC. Over fifty categories of li stings are included to give 

you updated, accessible information on China services, accommodations, 

travel, etc. Classified listings include: E Pu 
RM 

* Shipping Companies 





. And many other business Categories 


To: The China Phone Book Co Ltd, GPO Box 11581, Hong Kong 
Please rush me copy/copies of the China Phone Book as indicated: 






Name: 
(Please print ín Block Letters) 


Address: 


Tel: 











C] China Phone Book 1988, Spring/Summer Edition 

Price: Hong Kong: HK$300, Elsewhere: US$50 ¢nctusive of airmail postage). 
No. of copies: 

C] China Phone Book 1988, Spring/Summer and Autumn/Winter Editions combined set 
at 20% savings. Send Spring/Summer Edition immediately and Autumn/Winter Edi- — 
tion immediately upon publication in July. a 
Price: Hong Kong: HK$480, Elsewhere: US$84 (inclusive of airmail postage). 

No. of sets: s i ea eiit Rc | 

L] I enclose 

Book Co Ltd) 


C] I prefer you charge 

C American Express [] Diners Club 
Card No: 
Signature: 


in payment thereof (cheque payable to The China Phone 


tomy credit card (tick one): 
(] Master Card Cj Visa 


Exp. Date: 
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_ ST. GEORGE'S UNIVERSITY 
. SCHOOL OF MEDICINE 


|... ENADA, WEST INDIES 








EDUCATION 


EST NOSIS 







B ne of the key elements in the fast-growing volume of business 
‘transactions between East and Southeast Asia and the United 
States has been information: in-depth and up-to-date 


wledge of the business practices and legal frameworks of the 
ntries concerned. Golden Gate University, one of the major centers 


for business and legal education in the western United States, has for 


many years played a leading role in meeting this information need. 

In the Summer of 1988, the University will address itself to the 
special information needs of attorneys, executives and entrepreneurs 
concerned with the legal and regulatory aspects of doing business in the 
U.S. Offered through the University's School of Law, the Symposium 
will consist of an intensive, three-week program designed to provide 
comprehensive and practically-oriented coverage of American laws and 
regulations that govern the establishment and operation of businesses in 
the U.S. by off-shore organizations and individuals. 


Who Should Attend 


a Lawyers whose practices and responsibilities include advising clients 


For a brochure giving further information on program content, faculty and cost, contact Professor J. Lani Bader, Golden | c 
Gate University School of Law, 536 Mission Street, San Francisco, CA 94105, U.S. A.; Telephone (415) 442-7280; Telecopier f 


(415) 771-9047; Telex #6502754174. 





The General Medical Council of the 
United Kingdom officially recognized St. George's University 


.. School of Medicine on February 9, 1988. 


This recognition allows graduates of St. Georges to do 


-Postgraduate training in Great Britain. St. George's has had a clinical 


training program in British hospitals since 1980. 
St. Georges University offers two programs leading to the degree 


. Of Doctor of Medicine (M.D.) for qualified international students: 


1. A 4% year program for students who have completed a 
bachelor's degree in addition to higher secondary education 
in math and sciences. 


~ 2. A 6:$ year combined premedical/medical program for 


. Students who have completed secondary education 

{equivalent to at least five "0" Levels). The premedical phase 
is offered at Barry University in Florida, U.S.A. 

' St. Georges University has graduated more than 1,275 students 


: from over 30 countries and offers a broad-based international cur- 
~ ficulum and clerkship opportunities. The medium of instruction 
. is English. Tuition and fees are paid in U.S. dollars. 

` For information Director of Admissions, Dept. G 


^ please 
: contact: 


St. George's University School of Medicine 
University Centre, Grenada, West Indies 





For QUALIT 


a f response €——À 
. advertise in this section. 


A Symposium for Pacific Rim Attorneys and Business E 
_ presented July 11 to July 29, 1988 by : 


GOLDEN GATE UNIVERSITY SCHOOL OF L A 
SAN FRANCISCO, CALIFORNIA U.S.A. A 


. in the U.S. 








THE UNITED ST^ 





on the establishment of businesses in the US. . 
a Executives and entrepreneurs who are planning b 


a Law school professors who teach courses on A 
regulations governing the conduct of business in the 
Organizations and individuals. uet. — 
æ An especial invitation is extended to participants from 
Brunei, Hong Kong, Indonesia, Japan, Korea, Malaysia; 








the Peoples Republic of China, the Philippines, Singapore, Taiwanand. | - 


Thailand. 
The Faculty 


The Symposium faculty is comprised of current, high-ievel practitioners 
of the subject areas to be covered. San Francisco's position as one of 
the leading U.S. centers of international trade and commerce has 

enabled the University to secure the talents of international lawyers and 


business people of unmatched experience and ability, who are currently d. — 


practicing in some of the most highly regarded law firms in the city. 


renee! 









OFF-CAMPUS PERSONAL 


DEGREE PROGRAMS 
The individualised programs offered at 
Somerset lead to American degrees at 
Bachelor's, Master's and Doctor's levels 
in a wide ráfige of subjects. 
For a prospectus send US$8 to the 
International Administrative Centre: 


Somerset University 
Jinbtpenbent 


iiminster 
Somerset TA19 080 














Double/Twin is £64.95 + VAT 
All rooms with private facilities, col- 
our television, direct dial telephone 
hairdryers, coffee and tea makers. 


| Substantial breakfast served i 
| bedrooms. ur 





PERSONAL 








BOOKS ON THE FAI 


CLASSICAL RECORDS | 


Original issue LPs 1950's and 60's 
Enesco, Spalding, Furtwangler, 
Haskil, others. Send detailed want 
list in English to "A Classical Re- 
cord" P O Box 20635, London Ter- . 
race Station, New York, 10011 USA 1. 










121 Astonville St, Lond 
. Tel: 01 
































BUSINESS 









U.S. ACQUISITION CANDIDATE 
U.S. manufacturer of building/construction related 
products. Sales approx. $20-30 million. Profitable. 
Market leader. Unique position to double sales volume 
in very near future. Weak U.S. dollar affords qualified 
- firm excellent entry into lucrative U.S. construction/ 

building products industry at reasonable price. 
.. Principals Only. 









Advertiser Box 0421 
C/O Far Eastern Economic Review 
GPO Box 160, Hong Kong 


For seven years we have been escorting corporations 
to new sources of profits in Asia. Doing market 
studies. Arn oak: manufacturing facilities. 
Negotiating offshore finance. Managing all day to 
day letters of credit and commercial transactions. 

Call ICS and let us be your Oriental Escorts to 


Asian profits. e! C S 
INTERNATIONAL HONG KONG TORONTO LONDON 


ICS HONG. KONG Elizabeth L. Thomson, President, 8-12 Hennessy Road, 20th Floor, 
Hong Kong, Tel: 5-292373, Tix: 62159 TAX HK, Telecopier: (852) 5-296413 



































JOINT PARTNER WANTED 


Technical Services and Engineering 
corp, based in Florida, U.S.A. — with 
nationwide growing business — excel- 
lent gross income and profit — seeks 
suitable investor. Please reply to: 


P.O. Box 592379 
Orlando, FL 32859, U.S.A. 


BUSINESS/TECHNICAL 
CONSULTANCY SERVICES 


Weli-qualified British Engineer/ 
Businessman / Consultant / Ship- 
<u f ping Executive with 30 years ex- 
<f perience, contacts, and as- 
sociates in Malaysia, other 
S.E.Asia countries and the 
P.R.C., presently H.Kong based, 
offers services of his own small 
organisation or on personal 
basis, anywhere in region, long or 
} short term. Excellent personal - 
‘and professional references. 
| Please reply to Consultant, 
G.P.O. Box No 3896, Hong Kong. | 


If you have something 
to say... sayit 
in the Classifieds! 





T COURSES & SEMINARS 


‘SWITZERLAND à 


INTERNATIONAL INTERNATIONAL 
TEEN CAMP JUNIOR CAMP 


1 Co-ed 14-19, July-August Co-ed 6-14, July-August 

|. High standard, sports activities, language courses, excursions, mountain hikes, 

` Folder and references: ITC, P, O. Box 122, CH- 1012 Lausanne, phone: 056-22 67 78— 
usui uir solo Te igor ADD Ma e 











PROPERTY 















M | FIRST PACIFIC DAVIES 






FANTASTIC OFFER! 
BUFFALO - CATTLE - HORSE 
and RECREATIONAL RANCH | 

Working Cattle, Horse & Recreation 
Ranch. 60 Acres with lots of grazing. | 
Additional land available. Can house | 
1,000 head. Sold over 20,000 head in 


1987. Finished black top road, rustic - 
| fences. Beautiful Ranch House, 
| barns and much more. Live Buffalo | 
included. Only $500,000.00 US. | 
Video Tape available upon request. 


BILL NOLAN LIVESTOCK 


| Route 2, Box 80, Bonduel, WI 54107 


or Call - 715/758-B484 


Maximise Effectiveness... 
Minimize Cost 
in the Classifieds! 


2 PRIME PROPER 


9th Floor, Riverside Centre, 
123 Eagle Street, 

Brisbane, Qld. 

4000 Australia. 


WORLD WIDE -. 


NAME: 
ADDRESS: 








Hampton & Sons, the leading UK Estate Agents can assist you to buy, sell, let, 
manage and arrange finance for your UK house or flat. 


Call Annoushka Ducas on 5-254418 or telex 61851 FPDHK HX 


Hod jc | 23rd floor Two Exchange Square, Hong Kong. 





| hours north of San Francisco. Magnifi- 





__. COUNTRY: 


L TELEPHONE/TELEX/FAX: pe 
ae 






























FIAMPTONS 


Arlington Street, London SWIA INE Telex: 23341 





FOR SALE — NEW YORK CITY 
“MIDTOWN BUSINESS CO-OP 
Full Floor-6000 sq.ft., new condition, 
offices & light manufacturing 
Center of Manhattan Garment District. 

Excellent for imporv/Expon, 
$850,000 — U.S, Dollars 
Heply: Mr Bums — — 
Cambridge Graphics... 
. 246W38 St. N. Y.C. 10018 U.S.A. 
Phone 212-021-8440 FAX 212-921-8809 















| CALIFORNIA 
| Secluded 1300 acre ranch. only 2 


cent estate site. Adjoins Lake Sonoma. 
| Vineyard possible. Many recreational 
uses. Contact: Joe White... | 
4020 Old Barn Road, Healdsburg, CA 

95448 USA. 707-431-5121 








TIES WITH LEISURE INCOME 
Unlimited Development Potential! 
FOR SALE INDIVIDUALLY BY © 
INTERNATIONAL TEN 
CLOSING DATE: 20 M 


For full colour brochure and tender documents return ihis 
coupon to Richard Ellis Worldwide at this address: 
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Or telephone Paul Wilson, i 
Randal Wilson or Lynn Jones | 
on +61 7 833 9833. | 
Telex: AA42053 1 
Fax: 4 6l | 7 832 1326 i 
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PROPERTY 





irable commercial property occupying 
a prime central city location. 






Forbes House. Currently Police Headquarters. Prime 
position bordered by North Quay and Roma Street. — 
Central to the legal precinct — law courts, legalfirms . 
and administrations. Close to retail, commercial — 
and transport services. Building offers outstanding 
views across city and over Brisbane River and the 
Expo 88 site. 














FORBES HOUSE — BRISBANE E 
30 Makerston Street 


Completed in 1976, the building has 100% site 
coverage. It is located in the fast developing 
George/Roma Street precinct and has panoramic 
views to the city and along two reaches of the 
Brisbane River. 

The building, which consists of a ground floor of 
917m?, two podium levels of 1,472m? each and eleven 
upper floors of approximately 1,113m? each, is further 
complemented by four levels of basement parking 
which can accommodate up to 162 vehicles. 

The property is offered for Sale by Auction on 
the basis of a two year leaseback to the existing 
Government Department, plus an option for a further 
period of 12 months with the right to terminate on 
three (3) months notice. Rental $2,118,930 per annum 
fixed for the term. — 

Outgoings — Tenant will 
maintain air conditioning and 
lifts and attend to cleaning 
of ELA Other outgoings 
including local authority rates, 
insurance, land tax payable by 
landlord. 

















This property is to be auctioned at the Park Royal Hotel Brisbane at 10.00am 
on Thursday June 9th 1988. 


The Public Trustee 
of Queensland 


444 Queen St, Brisbane | GPO, Box 2261, Brisbane, Qld., 4001, Australia 
Ph 0011 61 7 835 4233 Phone 0011 61 7 846 3966 





QUEENSLAND 
A STRONGER STATE 


M 
A BETTER LIFE 











LETTER FROM SHAH ALAM 


ike all new capitals, Shah Alam 

bears the marks of too many ar- 
chitects and too few inhabitants. In 
1974, when the Sultan of Selangor 
signed away Kuala Lumpur to the fed- 
eral government, it was envisaged that 
the replacement state capital of Shah 
Alam would rox quickly to rival the 
importance of its illustrious forebear 16 
miles farther on down the Klang Valley 
However, the population has stagnated 
at the 60-80,000 level and is expected to 
fall far short of its target of 250,000 in- 
habitants by 2000. 

This has not, of course, prevented 
the town planners from continuing to 
construct vast public buildings, even 
though few people live close enough to 
make proper use of them. After all, the 
town planners might argue, Shah Alam 
has to cater to the whole state of Selan- 
gor and not just the local population. 
There is also the chicken-and-egg argu- 
ment: if you have no local amenities 
such as museums, cultural centres and 
hotels, can you expect people to want to 
live in your new city? 

The opening on 11 March of the 
M$167 million (US$65 million) Selangor 
state mosque in Shah Alam has lent sup- 
port to that argument. More than 
20,000 people were attracted to the 
mosque that day, the worshippers com- 
ing from the town itself and from as far 
afield as Klang and Kuala Selangor. 
Built on a scale that dwarfs the national 
mosque in Kuala Lumpur, the Masjid 
Sultan Salahuddin Abdul Aziz Shah 
could be the draw that Shah Alam needs 
to reach the critical masses. 

The other ingredients for self-sus- 
taining growth are already present. The 
Institute Teknologi Mara campus is well- 
established and provides education for 
13,000 students. Just across the Federal 
Highway, the Heavy Industries Corp. of 
Malaysia (Hicom) has set up its Proton 
Saga car plant, employing 1,400 work- 
ers, while the Hicom industrial estate 
has attracted a number of foreign manu- 
facturers who have set up factories. 

For the moment, however, that 
transition from an administrative centre 
to a viable community is still far i 
One of the problems is that the neigh- 
bouring dormitory town of Subang Jaya 
has grown much larger than the plan- 
ners originally intended. Subang Jaya (a 
curious name, meaning "triumphant 
earring") has all the shops and the res- 
taurants and is a favourite with the same 
Klang Valley middle-class house-buyers 
that Shah Alam has been trying to at- 
tract. As a result, the new state capital 
has a lot of empty houses in its outer dis- 
tricts but no commercial centre. 

"Shah Alam" means, literally, "King 
World" and one cannot help but notice 
the Disney-like feel to the place, as if — 
as the name implies — it really is a 
theme park with royalty as its central 


motif. Artificial lakes, the hallmark of 
urban recreation, dominate the centre; 
dotted around the hillsides are several 
palaces, embodying various styles of an- 
cient Malay architecture but all looking 
as if they were built only yesterday. 

There are other grandiose modern 
buildings that are obviously intended to 
hark back to earlier — and sometimes 
obscure — traditions. The state sec- 
retariat building, for instance, has been 
designed to look like a ship, complete 
with a tower block for a mast and rows 
of round windows for portholes. The 
sultan's Istana, or palace, dominates 
another hill, like a Norman motte and 
bailey castle, but topped off by a curious 
wigwam-shaped structure. 

Once these theme-park associations 
have been made in the mind, it is very 
difficult to avoid comparing the cen- 
trepiece of Shah Alam — its enormous 
mosque — with the centrepiece of Dis- 
neyland, the magic castle. Both struc- 
tures, with their exaggerated domes, 
minarets and turrets, seem to have been 
built in conformity with the popular 
conception of what a grand mosque or à 
mediaeval castle should look like. The 
other thing they have in common is that 
they both set out to give the impression 
of extravagance. 


3 ew mosque has already been com- 
pared with the Taj Mahal and, cer- 
tainly, it shares some of the Taj's grand- 
eur and beauty. Unlike the Taj how- 
ever, but like the Disneyland castle, 
this mosque's opulence is largely ersatz. 
The huge blue-and-white dome — 
which, at 54x52 m, is thought to be the 
largest in the world — was fabricated in 
Britain out of aluminium. The white lat- 
ticed walls, which from afar look like 
marble, are also made of metal. 

To be fair, there has been no attempt 
by the architect or the Selangor state 


Official opening of the Shah Alam mosque. 
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government to pretend that the mosque 
is anything other than what it is — a 
modern building, constructed with the 
latest techniques to resemble an amal- 
gam of traditional Islamic architecture. 
Most people are delighted with the re- 
sult and, far from driving away the faith- 
ful, the technological innovations have 
been pulling in the crowds. 

The dome itself is porous, for in- 
stance. Rain falls between the joints of 
the blue stove-enamelled outer panels 
and is collected around the impervious 
inner skin of the dome in a special chan- 
nel. The water then flows down t 
main buttresses supporting the don 
into a storage tank, whence it is pumped 
up into one of the four 153-m high 
minarets. Worshippers making their 
ablutions before prayer trigger the flow 
of water down from this tank by break- 
ing a photo-electric beam. 

Only one of the minarets is designed 
for the traditional function of providing 
a platform for the muezzin to call the 
faithful to prayer. Of the remaining 
two, one is a private ablution area for 
royalty, while the other provides stor- 
age space. 

If there is one criticism to which the 
mosque is vulnerable, it is that size 
seems to have been the overriding prin- 
ciple in its design, to the detriment of 
overall symmetry. The minarets are the 
tallest in the world but in achieving that 
superlative, the builders have detracted 
from, rather than complemented, the 
main body of the building. Similarly, 
the dome itself is so huge that it 
counts for more than half the tc 
height and three-quarters of the width 
of the supporting structure below. 

Nevertheless, the mosque has fulfill- 
ed its purpose. It has provided a focus 
for the new town and it has marked Ma- 
laysia's contribution to the global "Is- 
lamic Renaissance." Asif to underscore 
that contribution, the imams of Islam's 
spiritual core, the Al-Masjidil Haram 
mosque in Mecca and the Masjid Na- 
bawi in Medina both accepted invita- 
tions to the grand opening. 

So Shah Alam is now on the Islamic 
map. The question remains whether the 
new town can capitalise on this fact to 
bring in the additional population that it 
needs. Ultimately, however, the fate of 
the town will rest with the non-Muslim 
Chinese Malaysians, who are in a 
majority in the Klang Valley area. And 
without shops or restaurants to attract 
the Chinese, Shah Alam will always re- 
main a place to renew a business licence 
rather than a place to live. 

— Nick Seaward 
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The best way 
to save the hidden 


costs of expanding 
@ your computer system. 

Expanding your computer system doesn’t just mean buying a new computer. 

It can also mean buying new software. Retraining staff. And rewriting Old software. 

These hidden costs typically represent over 50% of data processing expenditures, 

Not so with Digital. We keep costs down by offering the broadest range of 
compatible systems available. From our small-scale MicroVAX "computers to our high- 
performance VAX™ computers. 

And because our entire range of VAX systems runs the same software, you only 
buy or develop software applications once. Which cuts down software costs. And 
hours of software development for applications as diverse as factory automation, 
office automation, engineering design, and scientific research. 

What's more, our architecture and networking standards will never become 
obsolete. Programs for our first VAX computer still run unchanged on our latest VAX 
8000 series. And with our Ethernet networks, and commitment to industry standards, 
your previous Computer investments remain secure each time you upgrade or expand. 

Let us show you a Digital network in action at a company near you. Or at 
one of our Application Centers for Technology, Just call " 
your local Digital sales office or write: Digital Equipment diilgli|tlall 
Corporation, 38 Gloucester Road, Hong Kong. 


© Digital Equipment Corporation, 1988. The Digital logo, MicrVAX and VAX are trademarks of Digital Equipment Corporation 
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No bank knows Australia and 
New Zealand. better than the bank named 


after them, ANZ is one of the 


leading banks in these two great countries. 


We grew up with them, and 

we understand the special characteristics 
of their markets. Yet now, 

we also have the largest global network of 
any Australasian banking 

and financial services group. We are 
established in over forts 

countries, with branches in. the world's 
major financial centres. 

lhrougshout our integrated. worldwide 
network, we have ANZ 

people wherever you are. Professionals 
who will give vou a unique 

insight into the Australasian market, and 
instant access to the mans 

lacets of the ANZ network. Reaching 
beyond the realms ol 

traditional banking, ANZ encompasses a 
diversity and breadth of 

specialised financial services matched by 
few banks in the world. 

\ustralia and New Zealand may seem a 
faraway and unfamiliar 

market. But when vou talk to. the 


international bank that 


lives there, well bring it home to Vou. 
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A soaring testament to man 


They stand as a mystery on the landscape. A marvel 
of seeming herculean effort. And a towering tribute to the 
spirit and vision of their creators 

It is with the same willingness to follow a seemingly 
impossible idea that Epson have grown to be a company of 
innovative products and technologies. Our open curiosity 
has led us to design the first printer small and fast enough 
to work in a calculator. A desk-top performance computer 
compact enough to fit into a briefcase. And a wide selection 
of IBM* PC compatible computers that are as easy to use 
as they are to afford. 

Of course, such feats are not accomplished solely by 
our imaginative spirit. As with a magicians sleight of hand, 
Epsons precision technologies are behind each innovative 
leap. Like turning our early work with liquid crystal displays 





JAPAN: SEIKO EPSON QORPORATION Tel (0266)"82.3131 Teles 3962435 SINGAPORE: EP 
Tel 58314600 Telex 65542 TAIWAN: EPSON ELECTRONIC S TRADING LTD (TAIWAN BRANCH 
HITECH SYSTEMS Tel 711043 Telex 44195 "MALAYSIA: EQUATRON (MALAYSIA) SDN BHD f 
SYSTEMS LTD Tel 28641» Telex 21321 THAILAND: SAHAVIRIYA INTERNATIONAL COMI 





into an extraordinary flat-screen high-resolution LCD TV that's 
so tiny, it fits in the palm of your hand. Or transforming 
ourselves into the world's leading printer 
manufacturer 

Looking back in time or towards the 
future, we cant help but notice an 
outstanding phenomenon. Give an idea 
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Fudging quotas 


I was very impressed by the thorough 
coverage of the refugee situation in your 
7 April issue. It is certainly understand- 
able that the UN High Commissioner 
for Refugees (UNHCR) figures did not 
bother to mention resettled refugees in 
Japan, but simply lumped them to- 
gether within “others.” Although Japan 
has an official quota of 10,000 In- 
dochinese refugees to be accepted for 
resettlement, that quota remains only 
half-filled well over a year after it was 
set. According to year-end figures from 
the UNHCR, only 69 Vietnamese, five 
Lao, and 126 Khmers were accepted for 
resettlement in Japan in 1987 from all of 
the Southeast Asian camps. That is a 
total of only 200 Indochinese refugees 
— not an impressive figure for one of 
the world's richest democracies. 

Last autumn, out of more than 90 
cases pre-screened, only 50 were al- 
lowed to be presented for the actual in- 
terviews in Khao-I-Dang. They were in- 
terviewed in October by a six-man team 
from Japan. The UNHCR was told that 
there would be a decision in December. 
In November, however, more than half 
of those interviewed were rejected by 
letter. Although I do not know the final 


DARDEN 


UNIVERSITY OF 
VIRGINIA 





Telephone: 235-3679 
FAX. 732-4312 


decision on the remainder, the final ac- 
ceptance rate at best could be only 25% 
of those carefully pre-screened by the 
UNHCR. 

Japan's policy seems designed to 
seek desirable immigrants rather than 
to admit refugees for reasons of com- 
passion. Priority appears to be given to 
refugees with a good education, say, 
five or six years of schooling. This au- 
tomatically eliminates a vast number 
of real refugees. Certainly very few 
Khmers could ever hope to qualify, for 


the Khmer Rouge forced all children to | 


work after 1975. In the refugee camps in 
Thailand there has been nothing more 
than a couple years of informal, basic 
literacy/numeracy available. In 
camps today, secondary education is 
not allowed. Thus the long-standing 
Khmer refugees, those who have been 
in the camps for many years and who 
most desperately need resettlement, are 
almost automatically disqualified. 
Japanese screeners and interviewers 
also look for foreign language skills. 
Again, this places many deserving ref- 
ugees at a great disadvantage. It must 
be pointed out that the teaching of Eng- 


lish in Khao-I-Dang, for example, has | 


never been permitted, except to a few 
very select refugees (such as those 
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being trained to work in the hospitals). 
UNHCR workers in Bangkok have 
reported that even cases of close family 
reunion have been refused by Japan be- 
cause the refugee could not solve a few 
impromptu mathematics problems. 
Rather than cruelly disqualifying de- 
serving refugees because of their under- 
standable lack of skills, Japan should re- 
consider its resettlement policy. To 
facilitate resettlement in Japan, the gov- 
ernment could offer intensive Japanese- 
language training. cultural-orientation 
classes, and employable-skills training 
in the camps in Thailand. Rather than 
seeking hand-picked, elite individuals, 
Japan should initiate an imaginative 
programme which will prepare deserv- 
ing refugee families for new and produc- 
tive lives in Japan. At the very least that 
oft-publicised quota of 10,000 should 
immediately be filled! Ken Kawasaki 
Director, Association for 
Indochinese Refugee Resettlement 


Nara Assistance — Kansai 


Look to the hearth 


Your excellent cover story on the Japan 
vs US “hi-tech star wars" [31 Mar. | open 
up many complex and troubling issues. 
While it is probably true to some extent 
that Japan is not providing fair access to 
its technology to foreign nations, | am 
afraid that US politicians, businessmen 
and scientists are barking up entirely the 
wrong tree when they go in for Japan- 
bashing on this account. 

As indicated in vour reports, the 
route now being favoured by some in 
the US to force Japan to open up access 
to its technologv secrets is likely to 
prove counter-productive, in that this 
will mainly help to make that nation 
even more competitive than it currently 
is, which will undoubtedly create vet 
more pressures for some more Japan- 
bashing. 

Remarkably enough (though US 
thinkers on the issue may not see this 
simple truth). the solutions to the US' 
problems on its diminishing lead in 
many technologies lie not in Japan but 
in the US. A noted systems scientist, 
Prof. John N. Warfield, who happens to 
be a US national, has devised some 
techniques called the “consensus 
methodologies" which could show the 
way out of the bind in which the US 
finds itself. In brief, these aids to prob- 
lem-solving and decision-making in the 
system environment enable the people 
involved in any kind of problem to: 

» Articulate, clearly and comprehen- 
sively, the desirable objectives in rela- 
tion to the problems and issues con- 
fronted. 

» Design with utmost effectiveness the 
activities that would contribute to 


achieve those objectives. 
Using these simple techniques, the 
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No matter how long youage ordi- 7 
nary Scotch, it will always be ordinary. 

Which is why the words “12 years 
old” ona label aren't nearly as impressive 
as the words “Chivas Regal.” 

After all, since 1801, Chivas Regal has 
been made from the prize whiskies of 


such legendary Highland distilleries as 
Strathisla—one of Scotland's oldest. 
In fact, Chivas Brothers meticulously 









selects dozens of prize whiskies—each 
for a specific characteristic—then blends 
them for that consistently smooth taste. 

All of which helps explain why many 
Scotchescan carry the words "12 years 
old” But only one can carry the words 
“Chivas Regal.” 
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fc flights via Tokyo and Honolulu. No matter how often you fly: there, 
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ould easily become as “competi- 
asit would like to be, without hav- 
ing to go in for undemocratic means 
such as forcing other nations to do what 
they might not want to do. It is worth 
noting that, though Warfield has pub- 
lished prolifically on his epochal work, 
there is scarcely anyone in the US using 
these techniques. Some advances made 





in In a now enable these powerful 


iniques to be applied to all kinds of 
problem situations with much greater 
ease. than ever before. Perhaps it 
is time for some people in the US 
to look within their own nation for 
the wisdom that is readily available 
there. 


Bangalore, india G. S. Chandy 


Inherent responsibility 
How refreshing to read Adrian Chan's 


letter [31 Mar.] where he says that 
"human rights" are a human intellectual 


invention, neither inalienable nor in- 


herent. 

I look forward to when there is a Co- 
venant on Human Responsibilities. 
These are inherent, from the womb. 
The trouble is, I suppose, that even 
fewer will sign such a charter than the 
foolish thing on human rights. 
Hongkong Alan Chalkley 


Too many 'own goals' 

It may surprise Paul White [LETTERS, 
10 Mar.] to learn that I am in principle 
as keen as he is, malgre tout, to think 
well of North Korea. 

Nevertheless, as I said in my original 
article, I reluctantly believe that Kim 
Hyon Hui is who and what she says she 
is: a North Korean agent. 

On the other hand, one has to be 
pretty desperate to swallow, as White 
does, the Pyongyang version: that the 
real bombers were South Korea's own 
"ruthless generals." Ruthless they may 
be, but this is not their style. Nor did 
they have the need, since Roh Tae 
Woo's election victory was already all 
but guaranteed by a split opposition 
vote. 

Besides, if anything went wrong the 
popular backlash in South Korea would 
have been huge. Conversely, playing 
the North Korea card does not always 
have a big impact in Seoul, where 
people have grown cynical. 

So I honestly cannot see Roh or any 
of his colleagues cooking up such a 
stupid and dangerous piece of adven- 
turism. Above all, there is not a single 
shred of evidence. 

Whereas Kim Jong H . . . After 
all, North. Korea did blow up sev- 
eral of the South Korean cabinet 
in Rangoon in 1983. (Then, too, Pyong- 
yang claimed that Chun Doo Hwan 
had masterminded a deliberate "own 
goal." Does White believe that, too? 
Certainly the Burmese Government 
was convinced that it caught the 
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North Korean bombers responsible.) 

True, one bombing does not prove 
another. Yet, sadly, it fits much else we 
know about North Korea nowadays. No 
doubt White is right that it was scarcely 
a rational act for North Korea. Kidnap- 
ping South Korean film stars, and not 
paying any of your debts, are not very 
rational things to do either; yet Pyong- 
yang has done both. I fear it is only too 
capable of this one, too. Would it were 
otherwise. 


Leeds, England Aidan Foster-Carter 


Disputed islands 
Your 17 March article on the Spratly Is- 
lands repeating the canard that the 
Paracel Islands were taken by force 
from South Vietnam by China in 1974 
contradicts your previous reporting on 
the same subject. 

At the time of the event, your 28 Jan- 


uary 1974 issue reported that Saigon ad- 


mitted they assaulted the Chinese-held 
Paracels. Your 7 August 1981 COVER 
STORY on the South China Sea islands 
speaking of the Paracel Islands in Jan- 
uary 1974 said: "At the time, the 
impression was given that China had 
somehow seized the entire Paracel 
group from South Vietnam. In fact, the 
Chinese already had settlements on at 
least two of the main islands . . . and ap- 
pear to have had a continuing presence 
(since 1950) on Pattle Island . . . The 
brief clash on Chen Heng did no more 
than remove a very modest and com- 
paratively recent. "South Vietnamese 
presence from an archipelago that was, 
in all other respects, very much under 
Chinese control." 

This is not offered as evidence for or 
against any argument on the South 
China Sea islands, but is simply an effort 
to keep the chronological record cor- 
rect. 

Fred Donner 


But, can you read? 

Proud as I am of the Lowell diploma 
[24 Mar.] — one of the few in this coun- 
try comparable to the qualification con- 
ferred by a good English public school 
— I fear there is an unspoken shadow on 
the sunny image the school maintains 
today, Nobody in San Francisco, and 
especially among Lowell alumni, wants 
to talk about it, but I have it on good au- 
thority that many of the Asian students 
whose marks in mathematics and sci- 
ence are so very splendid, are allowed to 
graduate from the school without real 
proficiency in written and spoken Eng- 
lish. This is the downside of the Asian 
push into the professional classes — an 
Obsession with achievement in the areas 
that are associated with future wealth, 
and a contempt for what, for better Or 
for worse, depending on one's native 
prejudices, remains the language and 
the main cultural medium of American 
society. 
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I graduated from Lowell in 19€ 
Rest assured, good English and | 
marks in history were then valued ju: 
much as genetics, probability/statis 


etc. I am now a fairly succes 
writer, at least partially thanks 
Lowell. eh 
San Francisco 


That your reviewer Ilsa Sharp 
admires Philip Jeyaretnam's boo 
Loves is quite unmistakable, but must 
she detract from his literary skill by say- - 
ing: "Unfortunately for Jeyaretnam, hi 
undoubted talent has probably not bee 
the only factor in his. success?" What i: 
so "unfortunate" here, may I ask? Be 
cause the name Jeyaretnam i in Singa 
pore has unsavoury connot 

I am sure the man's ht 
stand or fall on their own 
tainly not on the political 
author's father as Sb : 
make it out to be. V 
Jeyaretnam won fir 
tional Short Story 
basis of his father's po 
Singapore? Or that he was d 
prestigious Airey Neave Scho olarship. 
on this same basis? sce 

Lastly, to bring in- sépeatily ‘the Ae 
name of the younger Lee into her 
review of the book is totally irrelevant, | 
to say the least. Surely, we have a surfeit. [: 
of his name in all the media here in Sin- |^ 
gapore, and to find the name in, of all |. 
places, a literary review is just a mitefar |. 
fetched, VE 

Sharp's attempt at political soothsay- iE 
ing is certainly misplaced. Readers will |. 
surely find the book thoroughly enjoy- |. 
able, as I did; and that is the only factor. |. 
in Jeyaretnam's success. | 
Singapore 















Kwan Yue Keng 


Auspicious word 

The presumption in TRAVELLER'S 
TALES [31 Mar.] that the word "porn" op 
in the name “Valee porn' "(the makers. |. 
of a pair of children's jeans bought in | 
Thailand) might be a shortened form of. |. 
a common name "Pakorn" is a wron 
one. The word in Thai is often trans 
cribed in English as “porn” because that |. 
is almost the exact pronunciation of the |. 
Thai word. The word “porn,” however, | 
is a very common word in Thai and has. | 
several meanings — the usual ones | 
being: to bless, blessings, or being bless- |. 


successful or prosperous. Moreover, it | 
seldom appears on its own but is offen | 
used in combination with other words. | 
Since it conveys the idea of auspicious- |: 
ness, it very often appears in personal | 
names, such as Pornchai, Jureeporn, |. 
Pornsak and Somporn. In this particula: 
instance, the word “Valeeporn” shouk 
be taken as one word for it is a. gir 
name. 

Oxford, England 
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BHP announced improved results for 
the third quarter ended 29 February, 
1988. 

SALES: $2458 milion, up 16% on 
same quarter last year. 

PROFIT: $232 million, up 11% on 
same quarter last year. 

BHP's management has emphasised 
improved productivity m all its 
operations. The third quarter profit 
demonstrates the Company's ability to 
produce strong returns even though 
the period was marked by higher 
average exchange rates and lower oil 
prices. 
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Bran Loton, 
Managing Director and CEO 


| 
MINERALS 

Produced significant profit gains from 
sales of gold, copper, alumina, and other 
base metals. BHP's low costs of 
production and improved productivity 
contributed markedly to the profit 
performance. 

PETROLEUM 

Improved output from the Jabiru field 
partly offset lower average world oil 
prices. Exploration expense was higher 
due to the increased level of worldwide 
exploration activity. | 

STEEL 

Almost completed modernisation of | 
the Port Kembla and Newcastle steel- 
works have brought these facilities 
close to the world's highest standards. 
In this quarter, operational difficulties 
and some industrial disputes reduced 
profits. These problems have now been 
largely overcome. 

i 


QUARTER ENDED FEBRUAR 


GROUP SALES* - 
1987 






GROUP PROFIT '* 





MAY DIVIDEND 

A dividend of 17 cents per share fully 
franked for the second sixmonths will be 
paid on 8 June 1988. This fully franked 
dividend will effectively be exempt from 
Australian income tax m the hands of 
Australian resident shareholders, and 
free of Australian withholding tax in the 
hands of non-residents. 

This dividend, when added to the 
dividend paid for the first stx months 
{also fully franked) totals 32 cents per 
share for the full year. 

For further information, please 
contact the Investor Relations Dept., 
BHP. 140 William Street, Melbourne 
3000. 
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Fo the moment the guns across the Hindu Kush have ~ | 

a fallen silent. The two superpowers have made a face- | pereg 
| Saving deal, thanks to Pakistan President Zia-ul Haq's 
cooperation. But the modern version of the Great Game to 
dominate Afghanistan is not yet over. The mujahideen 
have opposed the Geneva accords and vowed to fight 
on. Islamabad correspondent Husain Haqqani Surveys the 
_febels’ strength and strategy. Review contributors Sumit 
- Chakravartty and Rajendra Sareen assess the possibility of 
a renewed civil war and the chances of the Kabul regime 
holding itself together. 
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Page 14 

Despite arm-twisting by ministers, a 
friend of the Philippines president 
faces possible terrorist charges in the 
US — which may prove embarrassing 
to the Aquino government. 





they allege that they were beaten and 
intimidated into false confessions last 
year. 


Page 16 

Factions within Taiwan's opposition 
Democratic Progressive Party com- 
promise on a convention resolution 
touching on the sensitive issue of in- 
dependence. 


Page 21 

Wracked by internal squabbles, the 
once-promising Indonesian Demo- 
cratic Party finds its youthful support 
melting away. 


Page 22 

Taiwan's economic boom and 
citizenship policy attract increasing 
numbers of Overseas Chinese — in- 
cluding some fleeing the authorities of 


. Other countries. 
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Insensitivity to religious matters has 


brought violence back to Thailand's 


south and thrown up bands of Islamic 
fundamentalists. 
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Page 54 


| 
As asurprise widening of the US trade | 
deficit shatters stockmarket op- | 
timism and self-deception, WHERE TO | 
PUT YOUR MONEY looks at the tempta- | 
tion of bonds, Continental Europe’s : 


bargain bourses, the re- 
gion’s brewing stocks, 
and what could be 
the end of oil’s long 
famine. 





Page 64 

Taiwan is accused of 

‘cooking the books’ as 

| it reduces its politically 

| sensitive trade surplus | 
with the US by making 

massive purchases of 

US gold. 


Seoul's shifting trade patterns 7 
ease pressure from Washington as its | 
surplus with the US stabilises and its | 
chronic trade deficit with Japan nar- | 
rows. 
| 
| 
| 
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Page 66 

Trade between Indonesia and China 
has increased dramatically since 
1985 and may pave the way for a res- | 
toration of diplomatic relations. 


Page 73 

Japan’s Kyowa Bank boosts profits 
and outperforms rivais by severing | 
ties with corporate clients and lending 
more to small manufacturers. 


Page 76 

Vietnam downgrades the importance 
of collective farms, the cornerstone of 
its rural economic policy, in a bid to 
boost falling food output. 


Page 78 

The development of a plastic which 
conducts electricity enables Japan- 
ese firms to develop a new range 
of cheap, small and durable bat- 
teries. 
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REGIONAL 


Philippine officers quit 
Honasan court-martial 
Three of seven officers ap- 


pointed to a court-martial 
panel to hear charges against 
rebel army Col Gregorio 
‘Gringo’ Honasan and five 
other officers, were reported to 
have resigned on 18 April. Al- 
though the office of the judge 
advocate-general of the Armed 
Forces of the Philippines would 
not confirm the resignations to 
. the REVIEW, the officers were 
understood to be three col- 
. onels, Fruto Bauzon, Ar- 
senio Salas and Patrick 
Madayag. They have cited 
various reasons precluding 
them from judging their six 
brother officers, who face 
charges arising from a violent 
mutiny in August 1987. 

— James Clad 





Wibowo resigns from 
Indonesia's parliament 
The resignation from  In- 


has prompted a great deal of in- 
terest in the Jakarta press and 
debate on the legislature. 
Sarwo Edhie Wibowo, who 
was commander of the crack 
Red Berets special forces regi- 
ment at the time of the at- 
tempted communist coup in 
1965, was reported as saying he 
felt *unproductive" in parlia- 


ment. — Rodney Tasker 


Opposition bid to 

censure Thai PM 

Thailand’s parliamentary op- 
position on 15 April submitted 
a motion for a no-confidence 
debate against the administra- 
tion of Prime Minister Prem 
Tinsulanond. Prem has not 
been the target of such a debate 
during his eight-year tenure; 
the opposition's last attempt in 
April 1987 was aborted when 
some MPs crossed the floor at 
the last minute. This time, the 
opposition claimed it has the 
support of the more than one- 
fifth of the 347-seat house of re- 
presentatives needed to carry the 
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Party (DAP) held its eighth con- 
gress on 16-17 April. He and 
six other detained DAP MPs 
were all re-elected, and all 15 | &. 
members of the former central | Singapore exchange to 
working committee were also | USe computer trading 
returned, just as Lim had urged | In a move to increase its trad- 
in a short statement read to the | ing capacity, the Stock Ex- 
assembly. However, the re- | change of Singapore (SES) will 
election might be challenged | move to electronic trading in 
since the Societies Act forbids | June or July, SES public affairs 
anyone held under a detention | manager Peter Chia said on 19 
order from holding office unless | April. Under the present sys- 
they have special exemption. tem, trades on the SES are ef- 
— Suhaini Aznam | fected through telephone calls 


: to the trading floor, then car- 
Peking-Jakarta freeze ried by messengers to clerks 
still unresolved 


who execute the orders. Chia 
Chinese Deputy | said dealers will pay S$200 
Minister Liu Shuging left | (US$100) a month for compu- 
Jakarta on 13 April without | ter terminals, but there will be 
seeing Indonesia’s President | no charge for individual trades. 
Suharto, ending a flurry of | 
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Foreign 


— A Correspondent 

speculation that a new move : 
towards normalising diploma- | New rules imposed on 
tic relations between the two | New Zealand brokers 
countries was at hand. Liu did | The New Zealand Stock Ex- 
change (NZSE) has tightened 
its membership rules, raising 
the minimum issued paid-up 
capital for an individual 
member to . NZ$100,000 
(US$66,225) from NZ$50,000. 
The NZSE said corporate 
members would also face a 
doubling of the capital require- 
ment to NZ$1 million. The 
rules also require broking firms 
to maintain positive liquidity, 
and a net equity equal to 576 of 
gross external liabilities. 

— Colin James 


Seoul cuts tax breaks 

for foreign investors 

| South Korea has said it plans to 
cut tax breaks for foreign in- 
vestors in June, in a move to 
reduce the current-account 


Alatas: talks. 


hold talks with his Indonesian 
counterpart, Ali Alatas, but a 
meeting with Suharto would 
have signalled a major move 
towards restoring relations | surplus. Foreign investors ex- 
which have been frozen since | porting at least 50% of their 
1967, two years after a failed | products will lose their tax be- 
communist coup in Indonesia. | nefits, and allowances on capi- 











— Rodney Tasker | tal equipment will be cut. How- 
| ever, investments in hi-tech 
Bangladesh releases areas such as supercomputers 
political detainees will retain their benefits. 
The Ed overom — A Correspondent 
on 17 April freed 272 political 
prisoners who had been ar- South Korean firms list 
rested since the opposition’s | gover nment donations 
anti-government agitation be- | Listed companies donated 


Won 573.8 billion (US$755 
million) to various government 
organisations during the past 


gan last year. Although the 
Home Ministry did not disclose 
the names of those released, 


BUSINESS 





bid. — Paisal Sricharatchanya | opposition sources claim that 


donesia's House of Represen- 

tatives of a leading member of 

the government's Golkar party 
they include some of more than 
| 


Detained opposition MPs | 5,000 activists arrested since 
hold on to party posts last November when the gov- 
Although detained under | ernment proclaimed a state of 


Malaysia’s Internal Security 
Act, parliamentary opposition | parliament to contain political 
chief Lim Kit Siang was obvi- | agitation aimed at removing 
ously still very much in charge | President H. M. Ershad. 

when the Democratic Action — S. Kamaluddin 


emergency and dissolved the 


five years, according to the 
Korea Stock Exchange. The 
five leading corporate con- 
tributors were Dong-A Con- 
struction,  Hanil Synthetic 
Fibre, Yukong, Kia Motors 
and Daewoo Corp. The five re- 


ported total donations of Won - 


98 billion from 1983-87, though 
election contributions and 
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some other donations are not 
included in the tally. These 
“quasi-taxes” figured promi- 
nently in the Saemaul corrup- 
tion scandal, which saw former 
president Chun Doo Hwan's 
brother arrested in March. 

— Mark Clifford 


Thais give ground in 
port-crane dispute | 
The Port Authority of Thai- 
land has told container shipow- 
ners they may use their own 
shipboard cranes in some on- 
loading operations, but they 
will have to pay full crane-ser- 
vice fees to crane monopoly 
Bangkok Cranage (BC). The 
agency has been under attack 
for causing port congestion and 
higher shipping costs (REVIEW, 
21 Apr.) Shipowners were 
also told they could use their 
own cranes to load at one addi- 
tional berth normally reserved 
for bulk cargo, but that they 
still had to pay BC full fees. 

— Paul Handley 


Australia cuts tariffs on 
motor-vehicle imports 
Despite Australia s dramatic 
cut in import tariffs on motor 
vehicles on 13 April, few ex- 
pect to see car prices fall — 
though thev should probably 
stabilise. The move cuts import 
tariffs on fully imported cars by 
12.5 percentage points to 4576, 
falling in stages to 3576 by 
1991. Import quotas will also 
be abolished. The decision is 
likely to make domestic car- 
makers more competitive, 
and is in line with Canber- 
ra’s increasingly — anti-pro- 
tectionist stance in promo- 
ting its own exports. 

— Michael Malik 


Chinese cities hit by 

sharp price increases 
China's major cities have been 
hit by a sharp rise in retail 
prices, with the China Daily re- 
porting a year-on-year, first- 
quarter rise of 13.4% for 32 
large and medium-sized cities. 
Food prices in these cities rose 
17.9%, with vegetables alone 
rising 48.7% . The overall first- 
quarter inflation rate was an 
annualised 11%, up from an 
average of 7.3% last year, the 
State Statistical Bureau re- 
ported. 

Vice-Premier Yao Yilin 
recently said that the gov- 
ernment would try to keep in- 
flation at 10% this year, but 
that it might be difficult, in 
light of concurrent efforts to re- 


| vive the economy. 


— Ellen Salem 
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PACIFIC SAGA 
Canberra is privately seeking to 
assure Pacific island states that the 
Australian Government was not 
involved at a diplomatic level in the 
strange case of 11 Tahitians from 
French Pacific territories, belonging 


to a small pro-independence party. 


They were originally flying from 
Tahiti to Singapore via Sydney but, 
apparently because of a French 
warning to the Singapore authorities 
that they might be terrorists, were 
taken off their Qantas flight in 
Sydney on 3 April at the suggestion of 
the airline, held overnight by 
immigration and then sent on their 
way. They were later denied entry to 
Singapore or Kuala Lumpur and had 
to return to Tahiti. Australia is 


¿concerned that Pacific nations will 


assume they were cooperating with 
the French, when the case was a 
routine immigration matter. 


DIPLOMATIC OFFENSIVE 


With the approach of the Reagan- 
Gorbachov summit in late May, quiet 
but intensive diplomatic efforts have 
begun aimed at settling the Cambodia 
problem. US Ambassador to China 
Winston Lord in mid-April had a 
private meeting with the head of the 
anti- Hanoi Cambodian coalition, 
Prince Norodom Sihanouk. Earlier, 
Sihanouk had refused to meet Lord 
except as part of a group of Western 
ambassadors. The US consultation 
with Sihanouk was in preparation for 
a high-level US-Soviet dialogue on 
Cambodia. US assistant secretary of 





AFGHANISTAN 

A UN-sponsored pact under which the 
Soviet Union will start Pe out its troops 
from Afghanistan on 15 May was signed by 
the four parties to the agreement in Geneva 
(14 Apr.). Afghan rebels captured a Soviet 
army garrison in eastern Afghanistan, killin 
20 soldiers and capturing 50 others, the 
Hezbe Islami group claimed (78 Apr.). 


CHINA 

Philippine President Corazon Aquino ar- 
rived in China and visited her ancestral vil- 
lage in Xiamen (/4 Apr.). 


HONGKONG 

Philippine President Corazon Aquino ar- 
rived in Hongkong (/6 Apr.). An agreement 
granting asylum to Vietnamese boat people 


— igs outdated and Hongkong will seek an alter- 









native accord, a government official said (78 


Apr.). 


INDIA 
Investigators detained a former represen- 
tative of the Swedish arms firm Bofors min- 
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state for East Asia and the Pacific 
Gaston Sigur will meet his Soviet 
counterpart, Igor Rogachev, in Paris 
= 25 April, and will be accompanied 
= his deputy, Stapleton Roy, who 
will have just met Chinese officials. 


SEEKING SOLUTIONS 

With the Afghan 
conflict moving 
towards 
settlement, India 
has stepped up its 
diplomatic effort 
to find a solution 
to the Cambodian 
problem. In late 
March, after 
Singapore Prime 
Minister Lee 
Kuan Yew's visit to New Delhi where 
he discussed the issue with Rajiv 
Gandhi, India's diplomatic trouble- 
shooter Natwar Singh flew to Moscow 
to talk with Soviet officials about 
Lee's ideas. Rajiv passed through Ho 
Chi Minh City earlier this month to 
hold discussions with Vietnamese 
party leader Nguyen Van Linh. India 
is interested in taking part in an 
international peace-keeping force to 
prevent a Khmer Rouge takeover in 
the event of a coalition headed by 
Prince Norodom Sihanouk being set 


up. 
HAPPY HOUR 


While Indonesia's new Foreign 
Minister Alt Alatas has said he will 
continue efforts to persuade all 
Khmer factions in the Cambodian 


SKETCH by Morgan Chua 






utes after he arrived from the US, officials 
said (/4 Apr.). Win Chadah, the former 
agent of Bofors, testified on alleged | 
kickbacks in a US$1.3 billion arms deal (15 
Apr.). Ten people died in a three-hour gun 
battle between security forces and Sikh 
separatists barricaded in a northern Indian 
farmhouse, police said (/7 Apr.). Six ex- 
tremist Sikhs were killed in a two-hour gun 
battle with security forces (79 Apr.). 


MALAYSIA 

The Supreme Court upheld the death 
sentence imposed by a high court on British 
national Derrick Gregory for heroin traffick- 
ing (79 Apr.). 


PAKISTAN 

President Zia-ul Haq said that he be- 
lieved sabotage caused explosions at an arms 
dump (14 Apr.). 


SOUTH KOREA 

Former president Chun Doo Hwan re- 
signed from all his e and private posts to 
accept responsibi ity for his brother’s in- 
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| scornfully refer to the proposed 


conflict to take part ina "cockta 
party" — an informal meeting — 
proposal conceived by his 
predecessor Mochtar ; 
usumaatmadja — the name wi 
Alatas is known to be unhapp: 
the description of cocktail p 
such a meeting to be heldi 
predominantly Muslim Indon 
Bangkok, where the Thais have never 
been happy about such a meeting 
being held without insisting on | 
Vietam's attendance, some officials. 
in the Foreign Ministry now : 


session as a "happy hour." 


OBSERVER TE, IM S 
UN Secretary-General Javier Per 
de Cuellar will soon ask nine = 
countries, including Australia and 

Fiji, to send observer teams to 
Afghanistan to monitor the Soviet 
troop pullout to begin on 15 May. - E 3 


RELOCATION BLUES 

The non-communist International | 
Confederation of Free Trade Unions | 
(ICFTU) wants to relocate its Asia- - 
Pacific regional office from New 
Delhi to Bangkok, but the Thais' 
response has been lukewarm. 
Although the Thai authorities have 
not made an official decision yet, E 
security officials have let it be known. | - 
that they fear the ICFTU's presence |- 
in Bangkok may fuel labour unrest. 

As an alternative, the ICFTU has de 
considered moving to Singapore, but .| - 
the reaction of the Singapore 
Government is unclear. 
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volvement in a massive corruption scandal E 
(13 Apr.).A worker jailed forleadingastrike | - 
at Hyundai Heavy Industries challenged the | 
| company president in a race for a seat in the | - 
national assembly, it was reported (15 Apr.). | 
Thousands of striking shipyard workers = 
marched in the streets in defiance of a gov- | 
ernment warning that it will deal strictly with 
illegal labour protests (76 Apr.). 


SRI LANKA io 
Muslims in Colombo closed their shops | 

and businesses to protest against violence in - 

the east in which at least 17 people were kill- 

ed, police said (78 Apr.). 


TAIWAN ; 
The post office accepted letters addressed ` 

to China for the first time in almost 40 years 

(18 Apr.). ju 


VIETNAM 

Indian Prime Minister Gandhi, ona stop- 
over in Hanoi, pledged support for Vietnam's 
call for a peaceful settlement of its dispute 
with China over the Spratly Islands (17 Apr. ) 
















By James Ciad in Manila 


n 13 May, a US federal court in San 

Francisco will hear arguments to 
dismiss charges against two men ac- 
cused of illegally transporting explo- 
sives nearly seven years ago. Grave po- 
litical consequences hang on Judge 
Robert Schnacke’s decision: if charges 
against Steve Psinakis and Charles 
Avila proceed to trial, prominent mem- 
bers of President Corazon Aquino’s 
government run a high risk of being seri- 
ously embarrassed. 

When US agents arrested Psinakis, 
an American citizen, on 5 July last year, 
Aquino and her government promptly 
lobbied to have the case dropped. 
Aquino expressed “shock” and dë- 
scribed Psinakis as a "friend." Vice-Pre- 
sident Salvador Laurel, former execu- 
tive secretary Joker Arroyo and other 
officials privately expressed dismay to 
the US Embassy (REVIEW, 20 
Aug. '87). Avila has avoided ar- 
rest by remaining outside the 
US. 

Ninety of 197 lower-house 
congressmen wrote to US Sec- 
retary of State George Shultz. 
Their unpublished, 25 July 1987 
letter said the arrest "has grave 
negative implications affecting 
Philippine-American relations.” 
Nearly two-thirds of the Philip- 
pine Senate, which then had 24 
members, also wrote to Shultz 
on similar lines. 

Psinakis and Avila were close 
to the president’s late husband, 
Benigno Aquino, who was in 
exile for more than three years 
in the US before his return in 
August 1983 to Manila where he was as- 
sassinated at the airport. Both men also 
worked closely with other prominent 
émigrés opposing former Ferdinand 
Marcos. Some exiles, though not all, 
dabbled in terrorism. During 1980-82, 
there were explosions in Manila hotels, 
conference centres and department 
stores in which up to four American citi- 
zens died. 

Many former émigrés now hold 
prominent positions in Aquino’s gov- 
ernment. They include Foreign Secret- 
ary Raul Manglapus, senators Jovito 
Salonga (also the senate president) and 
Heherson Alvarez, and lower-house 
members Raul Daza (the assistant 
majority floor leader), Bonifacio Gil- 
lego and Teresa Aquino Oreta (the pre- 
sident's sister-in-law). 

. They once belonged to the Move- 
ment for a Free Philippines (MFP), 









Daza; Manglapus: provoked by Shultz j 


which was created by Manglapus. It was 
the most prominent of the US-based 
anti-Marcos groups. Avila, now a town 
mayor and a United Coconut Planters 
Bank director, acted as MFP courier to 
the Philippines. 

Last September, US Ambassador 
Nicholas Platt gave a no-budge re- 
sponse from Shultz to the intense, pro- 
Psinakis lobbying. The case is "a US 
prosecution of a US citizen for terrorist- 
related activities committed in the US,” 
Shultz said. The indictment resulted 
from actions “directly linked to terrorist 
activities in the Philippines, including 
bombings that were deliberately 
targeted against innocent US citizens.” 

Shultz’ reply provoked Alvarez, 
Daza, Gillego, Manglapus, Oreta and 
Salonga to send a further note, dated 8 
October. "Our people are trying to for- 


give and forget [US Government] sup- 
port to the ruthless Marcos dictatorship 
...until its collapse in February 1986," 
they told Shultz pointedly. Thev de- 
scribed Psinakis as a Philippine 
"Lafayette," a Frenchman who aided 
the 1776 American Revolution, and 
said his prosecution “will surely open 
old wounds.” Shultz ignored this. 

he charge-sheet against Avila and 

Psinakis suggests what these “old 
wounds” might be. A 2 December 1986 
indictment against the two says the ac- 
cused “knowingly did conspire . . . with 
other persons both known and un- 
known to the grand jury [convened to 
consider evidence for indictment]." The 
REVIEW understands that the grand jury 
has issued still-sealed indictments against 
various other MFP members, some of 
whom are involved in the lobbying. 
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Aquino faces embarrassment over the Psinakis affair 


Arm-twisting all roun 


Papers from a separate, 1985 legal 
action show that Washington’s investi- 
gation went well beyond Avila and 
Psinakis. A US Customs Service af- 
fidavit, filed in August that year against 
a Washington-based action to obtain 
government information, noted “an ex- 
tremely sensitive investigation of the 
MFP” was still under way. 

It also said “indictments have been 
prepared against leaders of that organi- 
sation and will be presented before the 
grand jury at a later date.” These inves- 
tigations, it said, concerned “the ex- 
porting of explosives to the Philippines 
and the training of Filipino and 
American terrorists in bomb-making 
techniques at sites in Arizona and 
northern Mexico during 1980 and other 
years.” 

It is alleged in Manila that the US is 
playing a double game with the 
Psinakis prosecution — issuing 
statements supporting Aquino 
on the one hand but persisting 
with the politically explosive but 
otherwise "small-beer" charges 
to keep a “hold” on the Philip- 
pines. 

Psinakis is doing what he can 
to reinforce that impression. On 
7 April, he and Avila described 
their indictment as an "invidious 
act... to embarrass the Aquino 
government and to pressure it 
for concessions, especially durin 
the US bases [in the Philippines! 
negotiations.” Talks on the 
leases began on 5 April. 

The 13 May hearing on 
Psinakis' motion to dismiss the 
charges will consider three grounds: 
delay, "discriminatory prosecution" 
and "misconduct and abuse of process." 
In support, Manglapus, Alvarez and 
others have contributed affidavits. They 
claim the original investigation against 
Psinakis and Avila was politically in- 
spired by President Reagan's earlier, 
pro-Marcos policy and they give ac- 
counts of their own harassment while in 
the US. 

In a 12 April interview, Psinakis, 
who is on bail, told the REVIEW that 
Shultz sees the case as a useful way to 
apply pressure on Aquino's govern- 
ment. He claims the charges them- 
selves, which he denies, originated from 
low-level US officials whom he had ac- 
cused of collusion with Marcos agents. 

There is no sign the US will budge. 
More politically embarrassing indict- 
ments may be in store for the Aquino 
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corruption 


- links 
- George Bush and Marcos. Alvarez’ af- 
 fidavit, for example, says Imelda Mar- 






t later this year, including 
| cases now being finalised by 
a federal grand jury in New York. Those 


targeted for indictment include several 


senior and serving officers ofthe Armed 
Forces of the Philippines. 

Meanwhile, Psinakis seeks pressure 
from: ila to dislodge the case. He 
clout — his wife belongs to a 

ness familv, the Lopezes 
may not be enough. Rela- 
en Aquino and the Lopez 
* strained, and the presi- 
:ntly halted a buy-back scheme 
ed last year to enable the Lopezes 
gain control of an electric uti- 



















Sources said that in recent months 
the. highest levels of the Aquino govern- 
ment have made no further demands on 
the US Government about the impend- 


ing trial. Psinakis may have other lever- | 


age, however. Filipino sources familiar 
with the case say he has held out the 
prospect, not too subtly, that he might 
"bring down the house" if he alone is 
brought to trial. When interviewed, he 
flatly denied this. 

Psinakis supporters also suggest he 
may have information showing close 
between | US Vice-President 


cos had said in 1980 that Bush had as- 
sured her that US-based Marcos oppo- 
nents would be targeted. 
$6 A number of Filipinos, some within 
our government . . . believe the 
Reagan administration has not com- 
pletely disassociated itself from its past, 
close alliance with Marcos . . . not- 
withstanding statements of unequivocal 
support for our government," the 8 Oc- 
tober letter from Salonga and others to 
Shultz said. The REVIEW has learned, 
however, that Bush has agreed to swear 
an affidavit denying such allegations at 


any future Psinakis trial. 


Lobbying for a quick solution to the 
Psinakis affair ignores the pluralist na- 
ture of the US Government. Even if the 
US State Department wished to have 
the charges withdrawn, which appears 


. doubtful, the Justice Department might 


not oblige. Sources remark that the Jus- 
tice Department's case has had to be 
strong to overcome objections that a 
prosecution risks jeopardising relations 
with Manila. The case will go to trial in 
June and July if the court rules against 
the motion to dismiss. 

For Psinakis and the Philippine Gov- 
ernment, a 16 March 1982 letter from 
Benigno Aquino, then at Harvard, has 
proved prescient. “I am still trying to 
mitigate the harassment of our people, 


| especially Steve Psinakis," he wrote to 
| a Manila-based opposition figure. "If 


Raul [Manglapus| and I openly identify 
ourselves with anti-US imperialism 


forces, I'm afraid all inhibitions will be 
| pulled and the US attorney in California 


will throw the book at our people.” m | 
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SINGAPORE 


Behind bars, again 


Claims of torture lead to the re-arrest of ex-detainees 


By Margaret Scott 


|" defiant contradiction of the Sin- 
gapore Government's version of last 
year's "Marxist" conspiracy, nine of the 
22 people originally arrested issued a 
statement claiming their televised con- 
fessions were coerced by beatings, in- 
timidation and deceit. Authorities 
swiftly responded the next day, 19 
April, by re-arresting eight of the nine 
who signed the four-page statement. 
Patrick Seong, a 34-year-old lawyer 
advising some of them, was also ar- 
rested. 

Since the first detentions in May and 
June 1987 under the Internal Security 
Act (ISA), which allows for detention 
without trial, ministers have repeatedly 
denied allegations of abuse, challenging 
former detainees to take legal action if 
they had any complaints about their 
treatment. The nine said their state- 
ment was a rebuttal provoked by such 
official comments. In the event, it 
triggered the government’s 
move to silence them. 

The government’s action 
may have awkward conse- 
quences, however. Any 
further recantations made by 
those re-arrested will have lit- 
tle credibility both inside and 
outside Singapore. Further, 
the re-arrests revive the ques- 
tion of what possible threat to 
Singapore's security is posed 
by these young professionals. 
At the time of their initial ar- 
rest last year, they were ac- 
cused of aiding a clandestine 
Marxist plot to infiltrate 
Roman Catholic Church 
groups, a theatre company, 
student organisations and the 
opposition Workers’ Party. Now there 
is the additional question of how long 
the government intends to detain them. 

Over a three-hour period on 19 
April, teams of Internal Security De- 
partment (ISD) officials arrived at the 
homes and offices of those who signed 
the statement. Only one of the sig- 
natories, lawyer Tang Fong Har, es- 
caped arrest as she was abroad — over- 
staying the time allowed her by the gov- 
ernment to visit her husband in Britain. 
Arrest documents said the Home Minis- 
ter was satisfied that “in view of the 
statement [the action] is necessary in the 
public interest." 

Those re-arrested were Teo Soh 
Lung, a lawyer; Kenneth Tsang, an ad- 
vertising executive; Wong Souk Yee, an 
amateur playwright; Kevin De Souza, a 
recent law graduate; Yap Hon Ngian, 
who works for the Singapore Broadcast- 
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from ISD officials. The officials 


sociation in Singapore.” 

















ing Corp.; Chng Suan Tze, a lect 
the polytechnic; Ng Bee Leng 
social worker, and Tang Lay Í 
lawyer. All were released between Ju 
and December. Except for Ng and 
Tang, who were the first to be released, 
the rest had been given a year-long de- 
tention order that had been suspend 
ontheirrelease. —. Bb. 
The statement resulted from wee 
of tense discussions involving nearl 
of the ex-detainees, despite warrn 


apparently particularly alarmed by con 
tacts between the ex-detainees and thi 
foreign press. i 

By the time the statement w 
drafted, only nine decided to sign it, 
full knowledge that its release coulc 
lead to their re-arrest, relatives said 
“We make this statement now because 
of this constant barrage of government | 
taunts and its public invitation to speak. | _ 


SKETCH by Morgen Chus. c 





the truth on the conditions we weresub- |: 
jected to under arrest and detention," | 
the nine wrote. 

In the statement, the nine denied the |. 
existence of a Marxist network and i|: 
charge that they were compelled to ap- 
pear on TV and utter confessions which |^ 
"were grossly distorted and misrep- |. 
resented by editing and commentaries | 
... We were never a clandestine com- | 
munist or Marxist network and many of . 
us did not even know or know of one |. 
another before the arrests. We were |. 
rather . . . exercising our constitutional 
rights to freedom of expression and as- - 






















statement alleges harsh interrogation 
with some being denied sleep for as long 
as 70 hours or being made to stand 
under the blast of air conditioners. 
“Most of us were hit hard in the face, 





j tions . 









days of interrogation.” 


Chew Kheng Chuan, one of the ori- | 


ginal 22 who decided not to sign the state- | 
ment, said the release of the statement | 
was delayed a week so as not to coincide 
with Prime Minister Lee Kuan Yew's 
visit to the US and his address to the 
American Society of 


some of us for not less than 50 times, | 
_| while others were assaulted on other | 
«| parts of the body, during the first three | 





mM 





Newspaper | 


Editors. Lee went on to Italy and was | 


expected to return to Singapore on 23 
April. “They did not want to embarrass 
the prime minister by i issuing the state- 
ment just as he was meeting American 
journalists," said Chew. 

Chew, a Harvard graduate who runs 
a typesetting business, said that all the 
former detainees except the three who 
are students were invited to sign. "In the 
end, each person had to decide whether 

or not he could face re-arrest. If the 
answer was no, he didn't sign." 

A former detainee said there has 
been a definite shift in attitude in recent 
months among the 21 who had been re- 
leased. (Vincent Cheng, labelled by the 
government as the lynchpin of the al- 
leged Marxist plot, remains in deten- 
tion.) At first, he said, they were scared 
and hesitant to speak about their deten- 
tions except vaguely and anonymously. 
However, the spate of public comments 
by government officials began to rankle 
with the former detainees, one said. "It 
all left us feeling asif we had been raped 
and then the rapist ordered us not to re- 
port to the police," he said. 


ee Hsien Loong, the minister for 

trade and industry and the prime 
minister's eldest son, said in a BBC in- 
terview in February: "If we have in any 
way maltreated or ill-treated or tortured 
any of the detainees, file a police report, 
bring us to court. The courts can decide. 
They have not taken it up. We don't ill- 
treat people. We don't beat people." 
He added that a mother of one of de- 
tainees said that her child had put on 
weight while in detention. 

Another official, in a letter to the 
REVIEW, said: "The interrogation of 
persons engaged in security threats and 
subversive conspiracies is not an invita- 
tion to a dinner, as Mao said of revolu- 


apology for their effectiveness i in uncov- 
ering the truth without torture." 

On the night of the arrests, the 
Home Affairs Ministry issued a short 
statement confirming the arrests adding 
that a fuller statement was to come 
shortly. Former Law Society president 
Francis Seow, acting as Teo's lawyer, 
said he plans to file a writ of habeus cor- 
pus. Param Cumaraswamy, chairman of 
the human-rights committee of the 
Malaysian Bar Council, said “the latest 
spate of arrests in Singapore under the 
ISA is yet another sign of the deterio- 


rating state of human rights in the re- | 


gion. 
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The government makes no | | 


By Shim Jae Hoon in Kaohsiung — 


-quarrelsome factions failed to rally behind : 


is adamant that Taiwan remain a part of Chi nearly tore’ ) 
during the party's November 1987 annual national convention in Taipei. 


leaders for years. These leaders insist that the indi 
other side of their political coin of achieving democrati 
based government in Taiwan. 


rights lawyer, likes to describe as an. “immi an egime,” 
"Taiwan. The KMT represents a “Chinese politie it 


tween the DPP’s radical New Movement faction 
‘dom to promote independence, an 

party’s Formosa Group, which ‘advocates 
| political-liberalisation i issue as a more prs JY 
 tosecuring Taiwan'sfuture. — ^ 
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| nee averted when the moderates S gened ontrol 
a a qui fatiorm 
stating only the party's general directioi oh 
legates, Yao appealed to “all p werful countrie 
. their dealings with China and the Soviet Union. 
belongs to the people of Taiwan,” he said, “ 
J Taiwan's international status must be ma 
agreement with all residents of Taiwan.” - 


gates. One came from the present internation: 
reasons, “ignores” the interests of ethnic T 


China," he argued. The statement took the DP 


| delegates to Taiwan's Legislative Yuan, the in 


 prisonment, respectively. 


it would demand independence: if the 
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. Taiwan by force, or if the KM 
_ The KMT was relieved that the resolut 
. mediate confrontation with the DPP. _ 













"Muted independence t 


| : The opposition DPP baülkéd e at tadvocating secession from China 









|f hen the opposition Democratic Pr 


"r ) ee Party DPP) h held an ex- 
traordinary convention here on 16 April, it came as no 

































































The highly sensitive issue — Peking, | like Taiwan ru g pro- 







And yet Taiwan independence has stirred the arts of many opposition. 
idenc fe the 


For many of them — moderates and hardline refo 
symbolises their rejection of the mainland-rooted H 
ruled the island since 1949. It is what DPP cha 


“Taiwanese identity,” he Says. o d 
On the independence issue, the convention. ch 


and moderate 
A new round of tension between th ie t 


stopped just. short o f making 
of the DPP's official pla 






In his keynote speech, presented to 





the US and Japan,” not to use Taiwan as a strategic ca 


Taiwan’s movement for democracy fa í 


dent unit. It does not belong to any country, i incl idi 
for secession from the mainland. 

Yao said the second challenge. comes from 
with the KMT failing to respond to the DPP's 


national assembly’ s Presidential Electoral 


. probably result in the removal of most of thos 
elected from mainland constituencies in 1947 and 
the KMT's claim to be the legitimate govel 

-- government of Taiwan. |. 


In exchange for strong. wording o on Taiwan 


`- the New Movement faction withdrew its demand fi for s a new cla 
_ platform which would have said *The people of Taiwa 

. cate Taiwan's independence." The proposed cl: 

- of dissidents Hsu Tsao-teh and Tsai You-chuan 


precisely this line. The two were subsequently sen 


Underlining the party’ s. collectives adheren 
general, the new resolution defines four coi 


king; if it *sold out" the interests of Tah 
T failed to 
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THE PRECISE PASSAGE OF TIME IS MEASURED IN 
THE STRENGTH OF SAPPHIRE AND STEEL BY DUNHILL. 






P | hy 


(S | p f 


Everything that carries the Dunhill name has to be the best of its kind. It has to have a 
lasting beauty and be both useful and dependable. To this end the skills of the finest craftsmen are 
used to work the most precious metals or supple leathers. Dunhill has become a hallmark not 

just of inherent British values but of quality the world over. 





The Dunhill Watch. The sapphire glass is second only to diamond in hardness and 
the meticulous enamelling ensures the clarity of the classic face. It has a Swiss movement for supreme 
accuracy and the case of satin steel ensures that the watch is not only elegant but extremely durable 
In short, this watch will continue to give a precise measure of the passage of time. 
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^ ] Wheny you re considering the | 

i - possibility of a merger, an acquisition or a 

divestiture, good prospects are few and far 
between. l 

TUM Ana: even re a good prospect, the 

p Tight opportunity can be a fleeting one. 





If all of the many 
resources ss required to complete 
| the deal aren't at your immediate 


£ 


. disposal, a'window of opportunity' 





T EM can sudden y close, atany ofa 
DE number of stages. inthe p roceedings. 





Wr Leaving you on your own in the dark; 
en likely with bruised fingers. 

: But Chase can make things easier 
a from the word go. 

| " Ouri international 

: Dese OE gives us an unsurpassed 

| : awaren ess of which compa nies 
are in the ma rket — and for what — 





virtually anywhere in the world. - 

We can locate prospects that other 
banks simply haven't got wind of. 

And having done so, we're better 
placed to fasten onto them. Fast. 

Because, unlike other 
banks, we have mergers and 

acquisitions teams on the spot, and 





in the know, in every major 
f EET centre around the world. - 
Armed with very considerable 
expertise and backed by specialists with career 





to talk about those ‘windows of opportunity. — 


For further information in the strictest confidence, contact Pat Alexander in Hong Kong on (5) 8431308, 
Hasan Askari in Tokyo on (3) 287 4100, or Lim liew Keng in Singapore on 530 4246. 














experience i in | every y majo 
electronics, plastics, texti le 
mining, petroleum and ent 
name but a few. | 
Which means tha 

unusually clear understandin 
So that whethert 

you'll receive a more accura 
valuation, and better ad 
strategies and tactics | 
Finally, we 

arsenal of funding optior s; 


timi ~ - -y 


And our special 
underwriting, placement and 
leveraged buyouts, corporate: restructu ring and | 
asset deployment will Work with you to to help you — 
get what you want. | E - j 

Our' prospecti ng power aad speed. : v 
of response — and our abili ity tc to deliver the x 
necessary mergers. and acquisiti ons and. | 
financing skills — all stem from one thing. | 

Our total ¢ global banking capability : 

Integrating. size. internati ional network 
and highly specialized industry knowledge T 
with the broadest array of commercial and 
investment banking products and services, this 
capability is what sets us apart from all other 
financial institutions. 







And it's available to you world wide. 


Call us now, in complete confidence 


We think you'll see the light. 









To Europe via FRA. 
And you're right on target. 


Raise your sights for Frankfurt when you 
take aim for Europe and you won't fall 
short of your objectives. You don't have 
to look too far to see just exactly where 
Frankfurt lies. At the heart of Europe and 
at the pulse of central Europe's highway 
network. FRA is host to more than 80 
international scheduled airlines and also 
boasts 230 flights daily to every other 
corner of the continent. Little wonder 
that with great connections, fast, effi- 





FRA is host to up to 85 international scheduled airlines 


cient handling on the ground ar 
through Tradeport Frankfurt, which c 
fers duty-free and tax-free storage for u 
to five years, Frankfurt is Europe's No. 
airfreight hub. Take the FRA way t 
Europe and you've hit the bull's-eye. 
Please contact Flughafen Frankfurt Mai 
AG, D-6000 Frankfurt/Main 75, Tele 
414 959. Or our representative in Hon: 
kong: Mr. Paul Eidens, c/o ITSG, Te 
5-8 92 13 21, Telex 8 37 37. 


Flughafen 


Frankfurt Main AG 









ne party may be over 





PD!'s youthful support suddenly melts away 


By Rodney Tasker in Jakarta 
| ear ago, hundreds of thousands of 
inly young people took to the 
Jakarta to show their support 
| ndonesian Democratic Party 
i; d n the general election. Those 
heady days are over; the PDI is rapidly 
losing popularity and its leaders are 
staving off an energy-sapping challenge 
| from dissident old-guard members. 
| Under Indonesia's party system, no 
party is allowed to challenge seriously 
the government's dominant Golkar po- 
| litical organisation. PDI had looked as if 
| it might during the April 1987 election 
— certainly, many of its youthful, 
| mainly middle-class supporters, includ- 
| ing children of government officials, 
thought so — and the party's historic 
nationalist link with Indonesia's charis- 
matic founding president, Sukarno, was 
a powerful rallying point. 
Inevitably, Golkar prevailed, taking 
73% of the vote, and has since shown it- 
self to be developing into more of a poli- 
tical party. The PDI's large following 
. pushed its number of seats in parliament 
from 24 to 40, mainly at the expense of 
| 
| 
| 








the other party allowed by the govern- 
ment to take part in the election, the 
Muslim-backed United Development 
Party (PPP). 

At the People’s Consultative Assem- 
bly (MPR) in March, however, the PPP 
had a gutsy showing, even at one point 
thrusting its chairman, Jailani Naro, 
into an unprecedented challenge for the 
vice-presidency. The PDI put up a 
lacklustre showing which, together with 
its internal problems, indicates it is now 
in danger of being left behind in what 
some analysts cautiously view as a drift 
towards a more full-bodied political 
party system, 

Many analysts agree that at least for 
the moment, with President Suharto 
probably now embarking on his final 
five-year term, a party system may be 
emerging under a New Order which of- 
ficially does not allow opposition parties 
in the Western sense. 

Although the PDI has hammered 
| away at the popular issue of corruption 

in the government and the flagging 
economy, it has not fulfilled the largely 
unrealistic expectations of its support- 
| ers to act as a David against the Golkar 
| Goliath in parliament. As one analyst 
commented: "Unfortunately for the 
PDI leadership, many of the youngsters 
who supported the party in the last elec- 
| tion are disappointed with the leader- 
| ship." 
| But, as PDI general secretary Nico 
Daryanto wearily told the REVIEW, the 
party was hampered during the MPR 
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| session by 17 dissident colleagues who 


appeared bent on undermining the | 


party leadership at every turn. The dis- 
sidents accused Daryanto, 51, and party 
chairman Soeryadi, 49, of being too 
young, ineffective and even anti-religi- 
ous. 

Daryanto claimed that apart from 
stemming from personal ambition, the 
challenge to the leadership-mainly re- 
flected the divergent interests repre- 
| sented in the party since it was formed in 

1973 by the fusion of Sukarno’s old 
Indonesian Nationalist Party (PNI), 
Christian and other parties. “The PDI 
has always been in difficulty in terms of 
unity,” he said. Daryanto, a Roman 
Catholic business executive, and So- 
eryadi, a veteran nationalist politician, 
were appointed to their party posi- 
tions when then armed 
forces chief Gen. 
| Benny Murdani and 
| then home minister 
| Suparjo Rustam were 
| called in to settle a PDI 
leadership quarrel in 
1986. 
All 
dents are former PNI 
members, some of 
| whom have been 
| members of parlia- 
ment since the 
| Sukarno days in the 
| 1950s. Twelve of them. 
| now sit in the current 
| parliament. Apart 
from any sincere con- 


Matin te Uem Parra m errs ar 


the 17 dissi- 


cern they might have 
about the PDI leader- 
ship, it seems that the 
dissidents have also 
tried to exploit rivalries in government 
circles to oust the party leadership. 


Sine Murdani was instrumental in 
selecting the current PDI leaders, 
the party has been identified as being 
close to this tough, powerful military 
figure. At the MPR session, which also 


re-elected President Suharto and 


elected the new Vice-President Sudhar- | 
mono, many politicians thought that 


Murdani was about to fall completely 
from power — in fact he was made de- 
fence minister. The dissidents thought 
that ifthey quickly cameoutinsupport of 
Murdani's rival, Sudharmono — before 
the PDI leaders did — they would gain 
official favour and more party support. 
After the MPR session, the dissi- 
dents played their hand again in what 
amounted to an attempted coup against 
the PDI leadership when a national 









| 


Daryanto: hampered 


| party management mee 


by dissidents. | | 
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to discuss the results of the MPR. 
dissidents — including party chair 
from provincial chap t 

East Java, West Kalin 5 
Sumatra — signed a pe 

























the sacking of the entire PDI executive 
board. and for West Java chairman 


Dudy Singadilaga, a lawyer, to replace 
Soerjadi as chairman. E 

The move backfired when othe 
party officials from 25 of the countr 
27 provinces demanded their dismissa 
from the PDI. The eight were sub 
sequently thrown out of the party, with 
the government’s tacit blessing. Others. 
were told they would get nowhere in the 
party until they had shown they could: 
act responsibly. 

The PDI’s internal troubles and its 
waning popular support played into the. 
hands of the PPP. Party chai ài 
Naro's challenge to Sudharmoi | 
didacy for vice-president 
only dropped just before 
would have come to à vote, 
himself and his party widespread ad 
tion, including a nod from some 
government officials. The party's: at 

FRANK KOLLER tempts to relax the. re- 
strictive election laws. | | 
and widen religious | 
education in schools |. 
also drew applause |. 
from those wanting to. | 
see more purposeful i 
activity from the non= | - 
Golkar parties. | 

“Many youngsters 
have come to me since | 
the MPR saying that |. 
this is what they want," |. 
Naro told the REVIEW. 
Naro, a lawyer from 
West Sumatra, is now 
publicly stressing the 
open nature of a party 
which has traditionally 
been regarded as Mus- 
lim-oriented only. This 
is an attempt to attract 
disenchanted PDI sup- 
porters, as well as to woo back fervent p 
Muslims who had left the party before |. 
the 1987 election. Tes 

Some sources say, however, that re- 
ligious groups which had been thinking |. 
of going back to the PPP after its strong 
showing in the MPR have been put off 
by Naro's attempts to open the party to 
non-Muslims. 

Whatever the ups and downs of the 
PDI and PPP, the parties could change 
from formal democratic adornments to 
participants in a more realistic party sys- - 
tem. If Golkar proceeds on its evident 
course from an armed forces-bureau- | 
cracy vehicle to a real ruling party, op- |. 
timists say the situation might lead to a - 
system in which political parties have a | 
real say in how the country is run. | | 

But that will largely depend on | 
whether Suharto feels such a system is 
safe to hand over to his successor. — 
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liberal policy on citizenship for 


ethnic Chinese is attracting an increas- 


ing — though still small — number of 


. Overseas Chinese from around the re- 
gion. Some arrive with capital to invest 
- 4n the island's booming economy while 
"Others come seeking work in its fac- 
tories. A few look to Taiwan as a refuge 
from the laws of other governments and 
the door is open to many of these as 
well. 


Under the Nationality Act, promul- 
gated in 1929 when Taiwan's Kuomin- 
tang (KMT) ruled all of China, citizen- 
ship in the Republic of China (RoC) is 
granted to anyone — regardless of 


. birthplace or current nationality — who 


can prove that at least one parent is 
ethnic Chinese or to women who are 
married to ethnic Chinese. Such easy 
access to citizenship has in recent years 
drawn Overseas Chinese from the 
Philippines, Indonesia, Hongkong, 
Malaysia, Thailand and Singapore in 
search of economic opportunity and re- 
sidence. 

Bureau of Entry and Exit statistics 
show that 7,845 Overseas Chinese en- 
tered Taiwan seeking resettlement in 
1987, compared with only 2,571 the pre- 
vious year. However, the real figure for 
those seeking permanent residence may 
be twice the official figure because 
many Overseas Chinese entering as 


Taiwan's open door 


Economic success and easy citizenship lure Overseas Chinese 


By Shim Jae Hoon in Taipei and Emily Lau in Hongkong 
| T aiwan's economic success and its 


"visitors" stay on without formally 
changing their immigration status. 

Officially, the government welcomes 
all Overseas Chinese seeking resettle- 
ment but, in practice, the red carpet is 
reserved for those with capital to invest. 
John Ni, director-general of Taiwan's 
Industrial Development and Invest- 
ment Centre, which falls under the con- 
trol of the Economic Affairs Ministry, 
says the number of Overseas Chinese 
investors has been increasing — from 80 
approved investment applications, to- 
talling US$64.8 million, in 1986 to 117 
such applications amounting to US$195 
million last year. 

This three-fold increase was despite 
the recent appreciation of the New 
Taiwan dollar. Most of the capital was 
invested in the manufacture of gar- 
ments, electronics and chemicals. 

“We don’t discriminate against non- 
investors,” Ni said, pointing out that 
Taiwan offers no special concessions on 
citizenship to potential investors, as do 
the Philippine and Singapore govern- 
ments. In any case, Taiwan has at- 
tracted a number of big Overseas 
Chinese investors. For example, Tai- 
pei's Asiaworld Hotel is owned by a 
Chinese from the Philippines, the New 
Hyatt by a Singaporean Chinese and the 
Mandarin by a Thai Chinese. 

Nis arguments notwithstanding, 
many newcomers seeking employment 
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portunists who stayed away during the 
lean 30 years following World War H 
but who now are eager to reap the be- 
nefits derived from the hard work of 
those who came before them. 

“Overseas Chinese are welcome 
here so long as they bring money for in- 
vestment. But for those looking for 
work, no — they are not welcome at 
all,” an Overseas Chinese from Manila 
told the REVIEW. 

The media has been particularly criti- 
cal of Overseas Chinese fleeing from 
the authorities of other countries in the 
region to Taiwan. In the 1960s and 
1970s, many ethnic Chinese business- 
men absconded to Taiwan with bor- 
rowed funds, leaving banks in their 
former home countries to absorb the 
loss. Many easily acquired RoC citizen- 
ship under Taiwan's liberal laws. How- 
ever, this trend has declined in recent 
years, officials say. 


M any of Taiwan's new immigrants 
come from the Philippines, where 
the troubled economy has left a lot of 
people in desperate need of jobs. In- 
donesian Chinese are also beginning to 
make their presence felt here, though it 
is difficult to determine just how many 
come here to stay. About 30,000 mostly 
ethnic Chinese Indonesians visited 
Taiwan in 1987. These were mostly 
businessmen and students. — 

Taipers policy. towards Hongkong 
Chinese differs somewhat from that to- 
wards other ethnic Chinese because 
of political considerations. Officially, 
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aiwan has long been a favourite 
hideout for fugitive corrupt police- 
men and other criminals from Hong- 
kong because it has no diplomatic rela- 


. tions or extradition treaty with Britain. 


An additional attraction is Taiwan's 
flexibility in dealing with crimes com- 
mitted in other countries by Chinese 


. who acquire Taiwanese citizenship, 
. either before or after committing their 
offences. 


The Hongkong Government is un- 
derstood to be looking for about 250 


- people around the world in connection 


with commercial crimes alone, about 


. half of whom used Taiwan as their first 


stop after fleeing the territory. But 
while there are no statistics on the 
number of Hongkong fugitives hiding in 


- Taiwan, a Hongkong official source 


insisted that those Hongkong fugi- 


. tives who decided to remain in Tai- 


wan permanently numbered “only 


; The island sanctuary 


-. |. Flexible approach attracts fugitives from Hongkong justice 


in tens rather than in hundreds.” 

The source said it was surprising that 
the figure was so low given Taiwan's 
proximity to Hongkong and the lack of 
an extradition arrangement, In the past 
eight months, Low Chung Song and 
Low Chang Hian — two brothers who 
jumped bail in January and fled to 
Taiwan shortly before they were due to 
face fraud charges over the collapse of 
Hongkong's Ka Wah Bank — were the 
only two people to have fled to Taiwan, 
he said. 

Fugitives known currently to be hid- 
ing in Taiwan include the Lows; the 
brothers Ma Sik-chun and Ma Sik-yu, 
who absconded in the early 1970s while 
facing drug-trafficking charges and 
whose family controls the top-sell- 
ing  Hongkong-based — Chinese-lan- 
guage Oriental Daily News news- 
paper; and former policemen Lui 
Lok, Tsang Kai-wing and Tang Wan — 


| 
| 


all of whom face corruption charges. 

The Independent Commission 
Against Corruption (ICAC) alone is 
looking for about 70 people worldwide 
on warrant or who have absconded 
while on bail pending trial. In the case of 
the Lows, a government source said, 
Hongkong officials went and “knocked 
on Taiwan’s door and demanded to 
have the two suspects back.” He said 
that was unusual because normally 
there was no direct contact with the 
Taiwanese regarding Hongkong crimi- 
nals taking refuge there. : 


Hs a police source said that 
i while Taiwan stopped attending ex- 
ecutive Interpol meetings in 1986 after 
the organisation recognised Peking as 
the legitimate government of China, 
the Hongkong police maintain unoffi- 
cial contact with the Taiwan police on 
Hongkong criminals taking refuge there 
"through the good offices of a friendly 
nation," understood to be the US. By 
this arrangement, the Hongkong police 
can get information, but hàve not been 
able to bring anyone back to stand trial. 










Taipei regards all Hongkong Chinese as 
RoC citizens, not Overseas Chinese, 
because Hongkong is regarded as an in- 
tegral part of China. A Taiwan source in 
Hongkong said Taipei recognises dual 
nationality. Therefore, even Hongkong 
Chinese who have acquired foreign 
citizenship are regarded as RoC nation- 
als, unless they have formally re- 
nounced their Chinese nationality. 

The source said most Hongkong 
Chinese can obtain visas to Taiwan. Ex- 
ceptions are those who have criminal 
records or are considered to be a sec- 
urity risk — such as people working for 
communist organisations. Taiwan au- 
thorities screen Hongkong visa appli- 

| cants carefully, the source said. The 
| process usually takes a month, while 
| foreign nationals can obtain visas in 24 
| hours. Once a Hongkong Chinese gains 
| entry to Taiwan, the source said, he can 
| stay for six months. After that he can 
| apply for an RoC identity card, which is 
necessary if he wants to work or study in 
Taiwan. 

However, the source emphasised 
that Taiwan has no policy to open its 
doors to an unlimited number of people 
who want to flee Hongkong before 

1997 when, under an agreement be- 
tween London and Peking, China re- 
I 
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SKETCH by Morgan Chua 





Taiwan's Criminal Code, only certain 
categories of:crime committed by Tai- 
wan citizens outside the country may 
be prosecuted in Taiwan. Under Article 
5 are included crimes pertaining to 
seditious acts at home and abroad; cur- 
rency counterfeiting: forgery of official 
documents, cheques, financial bonds 
and drug-related offences. 

Article 7 of the Criminal Code em- 
powers the Taipei authorities to seek 
domestic prosecution of all manner of 
crimes by Taiwan citizens liable to a 
minimum sentence of three years 
imprisonment when the offences 


| 
| 
| Under the relevant two articles of 
| 
| 
| 
| 
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)verseas Chinese are welcome 
.. $0 long as they bring 
but those looking 
hey are not welcom 


sumes sovereignty over the territory. 

In October 1987, a Hongkong dele- 
gate to Taiwan's Legislative Yuan, 
Chan Yan-che, complained about the 
lack of a clear policy on Hongkong. 
“Pro-Taiwanese people here [in Hong- 
kong] are very anxious. Taipei should 
let them know what is in store for them. 
They cannot be expected to confront 
the communists and find out there is no 
escape route open after 1997,” Chan 
said at the time. 

The April issue of The Nineties, 
a Hongkong-based, Chinese-language 
monthly magazine, reported that Taipei 
will soon announce a new policy regard- 
ing Hongkong immigration to Taiwan. 

An official of Taiwan’s ruling KMT, 
who was not identified, also told the 
magazine that organisations in Hong- 
kong which unofficially represented the 
government in Taipei would not with- 
draw before 1997. Meanwhile, Taipei 
would step up its economical activities 





| Low Chung Song; Taipei business district: home for fugitives and Overseas Chinese with money. 


are committed outside the country. 

Chang Nai-hang, a Taipei criminal 
lawyer specialising in international 
cases linking Taiwan, said Taipei offi- 
cials could seek prosecution locally even 
of non-Taiwanese involved in Article 5 
and 7 crimes if they are committed 
against Taiwan citizens. 

But “if the victim is a foreigner, well, 
then, it would become a bit more com- 
plicated,” he said. In the Ka Wah Bank 
case, the Low brothers — who have 
been granted Taiwan citizenship — al- 
legedly committed the fraud in Hong- 
kong, a British territory, against a bank 
owned partly by British subjects in addi- 

























in Hongkong and use the territory as. 
conduit for investment in the mainland 
The official told The Nineties that 
opinion poll in Hongkong, commis 
sioned by Taipei last year, indicate 
that about 600,000 families want to m 
grate. Of these, a sixth said they migh 
consider moving to Taiwan. Assuming. 
Hongkong's average family to be five ii 
number, about 500,000 people migh 
want to migrate to Taiwan — a manage 
able figure, the official said. | 
The official said Taipei puts no re- 
strictions on Hongkong people invest- - 
ing in or migrating to Taiwan. He noted . 
that the government intends to create. 
new opportunities for Hongkong immi- ^ 
grants to invest in Taiwan. The official — 
said the only requirement for Hong- 
kong immigrants is that they must sup- 
port liberty, democracy and the RoC's 
political system. The bottom line, he - 
said, is that they do not engage in "sub- | 
versive activities." E AM " 
In deference to Peking, which i 
adamantly opposed to th i 
Hongkong as a base forant imuünist. 
propaganda, the Hongkong Govern- 
ment has traditionally kept tight con- | ~ 
trols on visitors from Taiwan, particu. | 
larly KMT members and government. 
Officials. ^n 
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tion to ethnic Chinese. Chang said 
he could not speculate on what Tai- 
wan's procedure for prosecution might 
be. 

The Taiwan police are keeping a 
close watch on the Low case. Respond- 
ing to a Hongkong police request for in- 
formation, they have already supplied 
the Lows' address in Taipei, said J. T. 
Chen, deputy chief of the Foreign Af- 
fairs Police Corps, a branch of the Na- | 
tional Police Administration. 

"If Hongkong police officially re- 
quested our cooperation and sent us evi- 
dence of their [the Lows'] crime, then 
we can send their case to the court 
























here,” Chen told the REVIEW. 
commitment, however, depended on 
the admissibility of “evidence” submit- 
ted against the Lows. Thus, Chen's 
statement itself could not be regarded as 
an official guarantee that the brothers, 
who he said were in Taipei "doing no- 
thing, no business," would be brought 
to trial. 

Nor was there any indication that 
they might be sent back to Hongkong. 
Chen said now that the Lows have ac- 
quired local citizenship "they cannot be 
/ repatriated. No sovereign country will 
. dothat." 

Fan Kuang-chin, a criminal lawyer 
knowledgeable on such cases, conceded 
that providing sanctuary to people flee- 
. ing from the authorities in another 
country will tarnish Taiwan's image. 
"We know such cases can blacken our 
image, but we also have this principle of 
sui generis [of the same kind] and any- 
one who can claim Chinese ancestry can 
get [Taiwan] citizenship,” Fan said. The 
. problem of dealing with overseas crimes 
- by nationals of a given country is “dif- 


ferent from the practice of granting | 


citizenship to its people," he said. 

B ut another local lawyer who asked for 
kð anonymity, said the practice of giv- 
ing sanctuary to ethnic Chinese escap- 


|. ing from prosecution abroad would pro- 


voke charges of Taiwan abusing its na- 
tionality act. He said the Taiwan Gov- 
ernment had remained so preoccupied 


in general with the political activities of | 


its overseas citizens — such as op- 
positionist Hsu Hsin-liang, who was re- 
cently in the Philippines trying to return 
to Taipei — that it has maintained a 
hands-off policy on common crimes in- 
volving overseas Chinese. The govern- 
ment, in his view, generally left over- 
seas criminal cases to the local police as 


a "routine matter" to be handled "in ac- 
cordance with the stated laws" — and 


appeared to regard it as unworthy of 

dealing with at a policy level. 
Depending on the nature of the case, 

however, Taiwan's police can react 


swiftly and efficiently to requests for | 


help from other countries. Taiwan has 
signed extradition treaties with only 
three countries — Costa Rica, Paraguay 
and South Africa. But over the past six- 


months, Chen said, at least one ethnic | 


Chinese was sent to South Korea, two to 
Japan and another two to Singapore for 
investigation and possible trial, even 
though Taiwan has no extradition 
treaties with these countries. 

And the lack of formal ties has not 
deterred the Taiwan police from main- 
taining close coordination with counter- 
parts in these countries through Inter- 
pol and through other avenues. As the 
Taiwan police also require help from 
their counterparts in other countries, it 
is understood that they try to assist and 
cooperate as much as possible, so long 
as Taiwan’s sovereign rights are not 
slighted. — Emily Lau and Shim Jae Hoon 
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THAILAND 





But for some sense 


Insensitivity prods Muslim radicals to turn violent 


By Paisal Sricharatchanya in Bangkok 


J ust when it seemed that some mea- 
sure of order had been brought to 
Thailand’s notoriously lawless deep 
south, insensitivity by provincial of- 
ficialdom towards local Muslim values 
— and the consequent violent backlash 
by radical Muslims against mainly gov- 
ernment and Buddhist targets — has 
raised communal tensions. 

It has coincided with the apparent 
| emergence for the first time of a fun- 
damentalist Islamic movement in the 
three Muslim-dominated provinces of 
Yala, Pattani and Narathiwat. As yet 
the movement does not represent a 
broad orchestrated campaign and is be- 
lieved to comprise loose bands nomi- 
nally belonging to two small 
and dwindling Muslim seces- 
sionist groups, but acting inde- 
pendently of each other and 
their parent bodies. 

The recent resurgence of 
violence was unexpected. 
Through the 1970s, Thailand's 
south was plagued by com- 
munist insurgency, common 
banditry and Muslim separatist 
terrorism — the last particu- 
larly of the Pattani Liberation 
Organisation (Pulo) and Bari- 
san Nasional Revolusi (BRN), 
though to avoid the issue 
of separatism attracting un- 
wanted international atten- 
tion, Bangkok has preferred to 
refer to them as “terrorist ban- 
dits.” 

This soon changed. By the 
mid-1980s, a government cle- 
mency programme led to massive com- 
munist and Muslim-terrorist defections. 
A respectable degree of law and order 
was restored. 

With little support from the esti- 
mated 2 million Muslims for their objec- 
tive of creating an autonomous state 
made up of Yala, Pattani and 
Narathiwat, the separatists’ cause be- 
came a lost one. From a peak of about 
1,800 armed men in 1981, Pulo and 
BRN are said to command no more than 
300 men between them today. 

Clearly, however, numbers are no 
impediment to conducting a terror cam- 
paign. Between January and March, 
heavily armed Muslim terrorists are 
said to have killed three teachers in 
Narathiwat, burned down three govern- 
ment schools in Yala, attacked two 
other schools in Narathiwat and 


Songkhla (another southern province 
with a sizeable Muslim population), and 
attempted to blow up a large statue of 
Buddha in Narathiwat. On 9 April, men 





believed to be BRN members raided à 
remote construction site in Narathiwat, 
killing five workers and leaving a note 
demanding protection money. 

Most analysts agree that the outburst 
of violence was sparked by a conflict last 
December over the wearing of the hijab 
the Islamic women's head-dress 
which reveals only the face — at the 
Yala Teachers Training College. A 
small group of female Muslim students 

who started to wear the hijab to class 
were told it violated the college's dress 
code. 

By lobbying through their Muslim 
members of parliament, the students 





managed to extract a waiver from Edu- 
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cation Minister Marut Bunnag, but the 
college administration refused to give 
in, saying the dress code was regulated 
by an independent body outside the 
Education Ministry's control. 

Against a complicated background 
of local-level personality conflicts, offi- 
cials who were insensitive to Islamic 
values and manoeuvrings by the local 
Muslim MPs, the hijab issue became 
quickly politicised. Thousands of Mus- 
lim students from nearby provinces and 
Bangkok held a protest rally in Yala, 
which forced the National Security 
Council to intervene in early February 
and temporarily relax the ban on the 
hijab. That, in turn, prompted Buddhist 
students to threaten a counter-pro- 
test. 

It was not until early March that the 
controversy subsided; Muslim students 
will be allowed to wear the hijab until 
the next academic year in June, when 
the college administration will exercise 
its discretion to alter the code. 
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Another incident which aggravated 
communal tensions was a controversial 
booklet written and distributed by 
Narathiwat Deputy Governor Sompong | 
Sriyaphan, which allegedly criticised re- | 
ligious leaders of Islam, Buddhism and | 
Christianity for furthering their own in- | 
terests. Local Muslim leaders and MPs | 
have been clamouring for Sompong's 
| transfer. 
| Southern officials and Bangkok- 
based security analysts agree that ele- 
| ments in Pulo and BRN are behind the 
| unrest and sources in the 4th Army have 
| told the REVIEW that they were inclined 
to believe factions were acting without 
coordination. 

It is believed they have twin objec- 
tives: to provoke the government into 
introducing tough suppressive measures 
which will attract more local sympathy, 
and to generate international publicity | 
which can lead to assistance from for- 
eign Islamic sources. 

While the hijab controversy might 
| have demonstrated genuine Muslim re- 
sentment against official narrow-mind- 
edness, however, other incidents ap- 
pear to be unrelated. Informed sources 
say the late January killings of the three 
teachers were primarily aimed at dis- 
crediting the local district officer, who 
had refused to cooperate with people in- 
volved in illegal logging and connected | 
with Muslim bandits. | 


| 
| 
iven the circumstances surrounding |- 
the attempted destruction of the 
statue of Buddha in late March, many 
now believe Muslim terrorists were not 
behind it. The bomb, placed at a se- 
cluded spot 7 m above ground, was de- 
fused three minutes before it was timed 
to go off. In what officials think is an ob- 
vious attempt at disinformation, a letter 
placed near the bomb purportedly re- 
ferred to an address in neighbouring 
Malaysia. 

A systematic pattern only emergesin | 
the arson attacks on the three Yala 
schools. Lieut-Gen. Visit Arjkum- 
wongse, the 4th Army commander, has 
blamed Muslim radicals who have re- 
turned recently from overseas training. 
But little credence is given to such ac- 
cusations of overseas support for the 
Thai separatist movement as they have 
been aired before, with little to back 
them, when violence has rocked the 
south. 

Whatever the case, it is clear that 
some of the terrorists in southern Thai- | 
land have been caught up in Islamic fun- | 
damentalism. Surin Pitsuwan, a Mus- | 
lim scholar and MP for Nakhon $i 
Thammarat commented: “The fun- 
damentalist movement might have 
boosted its confidence and boldness, 
but many of the problems are pegged to 
local issues. The situation was fertile for 
a retaliation against conditions deemed | oe 
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SOUTH KOREA 


| Allin the past 


| The Chun scandal is defused as an election campaign issue 


By John McBeth in Seoul 


ormer South Korean president 
|. & Chun Doo Hwan’s decision to retire 
from public life has carried the Saemaul | 
Undong corruption scandal — which in- 
volved Chun’s younger brother, Chun 
Kyung Hwan — an unexpected stage 
further. But while the scandal, and a 
whiff of higher-level wrongdoing, re- 
| mains the only real national issue the 
. opposition now has to use against the 
government, it is unlikely to seriously 
affect the ruling Democratic Justice 
Party's (DJP) chances of scoring a com- 
fortable majority in the 26 April par- 
hamentary elections. 
Although senior DJP officials say 


^. | they are not as confident as they once 


were, they are hoping to gain 5596 of the 
parliament’ s 224 seats, which would 
give them about 40 of the additional 75 
representatives to be selected through 
the proportional representation system 
for the 299-seat national assembly. 

Whether they felt they had a choice 
or not, President Roh Tae Woo and his 
advisers took something of a gamble by 
stirring some particularly muddy waters 
and bringing the Saemaul case to à 
head. In one way it has been beneficial, 
creating the impression of a clean break 
with the past. In another, it has caused 
some damage by exposing the seamy 
side of South Korea's ruling elite in 
which nepotism, influence-peddling 
and greed were clearly disturbing fea- 
tures. 

The former presidents resignation 
as honorary DJP president and chair- 
man of the Council of Elder Statesmen 
came less than two weeks after police 
arrested his brother and one-time head 
of the Saemaul community-deve- 
lopment organisation on corruption 
charges — to which his brother has con- 
fessed. Returning from a two-week visit 
to the US, Chun summoned reporters to 
his residence and told them he was step- 
| ping down from these posts because he 

felt responsible for his brother's mis- 
deeds. 
j Chun also called on the management 
|. of the [hae Foundation to change its 
name, something they are expected to 
_ do if the controversial policy think-tank 
is to retain a measure of credibility. 
Ilhae is the former president's pen 
name, one of many reasons why the in- 
stitute has been looked on as a post-re- 
tirement sinecure for Chun since it was 
founded five years ago with money said 
to have been coerced from local busi- 
ness groups. 
| The pace of the Saemaul investiga- 
tion suggested that Roh was seeking to 
. distance himself further from Chun and 
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also get the scandal out of the way as 
quickly as possible before the elections. 
But DJP officials claim to have been 
surprised by Chun’s decision, which 
diplomatic observers say was strangely 
out of character given his track record. 
“In the past,” one said, “he hasn't seen 
the writing on the wall.” 

Analysts were intrigued by the fact 
that those South Korean journalists in- 
vited to the press conference were all on 
a list supplied by the presidential Blue 
House. When a local photographer 
working for an international news- 
agency protested his exclusion, he was 
dragged inside the compound and 
beaten up — hardly the sort of be- 
haviour expected at 
such a supposedly con- 
trite event. 

Not everyone’s ac- 
count of the Saemaul 
case seemed to 
dovetail. A senior gov- 
ernment official told a 
press briefing on 13 
April that “the scope of 
the Saemaul misman- 
agement surprised even 

us.” Yet in an interview 
with the Chungang Ilbo 
newspaper on 2 April, 
former home affairs 
minister Chung Ho 
Yong indicated that 
Roh and his supporters 
had long been aware 
of irregularities at 
Saemaul and said he 
himself had made Chun 
Kyung Hwan resign 
from the organisation’s 
presidency in early 
1987 following what he called “a quiet 
investigation.” 


I Chun Doo Hwan's move 
came a year to the day after the then 
president banned debate on proposed 
constitutional changes, sparking off a 
series of events which led to Roh's 
dramatic democratisation announce- 
ment on 29 June 1987. It did not, how- 
ever, stop opposition demands that the 
overnment broaden its investigation to 
include wrongdoing allegedly commit- 
ted by president Chun himself, his wife, 
Lee Soon Ja, and his older brother 
Chun Ki Hwan. 
The acting president of the main 
a Reunification Democratic 
Party (RDP), Kim Myong Yoon said: 
“It is deceiving the people and im- 
moral for Chun Doo Hwan to say he 
did not know of the massive corrup- 
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Chun Kyung Hwan: 
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Officials concede hat die. relation- 
ship between Chun and Roh was 
strained during the transition. period 
when the outgoing president sought to 
influence the choice of election candi- 
dates and expand the size and functions 
of the Council of Elder Statesmen, 
which up until then had been little more 
than a figurehead body. But insiders 
feel suggestions of a power struggle be- 
tween the two former military academy 
classmates are exaggerated simply be- 
cause Chun had few cards to play. 
"I don't see it in terms of a power 
struggle," a minister said. "They are the 
same sort of people. I think Chun might 
have sensed the mood of the people. By 
giving up everything. he may have 
wanted to erradicate suspicion that he 
was trymg to influence government 
policies behind the scenes. I don't think 
Chun [Doo Hwan] can be criminally 
prosecuted. There is no indication he 
was involved in that way.’ 
Analvsts believe Roh will protect 
^ Chun and his wife from 
any witch hunt, even if 
he must be worried 
about how to rein in 
the newly emboldened 
South Korean news- 
papers without giving 
| the impression that he 
] is impinging on his 
|. promise of press free- 
] dom. 

Although the RDP 
and opposition leader 
Kim Dae Jung’s Party 
| for Peace and Demo- 
]-cracy appear to have Ht- 
| tle solid evidence, the 
| corruption scandal and 
| the opposition's efforts 
j to implicate Roh's ad- 
| ministration by associa- 
| tion are the only issues 
| they have to galvanise 
an electorate still 
deeply ^ disillusioned 
over the opposition's 
failure to present a unified front and 
prove itself to be something more than 
just an adversarial body. 

However, the elections are likely to 
see a lower turnout and somewhat dif- 
ferent voting patterns than in last De- 
cember's presidential showdown and, if 
many voters remain nia over 
the opposition's actions, there is still a 
perception in the electorate that there 
must be an effective counter-balance to 
the DJP in the national assembly. 

Ruling party officials, for their part, 
point to the debilitating impact of local 
favourites standing for a plethora of 
small splinter groups. But it is in their 
interests at this stage to hold up the 
spectre of turmoil and legislative 
paralysis that could result from a minor- 
ity government. For South Korea's nor- 
mally conservative voters, that is not a 
particularly appealing thought. O 


repercussions. 
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By Charles Leei in Seoul. 


T Saemaul Um long xen has 
been a great boon to South Korea's 
media, which for « 
cated under the 
dent Chun Doo Hi 
Chun Kyong Hwa! 
dent's younger bi 
Saemaul movem for six years — 
have provided the press with the first 
real opportui ) test their newly re- 
gained freedom: And they h ave done so 
with relish. | 












me of former presi- 


rmer presi- 
10 headed the 





reveals that South Korean newspapers 
still have a long way to go to escape the 


- ture and Information has given up the 


various stories. 

The handling of the Saemaul con- 
troversy has been an exercise in ex- 
tremes. Beginning in late March and up 
until the arrest of the younger Chun on 
the last day of that month, headlines 
screamed allegations of Chun's wrong- 
doing. Newspaper photographers, mean- 


The Sensible Compromise Between Risk u 


HEREIS A SENSIBLE COMPROMISE BETWEEN RISK AND 
the Geofund Convertible Bonds, managed by 
Manufacturers Hanover Investment Mànagement Group who 

manage assets worldwide of US$8 billion. Convertibles provide 


REWARD — 


investors with defensive qualities in a falling market, while maintaining 
the potential for profit in a rising market. The Fund provides the 
additional layer of professional day to day management to maximise — ,7777-7-7-7-7---------- 


I gains from this sector. 


| Geofund Convertible Bonds was launched in 1984 and is a mixture 


of currencies, equities, convertibles and cash. The fund size is currently 


witha ite 


A revitalised media sinks its teeth into the Chun scandal 


ears had suffo- - 


‘he misdeeds of | 


But coverage ofthe scandal here also 


| dark legacy of years of authoritarian - 
oversight, even if the Ministry of Cul- | 


while, chased key figures in the scandal, 
shoving cameras in their faces. 

When Chun was summoned to the 
prosecutor's office after returning from 
a brief excursion to Japan, a motorcade 
of TV news crews followed him from his 
luxurious suburban home to the pro- 
secutor, with cameramen leaning pre- 
cariously out the car windows to record 
the grim-faced Chun's every facial 
twitch. 

With his arrest, however, the decibel 
level has fallen off considerably. Front 
pages have become more diversified, 


and the 26 April national parliamentary - 


elections now dominate TV news pro- 
grammes. Although rumours are rife 


| that the most egregious abuses of power 
knee of issuing daily guidelines on |. 
ow the media should treat and display. 


during the Chun regime were commit- 
ted in the presidential Blue House, 
newspapers have so far confined their 
coverage to opposition accusations. 


Observers in and out of the media i 


here say these trends may indicate that 
government pressure still weighs heavi- 
ly on the press, with critics pointing to 
evidence of self-censorship. An editor- 
ial in Tong-a Ilbo, the largest and old- 


: US$ 000. We strongly recommend the Geofund Convertible 


|  Bondstothose investors who are seeking risk diversification, or those 


.. notyetinvolved in the convertibles sector. We would remind investors 


however that the price of units and the income from them may go 


| down as well as up and that there may be circumstances where dealing 
-+f in the fund may be restricted from time to time. 
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sible persons of several newspaper 
broadcasting companies, under the go 
ernment's influence, continue to be r 
tained in their posts." 

Some observers note that the scand 
did no disservice to President Roh Tae 
Woo in his attempt to. distance himse 
from the Chun regime. Much of 
flood of information on the. scat 
came from daily briefings the q[ 
secutor's office held for Sou 
newsmen. "The political a 
strong," said a Korea Herald rep 
who covered the story. "I feel the go 
ernment was leading us a bit by lea 
information. The ruling [Dem 
Justice] Party probably wanted | pi 
over with before: the tapena ele 
tions." 
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the new openness could only be re- 
garded as business opportunism. 

Other newsmen disagree, arguing 
that they have always done their best — 
in the past and in the present. A Tong-a 
Ilbo editor notes that it was the media's 
uncovering of the torture death of a stu- 
dent activist which spurred last year's 
dramatic political turnaround. He said 
the charge that in their coverage of the 
Saemaul imbroglio newspapers were 
simply an instrument in the political 
power game is “totally unfounded,” 
pointing out that it was the media’s ini- 
tial prying which unleashed public out- 
rage and forced the prosecutor's office 





han heroic performance of the press in | 
he past as an inevitable outcome of the | 
¿political situation, a Jung-ang reporter | 
conceded: "In a way, we are embarrass- |! 
ed" about remaining silent on the | 
Saemaul issue until now. Some other re- | 
porters would not respond to questions | 
on the issue posed by the REVIEW. 

A journalist at Hankyoreh Shinmun, 
| the soon-to-be published newspaper 
| founded by editors purged in the early 
years of the Chun regime, said the es- 
tablished newspapers are being hypo- 
critical when they suddenly act like fear- | 
less watchdogs of social injustice. “They | 
must first apologise to the public about | 

| 








fe 
| 
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But. even these journa 
that the media still has. a lot | 
make up. Observers in particular criti- 
cise — and South Korean journalists 
generally acknowledge — the lack of 
truly investigative reporting. Keport- 
ers, for their part, say it is difficult for 
them to investigate because good 
sources of information are still hard to 
find and even when they are accessible, 
they are not committed to backing up 
their story if doing so would be disad- 
vantageous to them. 

Some say that partly explainsthe gen- 
eral silencein the media over the alleged 
wrongdoings of other more senior fig- 
ures in the former administration. Hi 


their past record," he said. Otherwise, 


| AUSTRALIA 


| Consumed by discord 
..| The opposition still cannot agree on tax policy 


...| By Michael Malik in Sydney 
uu A. aa have long since stopped using the catch-phrase 
| “the lucky country,” but they may be tempted to start re- 
ferring to Prime Minister Bob Hawke as *the lucky leader." 
Just as Hawke looked to be on the ropes after recent electoral 
losses for his Australian Labor Party (ALP), he has been res- 
cued by an outbreak of warfare in the conservative opposi- 
tion camp. And this time it is not just quarrels between ele- 
- ments of the Liberal and National opposition coalition — 
which helped the ALP win the 1987 election — buta rift within 
the Liberal leadership itself. 

The issue is an emotive one: a proposal for the Liberal 
Party to adopt the introduction of an across-the-board con- 
sumption tax as part of its policy at the next national poll. The 
standard-bearer for a consumption tax has been John Elliott, 
federal president of the Liberal organisation — and chief 
executive of the giant Elders IXL group — who failed to gain 
nomination to a safe Liberal seat for last July's general elec- 
tions but still clearly has ambitions for the party leader- 
ship. 

Party leader John Howard obviously has been aware of the 
dangers of facing the electorate saddled with a proposal to in- 
crease the cost of consumer goods and services. Leading fig- 
ures in the rural-based National Party have been even more 
adamant on the subject, particularly party leader, Ian 

|... Sinclair, and Nationals leader in the upper house, Sen. John 

;| Stone, who is the coalition spokesman on finance. Stone, a 

-former Treasury chief, takes a different tack from other cri- 

^ tics: he thinks a consumption tax would let governments slide 

away from spending cuts. 

= The issue came to a head at a Liberal federal council meet- 

-ing in Melbourne in the second week of April, which, after 

- several rounds of combat between Howard and Elliott behind 

-closed doors, adopted a compromise resolution. This called on 

- the next Liberal government to guarantee that if it widened 

the indirect tax base, this would be coupled with a decrease in 

personal income tax and compensation for the lower paid and 

those receiving social security. Although the resolution in no 

way committed the party to indirect tax reforms, nor spelled 

out what these might be, in the public mind it was seen as the 
start of a move towards such a commitment. 

Howard made a vague statement after the resolution was 

| adopted to say that he had not taken a position and was yet to 
. make up his mind, though it was clear to observers that the 
non-elected members of the council were more enthusiastic 
than those who have faced the rigours of an election cam- 


to start an Inv estigation. 










paign. Instead of riding the wave of recent Liberal election 
successes, Howard was made to look indecisive and unable to 
control his party. 

Worse was to come for the coalition when Stone denounced 
the very idea of a consumption tax, stating that any party or 
coalition going to the polls saying it favoured such a move 
would be beaten. Hurrying back to Canberra, Howard went 
into a five-hour session with senior coalition MPs and emerged 
with an announcement that it had been agreed that no mem- 
ber of the shadow cabinet would in future voice personal opin- 
ions on the tax issue. Although Stone stuck to this decision, 
many were sceptical that he would allow the gag to re- 
main in place for long, and suggested he might well risk his 
shadow portfolio over the issue. 


The relationship between the Liberals and the Nationals . 


was strained in another area almost simultaneously, when the 
Liberals took the Queensland seat of Groom from the Nation- 
als in a by-election on 9 April with a massive 20% swing. How- 
ard and Sinclair both immediately suggested that it was a vote 
against the divisive Queensland National Party which, under 
its former leader Sir Joh Bjelke-Petersen, had endangered the 
national coalition at a crucial time before last vear's election. 

To complicate interpretation of the result, however, right- 
winger Bjelke-Petersen continued his feud with the new Na- 
tional state leadership by campaigning for the Liberal candi- 
date and is now in danger of expulsion from the party. He, as 
expected, immediately claimed credit for the Liberal victory, 
though few political observers accepted that he carried many 
votes except those of his fellow Lutherans. While there have 
been suggestions that Bjelke-Petersen might form a new 
party, most analysts consider him to be a spent political force. 

The ALP, buoyed by new statistics showing falling un- 
employment and inflation, moved swiftly to capitalise on the 
opposition's discomfort. To further cheer Hawke, the Con- 
federation of Australian Industry issued a report to its mem- 
ber organisations saying that it believes the fundamental 
problems of the economy are on the mend, and suggested that 
“an Australian economic miracle" was now a clear possibility, 

Treasurer Paul Keating — who himself favoured a con- 
sumption tax as recently as 1985 — took the opportunity in 
parliament on 13 April to rub the Liberals noses in the issue 
by unequivocally ruling out the introduction of a consumption 
tax and by claiming that the changes he has already intro- 
duced to the tax system, including capital-gains tax and 
tougher rules on tax deductions for such purposes as enter- 
tainment, have already netted A$2.5 billion (US$1.86 billion) 
compared with the A$1.5 billion return he estimated would 
have come from a consumption tax over the past three 
years. 

Given the heat the consumption tax debate has raised, 
Keating is now expected to introduce very moderate measures 
in his mini-budget in May, possibly including pensioner tax 
relief, urged by Labor backbenchers, in an effort to improve 
further Labor's voter appeal. 
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Spheres of influence 


Every city has one. 
To big business and high-finance, it’s the city’s heart. 
The place where the action is. 
In Hong Kong, it’s Core Central. The home of 
Hongkong Land's portfolio of fine buildings. 
Make sure you're there. 


Please call Jonathan Petit or Christopher Chan 
at Hongkong Land tel: 5-8428288, or telex: HX 75102 
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ment. equires direct placement 
capability in every important. cur- 
rency, as well as a worldwide 

. network that can distribute even 
the largest issues. Finally, it 
demands a demonstrated com- 

mitment to. maintaining a liquid 
and price- competitive PORU 
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The quiet performance and the fuel economy of 
ultra high bypass engines. Only the McDonnell 
Douglas MD-91 and MD-92 offer this advanced 
technology —today. 

Twin GE Unducted Fan (UDF") power plants 
with giant counter-rotating blades drive the aircraft 
at today’s jet speeds at ranges up to 2,800 statute 
miles. With fuel burn savings of up to 4076 
compared to today's most modern twinjets. 

Also, these will be the quietest commercial 


airliners of their size. Quiet for passengers and for 
airport communities. 

Perhaps most important, we've already proven 
this technology. In the air, where it counts. Our 
demonstrator aircraft has logged over 65 flights. 
More than 125 hours. Executives of leading 
airlines around the world have already expenenced 
its comfortably quiet flight. 

Put the power of ultra high bypass technology 
to work in your system. 


WE WERE THE FIRST. AND WE ARE THE FUTURE. 
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Bringing down the house 


Turmoil after Wingti sidesteps no-confidence vote 


By Bailey Ericson in Port Moresby 
p Minister Paias Wingti gained 
a three-month breathing space from 
an Opposition no-confidence motion 
when he VA dd de the surprise ad- 
journment of parliament on 11 April — 
only two hours into its new session. But 
he also threw his seven-party coalition 
into turmoil and has raised fears over his 
aborting of the normal parliamentary 
process. 

Since last year’s general election, 
Wingti has been under pressure from 
the strong Papuan bloc, which draws its 
strength from the southern half of the 
mainland, to name People's Action 
Party leader Ted Diro as deputy prime 
minister. Diro, a former delene force 
commander who has previously held the 
forests and foreign affairs portfolios 


under Wingti, faces possible corruption 
charges arising from a commission of in- 
quiry into the timber industry. 

Diro resigned from the cabinet late 
last year when the commission brought 
perjury charges against him and re- 
vealed that he had received substantial 
election campaign funds from the then 
commander of the Indonesian armed 
forces, Gen. Benny Murdani. 

Athough Wingti had said he could 
not risk reinstating Diro as long as the 
allegations against him remained unre- 
solved, he has now given in to back- 
bench pressure to bring him back, 
knowing that Diro would defect to the 
Opposition if he did not. 

Diro had, in fact, already come to an 
agreement with the opposition which 
expected he would cross the floor when 
its no-confidence motion was put to the 
vote. But in talks at 3 a.m., only hours 
before parliament sat, Diro was per- 
suaded to stay on the government 
benches. His price: immediate re- 
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‘Chan; Diro; Wingti: surprise adjournment of parliament. 
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instatement to the cabinet (as a minister 
without portfolio) and two additional 
ministries for his party. 

Diro had wanted the deputy prime 
minister's job as a condition for his stay- 
ing with the government and he had also 
demanded that the forestry inquiry be 
closed. But though the Prime Minister's 
Office insisted these demands 
had been rejected, Diro's reinstate- 
ment was not well received by Deputy 
Prime Minister Sir Julius Chan. who 
was noticeably late in arriving at a post- 
parliament press conference and im- 
mediately began rallying support be- 
hind anti-Diro factions. 

Aghast that Wingti was willing to 
sacrifice principles for short-term expe- 
diency, three of Wingti's strongest sup- 


€ 





porters in his own People's Democratic 
Movement (PDM) — including PDM 
general secretary and Communications 
Minister Gabriel Ramoi — walked out 
on the weekend meeting that agreed to 
Diro's re-admission to the cabinet. 
Ramoi, a socialist with strong Marxist 
leanings and architect of controversial 
legislation to control the media, later 
resigned his party post. 

For a while it appeared that he in 
turn would join radical populist MP 
Utula Samana, a former provincial pre- 
mier hoping to widen his support base, 
to form a new political grouping within 
the government, the Melanesian United 
Front, and thus bring perhaps the first 
ideological division to a political world 
more noted for the trading of offices. 

The prospect of their getting to- 
gether sent shockwaves through the 
rightwing sections of government, 
centred on the Papuan bloc where two 
naturalised expatriate MPs, bar-owner 
Robert Suckling and hotelier and can- 








| 
| 
| 
| 
i 
| 
i 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 


HAMISH MCDONALD " 











nery operator Hugo Berghuser played | 
a leading role in putting Diro back into A 

















resignation of Spe: 
claiming he had 
orders in allo: 
ment. Finally th 
in the Supreme t 

Opposition lead 
Papua New G 
ter, was refused 
nor-General Sir. 
anyone to block 
symbols of our demo 
pendence is disrepectft 
and without decorum," he said. *. .. |. 
One begins to be suspicious; one begins. | 
to wonder what's happening to our |. 
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democracy. It's [a trend] typical of the 
countries which have gone from demo- 
cracy to dictatorship and that's what 
frightens us in the opposition." 
Meanwhile, Wingti's decision to ac- 
cept Diro back into cabinet was being 
seen as a potential time-bomb. The 
prime minister received the second in- 


terim report of the forestry inquiry in 


i 
| 
| 
| 
late February. There is intense specula- | 
tion that it recommends criminal charges | 
be laid against Diro for his alleged role |. - 
in a multi-million dollar transfer-pricing | Ko 
conspiracy while he was forests minis- | 
ter. Wingti insisted, rather improbably, | 
that he had still not read its recommen- | 
dations and said that he would not re- 
lease it until the commission made its | 
final report — which is not expected | 
until late this vear. | 
And though Wingti has headed off | 
the immediate threat of the no-confi- | 
dence motion, it is still on the books for | 
debate seven days after parliament re- | 


sumes on 27 June. n 























Even as the Geneva 
accords on Afghanis- 
tan were 
me finalised, predictions 
| from Washington had 
it that it was a matter 
of time before the 
a : Kabul regime col- 
lapsed. However, the mood is surpris- 
‘ingly relaxed in Kabul these days. 
| Nights do not herald the onset of cur- 
>] few. The last noteworthy incident was a 
bomb blast on Chicken Street near the 
Pakistan Embassy last month. Before 
that, the major act of sabotage 
occurred on 30 November last 
year, when rockets were fired on 
the Kabul Polytechnic building 
where the loya jirgah or the grand 
tribal assembly was meeting to 
pass a liberal, pro-Islamic con- 
stitution. 

With Afghanistan in the grip 
of a civil war for almost a decade, 
vand the mujahideen stepping up 
their attacks since the early 
1980s, an impression has been 
created that things have been 
falling apart in the far-flung 
countryside. Inevitably, the per- 
tinent poser has been: will the 
centre hold? While the outcome 
of the opposing forces for supre- 
macy in the country remains un- 
certain, there has been a marked 
decline in fighting in recent 
months and there appears to be a 
sense of quiet confidence — 
laced with some caution — in the regime 

led by President Najibullah. 
|. The regime's loosening of the ideo- 
-f= logical straitjacket and the attempts 
 atnational reconciliation with non-com- 
.munist groups have also contributed to 
-the mood in Kabul. In recent years the 
"competence of Najibullah's Soviet- 
trained intelligence apparatus has 
` grown and it is able to nip in the bud 

` rebel activity in many areas. 
/. — Thus the ruling People's Democratic 
` Party of Afghanistan (PDPA) is not a 
. push-over as it has been made out to be 
. by many foreign analysts. Activists in 





being in the armed forces, the secret ser- 
vice, the people's militia and the self-de- 
— | fence squads which together have a 
"| strength of 400,000. However, the 
PDPA's influence is wider and covers 
about 750,000 people if one takes into 
account the membership of the mass 


and social organisations included in the | 





being | 





Refugees in Pakistan denounce the Geneva settlement. 


' the PDPA currently number about — 
= 250,000, the core of the membership | 








National Front — an umbrella body for 
reconciliation headed by Abdul Rahim 
Hatif, a reputable non-party figure. 

No doubt the PDPA is still divided 
into factions. Besides the traditional 
Khalq and Parcham factions, the latter 
is split into elements which support and 
oppose former president Barbrak Kar- 
mal. 

US analysts told the REVIEW'S 
Washington correspondent that the 
mujahideen denunciation of the agree- 
ment may give some psychological 
boost to the PDPA but at best it can 





survive only a few months, not certainly 
beyond 1988. There are already signs of 
erosion. In the last few months many of 
the PDPA stalwarts have gone abroad 
on special missions or diplomatic post- 
ing. The Soviets have been bringing in 
civilian advisers to the ministries to re- 
place people who are not showing up for 
work. | 


The clash between Khalq and Par- 


cham factions, says one US specialist, 
must have caused killings "in the 
thousands." He foresees a worsening of 
the fight as the Soviets withdraw. Al- 
ready two important wings of the gov- 






If rebel attacks keep mounting 


Can the centre hold? 


‘By Sumit Chakravartty and Rajendra Sareen in Kabul 
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ernment in Kabul are in rival hands. 
While the Ministry of Interior is under 
the Khalq faction leader Syed Moham- 
med Gulabzoy, the Parchamis control 
the State Intelligence Service known by 
its Afghan acronym, WAD — which was 
under Najibullah's command until he 
took over the party chairmanship. The 
Army is believed to have more Khalq 
sympathisers than Parchamis. 

et the general pressure today is 
for unity and even Karmal and his as- 
sociates, sitting on the sidelines, are not 
hampering the process of unity. After 
all, the factions of the ruling 
party have to stick together for 
their very survival, runs the argu- 
ment that conforms to the feel- 
ings of the average PDPA mem- 
ber whatever his inclinations may 
be. 


l^ this setting it is rather incon- 
ceivable that the PDPA would 
just melt away before a mujahi- 
deen onslaught. To be sure, the 
rebels have engaged in effective 
guerilla warfare but seldom or- 
ganised large-scale frontal as- 
saults on government-held posi- 
tions. The siege of the Afghan 
army garrison at Khost close to 
the Pakistan border was broken 
late last year, though with consid- 
erable Soviet support. Secondly, 
the mujahideen are themselves 
rent by internecine feuds along 
tribal, religious and ideological 
lines. Thirdly, the real impact of 
Najibullah's strategy of national recon- 
ciliation — which has had limited effect 
so far — is yet to be felt. 

The policy of reconciliation is born 
of the realisation by the PDPA that it 
cannot be the final arbiter of the coun- 
try's political future. Among the major 
political forces which the ruling party 
recognises it should come to accommo- 
dation with are: former king Zahir Shah 
and his close associates; Afghan busi- 
nessmen in exile abroad; the national 
party of Afghan Millat which got a 
raw deal both from Kabul and Is- 
lamabad; moderate elements among 
the seven-party mujahideen alliance 
based in Peshawar, and the 200-odd 
local rebel commanders who lead their 
own groups within the country. | 

The figure given for rebels who have. 
been won over are indeed modest, but 
they do indicate a trend. Up to now 160 
rebel groups comprising 42,000 armed 
men have laid down arms and embraced 
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nation conciliation. Besides, about 
120,000 rebels mobilised in 748 armed 
groups are currently observing a cease- 
fire while talks are in progress for a deal 
with the Kabul regime. i 

On a different plane, intermediaries 
are actively holding negotiations in the 
north with the noted rebel leader 
Ahmed Shah Massoud of Parwan pro- 
vince — which holds the key to the 
strategic Panjsher valley: Massoud owes 
allegiance to the fundamentalist theo- 
logian, Burhanuddin Rabbani. In the 
south, talks have been under way with 
syed Jagran, a moderate mujahideen 
figure. based in Ghazni province — 
though his writ runs up to Logar area 
from where he can lob rockets on 
Kabul. And in the east, the government matyar, the arch foe of the Kabul re- 
is talking to Jalaluddin Hakani, who be- gime, has even declared that if pushed, 
longs to the Yunus Khalis group of r^ — 
fundamentalists operating from 
Pakhtia province. | 

Two prominent figures to join 
the national reconciliation process 
in the past several months were 
Ismat Muslim of Kandahar and 
Mulla Syed Amin who belongs to 
the fundamentalist Rabbani group 
in Herat province. 

The government has proposed to 
these local guerilla commanders 
that while Kabul would not interfere 
with their activities in the regions 
under their sway — except for pro- 
viding foodgrains and other essen- 
tial supplies — they, in turn, should 
not interfere in adjoining areas not 
under their exclusive control. 

Measures by the government to 
woo the general public include the 
amendment of the country’s con- 
stitution to declare Islam as the 
state religion and to give up the ear- 
lier emphasis on communism. Free- 
dom of expression and of political 
activity, including a multi-party sys- 
tem, have been guaranteed. The 
"patriotic" clergy and friendly tribal 
chiefs have been exempted from 
ceilings on land holdings. 

The authorities have also drawn 
up plans for the return of about 1 
milion refugees within the next 
year. Kabul has set up 30 refugee recep- 
tion centres along the border with 
Pakistan and Iran to cater for an esti- 
mated 3,000 people a day. The refugee 
rehabilitation programme to be over- 
seen by the UN has already attracted 
pledges of generous Western support. 
The return of the refugees will, how- 


supplies. The task, according to obser- | Moscow has created a lobby among Af- 
vers in Kabul, would be infinitely dif- ghan traders — mainly in Kabul and 
ficult if the scale of arms supplies is dou- | other urban centres — who have pros- 
bled from their present level. But if 
American weapons continue at the cur- 
rent rate, Kabul possesses the capability 
to counter them on its own without 
seeking further Soviet assistance. 

we 
refuge in the northern are à 
by the Soviets, some fear. B 
that is a remote possibility, for K 
firmly in the grip of the PDPA and its 
lies. LUN 
That grip will not weaken, but would . 
rather strengthen, with the formatio | 
a genuine coalition government follow- 
ing election to the national assembly — 
the polling began in early April and will - 
last for weeks. Kabul has appointed 


| AFGHANISTAN: THE REBEL 


N sources in Kabul, in- 
cluding Afghan officials and dip- 
lomats, are hesitant to venture any fore- 
casts of the country's situation in the 
near future. It is quite likely that after 
the Soviets withdraw most of their 
troops by mid-August, some rebel 
groups would be emboldened to step up 
their attacks. Guerilla leader Hek- 
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he would seek to slice off major parts of Niymatollah Pazhwak, an efficient ad- 
eastern Afghanistan and form a confed- | ministrator under Zahir Shah, to its 
eration with Pakistan. council of ministers. This appointment 
Whether or not a stable central | and some more to come shows the re- 
emerges — through the PDPA’s recon- | gime's intention to bring into the gov- 
ciliation programme or a mujahideen | ernment well-respected non-communist 
victory or a UN-engineered interim | people. 
government — major areas of the coun- | hile Zahir Shah has expressed an | 
ever, depend on a modicum of peace in | try’s east and north are likely to be | interest in returning to Kabul to play a 
the country and that will hinge onthe re- | dominated by neighbours Pakistan and | political role, he has been unwilling to 
conciliation overtures with the rebel | the Soviet Union respectively for the | associate with the PDPA regime. Even 
groups. These negotiations would | near term. | | if he returns in some official capa- 
doubtless get a fillip if the US arms The northern areas of Afghanistan | city, itis doubtful if he alone cancontrol | - 
supplies to the mujahideen via Pakistan | the fractured Afghan society divided by 
are cut off. Soviet Union's southern republics along a decade-long civil war. Peace is likely | 








have established direct links with the 


| 

While the weapons aid is a major im- | the 2000-km border. Economic activity | only if a meaningful coalition of various 

ponderable, the key factor would be the | in towns and villages on the Afghan side | political groups is formed. If not, a mili- 

capacity of the Najibullah administra- | has been integrated with the Soviets so | tary confrontation between Kabul and 

tion to withstand pressures from the re- | that water, gas and electricity are being | the mujahideen will continue the civil 
| : 


bels' side with or without US arms | shared. Economic interaction with waron a bloodier scale than before. Wo 
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By Husain Haqqani in Islamabad 

"n D Leaders of the Af- 
ghan resistance have 
been unanimous in re- 
TZ jecting the Geneva ac- 
mmm cords for the phased 
withdrawal of Soviet 
troops, insisting that 
ete A PeRe the Kabul communist 
government installed by these troops 
should also be removed. But the 
mujahideen are not as united on other 
| issues as they are in rejecting the UN- 
sponsored agreement, raising doubts 


© | about their effectiveness in the post- 
|. withdrawal phase of the eight-year-old 


Afghan war. 
From the beginning of their armed 


| struggle against Soviet occupation, 


mujahideen disunity has been a major 
concern for their Western backers. The 


e] Afghans themselves and their Pakistani 


supporters play down the disunity factor, 
pointing out that a fractured tribal so- 
ciety cannot be expected to produce 
centralised institutions. 

Several hundred local armies took 
up arms against the communists in 1979, 
linked only nominally with each other 
and an assortment of resistance parties 
based in the Pakistani city of Peshawar. 
These parties have varied in number 
over the years, as have the various al- 
liances forged among them. Now the 
Islamic Unity of Afghan Mujahideen 
(IUAM), which links seven major 
groups, is generally considered the only 
significant central political and military 
structure of the resistance. 

“As a nation we are more united now 





Retreating \ 


By Nayan Chanda in Washington 
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than we were when we started," ob- | 


served Burhanuddin Rabbani, leader of 
the orthodox Jamaat-e-Islami guerilla 
group. “The seven parties that now lead 
the struggle are a lot fewer than the 
groups that existed before and the re- 
sistance is not as fragmented as pre- 
communist Afghan society," he added. 

Some military experts claim that 
the decentralisation of the Afghan 


than a liability on the battlefield. The 


mujahideen were too spread out to lose | 


the war even if their internal divisions 
obstructed victory. The dispersal of 
command centres prevented the col- 
lapse of the guerilla movement through 
infiltration by the Soviet intelligence or- 
ganisation, the KGB or its Afghan 
counterpart Khad. | 

Pakistan President Zia-ul Haq 
pointed out at a recent press briefing 
that the mujahideen's performance 
should be judged not in terms of politi- 
cal unity but in terms of their military 
success. He said: "They have achieved 
more despite their so-called disunity 
than the [Palestine Liberation Organi- 
sation] did for the Palestinians through 
a unified organisation." 

But progress in the Afghan peace 
process has considerably changed the 
picture for the resistance, making politi- 
cal unity more important than in the 


past. If UN mediator Diego Corodovez | 


initiates the intra-Afghan dialogue be- 
tween all the warring sides as envisaged 


in the Geneva agreement, differences - 


among resistance parties could weaken 






XA hile the Soviet agreement to pull 
. out its troops from Afghanistan is 
being presented as a US victory, many 
Washington officials worry that the ef- 
fect of the Geneva accords — a Soviet 
“exit with honour" — may eventually 
be to bring neither peace to Afghanistan 
nor glory to the US. However, propo- 
nents of the agreement believe it has 
created a more favourable environment 
for relations between the superpowers, 
and could point the way to settling other 
regional conflicts. 

The loud denunciation of the agree- 
ment by the mujahideen and their 
American supporters such as Sen. Gor- 
don Humphrey as a sellout, and the as- 

sertion by the Reagan administration 





that it would continue to help the resist- 
ance, underlined the ambiguity of the 
accords. While the administration 
would like to take the credit for the 
Reagan doctrine in bringing about the 
first ever Soviet military retreat, it is 
concerned about the prospect of a 
bloodbath leading to the emergence of 
an anti-American fundamentalist re- 
gime in Afghanistan. 

The agreement is based on continua- 
tion of US support and the Soviets are 
willing to live with that,one senior offi- 
cial said. He acknowledged they would 
have grounds for complaining about 
Pakistan continuing to be the conduit. 
“Since there is no flying carpet theory of 
logistics, we'll be funnelling aid through 


| their negotiating position 
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fith honour 


| help 
resistance has been more of an asset | 








wn. in i 
regime could take advantage of if 
ferences, trying to co-opt war-weary ref- 
ugee leaders in a government of na- 
tional unity. Such a government might 


| be acceptable to secular Afghan leaders 


after the Soviets start pulling out, leav- 
ing the Islamist groups to fight their 
jihad (holy struggle) in isolation. 
Another scenario considered plausi- 
ble by Western observers is that local 
commanders inside Afghanistan might 
break with the exiled leaders and assert 
greater independence. Head of the 
Kabul regime, Najibullah, or someone 


| such as the former king, Zahir Shah, 


could then try to bring peace with the 
of these commanders who had 
broken with the Peshawar-based parties. 


ut for the moment, itseems unlikely 

that the Pakistan-based leaders 
will lose their importance or that the 
field commanders will turn their backs 
on them. Despite their disagreements, 
stemming usually from personality 
clashes rather than policy differences, 
the resistance leaders (including field 
commanders) realise that they cannot 
resume the infighting without losing 
their people'ssupport. — 

From the mujahideen's viewpoint, 
the Soviet decision to withdraw troops is 
an acknowledgment of inability to 
defeat the resistance militarily. The 
next phase of the struggle, therefore, is 
to fight the Afghan communist army 
and install a new government more ac- 
ceptable to the Afghan resistance lead- 
ers. At least for the initial post-with- 
drawal period, resistance leaders would 
have to remain united, though a quarrel 
over sharing offices in a future adminis- 
tration cannot be ruled out. 

Almost every family in Afghanistan 
has lost at least one of its members in the 
war which has cost 1.2 million lives. 
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Pakistan," he said. In a recent tele- 
phone conversation Pakistani President 
Zia-ul Haq reportedly assured Reagan 
he was prepared to risk Soviet wrath by 
continuing to allow the transit of US 
arms to the Afghan rebels. 

The REVIEW has learned that prior 
to signing the Geneva agreement both 
the US and Pakistan had written letters 
to UN Secretary-General Javier Perez 
de Cuellar that virtually knocked out 
the core of the agreement. The US letter 
expressed the wish that all assistance to 
the Afghan parties should stop but 
pointed out that its role as a guarantor 
imposed an obligation on the US to help 
the resistance if the Soviets continued to 
help the other side. The letter also said 
that the US signing as guarantor did not 
in any way imply US recognition of the 
current regime in Kabul. . 

Islamabad too has written to the UN 
stressing Pakistani support for the prin- 














"There could be a serious backlash 








against the resistance if mujahideen 
leaders are seen as losing the peace after 
winning the war. 

At present, the IUAM is maintain- 
ing a semblance of unity, playing down 
any differences that emerge among the 
mujahideen leaders. Unity within the 
IUAM alliance has been reinforced by 
the recognition of one. pre-eminent 
Islamist group. alc 4A 

Three of the seven Peshawar groups 
are termed “moderates” by Western 
diplomats and reporters, and are led by 
traditional leaders. These leaders are 
owed loyalty by their followers for 
reasons of tribal or religious affinity. 
The other four are labelled *fundamen- 
talists" or Islamist because of their com- 
mitment to creating an Islamic state. 

Of the moderates, only the Afghan 
National Liberation Front of Sibghatul- 
lah Mujaddedi represents views mark- 
edly different from other leaders, but 
his group is considered the smallest and 
militarily the least powerful. Mujaddedi 
has been a strong supporter of Zahir 
Shah's return as head of an interim gov- 
ernment and has threatened to break 
ranks with other leaders to support dip- 
lomatic efforts for peace. 

The other two moderate leaders, 
Mohammed Nabi Mohameddi and 
Sayyed Ahmed Gailani, are increas- 
ingly deferring to the Islamists who have 
done most of the fighting inside Af- 
ghanistan. Their strategy seems to be to 
wait for the collapse of communist rule 
before reasserting their own influence. 
The Islamists are better on the 
battlefield because their motivation is 
greater, but the moderate leaders ex- 
pect to command popular support 
among returning refugees as well as 
their own traditional followers. 


If the  intra-Afghan dialogue 
materialises, the traditional leaders 


ciple of symmetry in assisting the Af- 
ghan parties and also underlining non- 
recognition of the Najibullah regime. 
“These letters, for all practical pur- 
poses, gut the agreement," said an ad- 
ministration official intimately involved 
in the negotiation. He added: “I regard 
it not as an agreement for peace but an 
agreement to disengage the Soviets 
from Afghanistan. The Soviets know 
what this agreement involves but they 
prefer to withdraw with an agreement 
that gives them some face.” 

The proponents of signing the agree- 
ment argued that the US agreement to 
act as a co-guarantor in itself would 
have a positive effect on US-Soviet rela- 
tions, on the coming summit between 
Reagan and Soviet leader Mikhail Gor- 
bachov, and in resolving other regional 
conflicts. While a US refusal to sign the 
agreement would not have blocked the 
summit, it undoubtedly would have cast 
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a shadow over it. In view of the test 


would gain more from any compromise 
government which might emerge; but 
the Islamists would dominate any gov- 
ernment which resulted from an out- 
right victory against — Najibullah's 
People’s Democratic Party of Afghanis- 
tan because of the crucial part their 
forces would play in such a victory. 

Among the Islamist groups, Gulbed- 
din Hekmatyar’s Hizbe Islami has 
emerged as the single most powerful 
and certainly the best organised guerilla 
group. Its strategy of forming an interim 
mujahideen government has been ac- 
cepted as the alliance's unified position 
and the fundamentalists are now calling 
for preparation to march to Kabul by es- 
tablishing the interim government in- 
side Afghanistan. 

Hekmatyar, who is currently chief of 
the IUAM, came to Pakistan before the 
1978 communist seizure of power in 
Kabul. His group has been favoured by 
the Pakistani authorities who have 
given it priority in supply of weapons 
because of its better organisation and 
military performance. Although West- 
erners remain wary of Hekmatyar’s 
leadership, he is likely to be the 


focus of resistance unity in the near fu- 


ture. 

Despite the prospect of restrictions 
on guerilla activity from Pakistani terri- 
tory, the mujahideen are unlikely to 
move their headquarters to Iran. 
The Iranians, who are Shia Mus- 
lims, have joined the mujahi- 
deen in rejecting the Geneva ac- 
cords but continue to refuse to 
support the Sunni mujahideen 
groups actively. During a recent 
visit to Teheran, mujahideen 
leader Rabbani failed to secure 
assurances of military support in 
the unlikely event of the resist- 
ance leaders being turned out of 
Pakistan. oO 





of his policies Gorbachov faces at 
the coming Soviet communist 
party conference in June and the 
conservative opposition within the 
Soviet Union, the US also did not wish to 
increase his vulnerability. 

US Secretary of State George Shultz 
said in Geneva that a faithful implemen- 
tation of the withdrawal commitment 
embodied in the agreement “will do 
much to improve the atmosphere for 
our bilateral relations [with the Soviets] 
and for the resolution of other regional 
conflicts." He specifically mentioned 
Soviet backing for the Vietnamese occu- 
pation of Cambodia and the Marxist re- 
gime in Angola as examples of interven- 
tion that could also be ended. US offi- 
cials see indications that Moscow is try- 
ing to reduce its costly involvement in 
these conflicts and is likely to push its 
clients towards a settlement. 





| Afghan refugees reject Geneva accord. 













of optimism 


Pakistan signed the. 
Geneva | agreement 
on Afghanistan only 
| after assurances that. 
Aa the Soviet Union will 
M pressure the Kabul re- 
| gime to accept a coali- 
Eee tion government, in-- 
cluding Afghan emigrés and the resist- 
ance, without insisting on a dominant- 
role for the People's Democratic Party 
of Afghanistan (PDPA), headed by 
Najibullah, ^. 
The assurance 









riginally given to > 
y Soviet Deputy | 
ntsov during his p 
y Visit bad, was reiter- 1 
ated during the Shultz-Shevardnadze |. 
meeting in Washington and again atthe | - 
final stages of the Geneva talks. If the .| 
Soviets fail to keep their word, officials 
in Islamabad believe that the mujat 
deen will be able to force Najibullah's | 
downfall soon after the Soviets com- 
plete their withdrawal. Ziahasaskedre- | 
sistance leaders to allow the withdrawal | __ 
as it would “only make their task easier” 
and refrain from attacks which might 
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justify a continued Soviet military pre- 
sence. 

Much debate among Pakistani 
policymakers preceded the decision to 
accept an agreement without installing 
an interim government in Kabul or an 
end to weapons supply for the warring 
Afghan sides. It was argued that the 
superpowers' continued aid to their re- 
spective allies would put Pakistan in a 
difficult situation as US weapons for the 
mujahideen would almost certainly pass 
through the country. 

If Pakistan sincerely fulfils its | 
Geneva obligations, US assistance | - 
would have to continue covertly and | 
without Pakistani control over the arms |. 
pipeline. If, however, Pakistan willingly | - 
allowed violation of its accord obliga- | 














ions, it would invite Soviet retaliation. 
-Moreover, Pakistan could not expect its 
chief concern — the repatriation of 3 
-million refugees — to be solved while 
war continues. 

Zia approved the signing at Geneva 

in deference to US suggestions that it 
was worthwhile to secure agreement 
over a Soviet pullout without insisting 
on other guarantees. The Pakistan Gov- 
ernment also did not want to run the risk 
of adverse domestic public opinion, 
which would have resulted if it was seen 
| as the stumbling block to an accord. 
. Zia later told a group of newsmen 
— that he had “taken the Soviets on face 
value," adding it was better to pin 
Moscow down to a pullout timetable 
negotiated under UN auspices than, for 
example, for withdrawal to begin under 
a Soviet-Kabul bilateral arrangement, 
which would have allowed the Soviets to 
adjust the return of their troops to make 
life more difficult for the resistance. 

Pakistan presently calculates that the 
| mujahideen will be able to pressure the 
| Kabul forces militarily using stockpiled 
weapons, while more weapons could al- 
ways be "smuggled" to them across the 
long border between Pakistan and Af- 
ghanistan, without technically violating 
commitments made at Geneva. 


Z ia said that Pakistan had been able to 
secure only one out of its three main 
objectives through the Geneva accord 
— namely a short timetable for Soviet 
troop withdrawal. But he argued that 
the other two objectives — conducive 
conditions for return of refugees and 
recognition of the Afghans' right of self- 
determination — would become more 
easily attainable once foreign troops 
start leaving Afghanistan. 

But the accord has its domestic cri- 
tics. Opposition leader Benazir Bhutto 
| said that the accord brought no gains for 

-Pakistan and left unresolved the na- 


- [D tion’s main concern, the return of ref- 

|. ugees. Politico-religious groups, led 
|. by the orthodox Jamaat-e-Islami, con- 
| demned the government for "selling out 


| the mujahideen” and vowed to keep 
supporting the resistance. 

Pakistani officials are optimistic that 
progress will be made on proposals for 
an interim government before the 15 
May date set for the accord's implemen- 
tation. Despite the mujahideen's appar- 
| ent intransigence, they are said to be 
.] pragmatic enough to accept power- 
| sharing with the PDPA without Najibul- 
lah, though not a dominant role for it. 

In the refugee camps, Afghans 
hoped for the best but seemed ready for 
a long stay. There appears to be no rush 
to return home — the refugees, more 
than others, expect heavy fighting in 
their country during the days to come. 
The mujahideen have promised large- 
scale military operations which will 
| probably engage Soviet-Kabul forces in 
|. the areas bordering Pakistan. 

— Husain Haqqani 














By Sophie Quinn-Judge in Moscow 

Y The Geneva agree- 
ment on Afghanistan 
will accomplish 
| long-term aim of both 
Moscow 
ington — to get Soviet 
troops out 
country, possibly by 
the end of this year. Whether the 


stan is another question. But Moscow's 
decision to go ahead, despite concerns 
over the possibility that a fundamen- 
talist Islamic regime may come to power 
in Kabul, signals Soviet determina- 
tion to clear the way for other business. 
By signing the Geneva accords, with 
all their imperfections, the Soviets hope 
"to break the chain of regional con- 
flicts" that has been standing in the way 
of closer relations with both the US and 
China. Soviet leader Mikhail Gor- 
bachov has placed the accords on par 
with the US-Soviet agreement on inter- 
mediate range nuclear weapons con- 
cluded last vear. 

For Moscow ideologists the im- 
provement of East-West relations is a 
political goal that now takes precedence 
over support for Third World revolu- 
tions. To the dismay of some of their al- 
lies, Soviet social scientists are postulat- 
ing certain "universal human values" 
which, they have said, take priority over 
national and class struggles. And not 
least important, the inner circle of age- 


By Salamat Ali in New Delhi 


or the official record, India hailed 

the Geneva accord on Afghanistan 
and said that it should reduce tensions 
and cut the inflow of sophisticated 
weapons to the region. But this is far re- 
moved from the pessimistic prognosis by 
Indian policymakers. New Delhi is ap- 
prehensive that, in the short term at 
least, the accord will not end the turmoil 
and may even increase the perceived 
threat to India's own security. 

Before leaving for a visit to Japan on 
14 April, the day the Afghan agreement 
was signed, Indian Prime Minister Rajiv 
Gandhi told reporters that the supplv of 
US weapons to the Afghan guerillas was 
a continuing threat to India's security. 
All the American weapons destined for 
the guerillas were not reaching them, he 
said, and implied that some were turning 
up in the hands of India's Sikh separat- 
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and Wash- | 


of the | 


agreement will bring peace to Afghani- | 


| 
i 
1 
| 
| 
| 
| 
| 
| 
| 
| 





| 


| 
| 
Í 
| 
| 
| 
| 
i 





for the greater game 


ing leaders which some Western experts 
now believe made the decision to in- 
vade in 1979, is gone and largely discre- 


i dited. 


Speaking at a dinner in Moscow for 
Palestine Liberation Organisation leader 
Yasser Arafat on 10 April, Soviet For- 
eign Minister Eduard Shevardnadze said 
that the political solution on Afghanis- 
tan highlighted the importance of an 
international conference on the Middle 
East. “The notion of ‘regional crisis 


| has been in the political lexicon for long 
| and has become a feature of daily living 


of the world . . . whole peoples have 
been living in conditions of permanent 
battle for decades . . . but all these dec- 
ades have been gradually leading hu- 
manity to a conclusion of utmost impor- 
tance — people's striving for freedom 
cannot be crushed by military force." 
This analysis could hardly be more 
damning of the Soviet intervention in 
Afghanistan. | 

The Soviets’ obvious relief to have 
found a way out of Afghanistan, how- 
ever, does not mask the fact that they 
have very little certainty about the 
course events. will take in the months 
ahead. Soviet commentators have 
hinted fairly strongly that they do not 
expect their Kabul client, the ruling 
People's Democratic Party of Afghanis- 
tan (PDPA) to play a major role in an 
eventual coalition government. They 
talk optimistically about a "neutral, 
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ists in the strife-torn Punjab state. Pakis- 
tan was thus serving as the conduit of 
arms for dissidents in India as well as Af- 
ghanistan. cm UE 

A senior official of the Indian Foreign 
Ministry told the REVIEW that Pakis- 
tan's President Zia-ul Haq desperately 
needed to preserve his status as the 
“foremost US surrogate” in the region to 
ensure continued military and diploma- 
tic backing from Washington. The In- 
dian view is that to sustain his American 
connection, Zia would continue to inter- 
fere in Afghanistan. However, he would 
find it difficult to justify such interfer- 
ence once he does not have the excuse 
that he is supporting a neighbouring 
people under alien occupation. The In- 
dian official cautioned that Pakistan 
should think carefully whether a vulner- 
able country like itself could afford to 
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non-aligned” Afghanistan, where Is- 
lamic fundamentalists will not hold 
sway. But it is too early to say whether 
their hopes for a return to something ap- 
proaching the pre-1978 status quo have 
any basis in reality. 

At this point it is unknown exactly 
what understanding the Soviets and the 
Americans have reached on so-called 
symmetry of military supplies to their 
Afghan allies, which in the case of the 
US have been channelled through 
Pakistan. EIS 3 


A. Shevardnadze pointed out at his 
Geneva press. conference on 14 
April, the peace agreements make no 
direct reference to the supply of 
weapons, only to the end of outside in- 
terference. "As earlier, today we hold a 
single position: cooperation between 















borders in the east and the 
west. 

Of late, India's complaints of Pakis- 
tani support to Sikh separatists have be- 
come more strident. Indian officials as- 
sert that apart from giving shelter, Is- 
lamabad sells arms to the Sikhs and the 
inflow of such arms has risen in quantity 
and quality since last year. 


both 


S ome Indian politicians have express- 
ed grave fears of the ever expanding 
“Kalashnikov culture" in Pakistan — a 
reference to the popular assault rifles 
finding their way into Pakistan through 
various sources — beginning to affect 
the Indian areas bordering Pakistan. As 
Gandhi put it, the recent explosion at an 
Islamabad ammunition depot supplying 
Afghan guerillas indicated the quality 
and size of the weapons. 

A further sign of increased Indo- 
Pakistani ill-will is New Delhi's support 
to Kabul on the latter's refusal to settle 


its border with Pakistan along the 
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continue creating problems across its 
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the Soviet Union and Afghanistan takes 
place on a legal basis," he said, referring 
to the Soviet-Afghan treaty of friend- 
ship, good-neighbourliness and cooper- 
ation, signed in December 1978. 
Shevardnadze said the US had no 
treaty and therefore no legal basis for 
supplying weapons to the groups fight- 
ing the legal government of Afghanis- 
tan. However, despite this, the Soviet 
Union had agreed to sign in Geneva be- 
cause if Afghanistan and Pakistan “hon- 
estly fulfil their obligations," then a 
political solution would become a real- 


ity. 

" While the Soviets have no guarantee 
of continued influence in Afghanistan, 
they are still making commitments of 
long-term aid. Chairman of the Soviet 
state agro-industrial committee and 
vice-chairman of the Council of Minis- 
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Durand Line. Afghans have always ar- 


gued that the Anglo-Afghan treaties 


| of 1879 and 1893, which created the 


Durand Line demarcating the bound- 
ary, were illegal. Kabul has also main- 
tained that the 54,600-km? belt, which is 
home to Pathan tribesmen along Pakis- 
tan's side of the Durand Line, is Afghan 
territory. 

During the recent Geneva talks, 
Pakistan wanted Kabul to accept the 
Durand Line as the international bor- 
der. But India had told Kabul earlier 
that the Wakhan corridor — a 112-km 
stretch on the current southeastern fron- 
tier of Afghanistan — adjoined the part 
of Indian Kashmir currently under 
Pakistani occupation. Afghans took the 
hint and told the Pakistani delegation at 
Geneva that they could not accept the 
Durand Line and were certain that 
neither would India. Kabul also inti- 
mated that since it had never accepted 
Pakistan's claim to Kashmir, it was not 
going to do so now by recognising the 
Durand Line. 


€€—————— 
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ters, Vsevolod Murakhovsky, accom- 
panied Shevardnadze during _ his 
recent consultations in Kabul. Tass 
newsagency reported that when 
Murakhovsky met Najibullah on 6 
April, they discussed a long-term pro- 
. gramme for Afghan-Soviet cooperation 
. upto the year 2000. 
: According to US State Department 
~ figures, Soviet aid disbursements to Af- 
ghanistan for 1987 were considerably 
higher than the US$205 million com- 
mitted in 1986, and perhaps close to the 
record figure of US$350 million given 
-in 1980. Part of the assistance program- 
me for the 1986-91 five-year plan is a 
` project to connect Kabul and adjacent 
| oe to the Soviet power grid by 
1991. 
Soviet interest in Afghan natural gas 
has led to some suspicions among anti- 
"regime Afghans that the Soviet Union 
would like a permanent enclave in the 
north where the gasfields are concen- 
|. trated. According to Soviet experts, Af- 

















for the Central Asian republics of. ; 
Tajikistan and Uzbekistan. About 2.4 | 


billion m3 was shipped north in the year 
ending March 1986 — and reportedly 
paid for at the world market price. 


The creation of the new Afghan pro- | 


vince of Saripul, announced in early 
April, from southern portions of Balkh 
and Jauzjan provinces, was probably 
not connected with Soviet gas interests, 
however, as had been speculated. Af- 
ghan sources in Moscow say that the 
new province was created to decen- 
tralise administration and create a pro- 
vincial centre closer to residents of re- 
mote areas. 

Even if the worst-case scenario 
comes true and a hostile, fundamen- 
talist regime takes over in Kabul, the 
Soviets now discount the threat of cross- 
border raids by the mujahideen. They 
say these would be quickly dealt with. 
What appears to worry Moscow more is 
the possible spread of Afghan Islamic 
fundamentalism into Soviet Central 






Gorbachov: 


| ghan gas is an important energy source 
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MALAYSIA 
Making intentions clear 


Umno (Baru) gives incumbents a pre-polls lead 


By Suhaini Aznam in Kuala Lumpur 


mno (Baru), or New Umno, the newly formed but do- 

minant party in the ruling coalition, has given its incum- 
bent top office-bearers a considerable pre-ballot head start 
in future party elections. At a special general meeting on 13 
April, the party’s 35 members amended its constitution to 
automatically give any candidate for president or deputy 
president 10 votes per nomination from each division — in 
addition to the votes cast at the party assembly itself. 

This is a significant change from the constitution of the 
original, and now unlawful, United Malays National Organi- 
sation (Umno), for it means that with its successor, Umno 
(Baru), nominations will actually translate into block votes 
and not just be pre-election lip-service support by divisions 
who fear to be seen openly supporting a challenger. 

The amended Umno (Baru) constitution reflects the les- 
sons learned from the keenly contested Umno elections in 
1987, when Prime Minister Datuk Seri Mahathir Mohamad 
retained the presidency by 43 votes from his rival Tunku 
Razaleigh Hamzah, though he had been nominated by 88 of 
the 133 Umno divisions. Razaleigh had received only 37 
nominations. 

Mahathir’s running-mate, Deputy Prime Minister 
Ghafar Baba, had been endorsed by almost as many divi- 
sions — 76 out of 133 — yet when the 1,479 delegates’ votes 
were counted, Ghafar polled only 40 votes more than the 
then Umno deputy president Datuk Musa Hitam. Under the 
Umno (Baru) rules, Mahathir would have gone to the party 
polls with a comfortable 880-vote head start and Ghafar 
would have started with 760. 

The amendment to the original Umno (Baru) constitution 
has partly arisen from the increasing inability of division 
chiefs to enforce voting discipline among their delegates. 
Balloting is secret but in a few extreme cases, it was fair to 
suspect that a divisional head would vote one way and the 10 
other delegates from that same division vote another, said a 
state party worker. 
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For despite the large numbers of nominations r« 
when it came to the election proper, the vote did not tally 
with the nominations,” said Mahathir. “This does not mean 
that the people at the grassroots do not support these candi- 
dates but that the delegates had not fulfilled the mandate 
given to them by members.” NIAE ee v 

The amendments will also reduce the power of delegates 
— and therefore, some hope, the practice of vote-buying. 
Umno leaders of every stripe have complained about bur- 
geoning “money politics" in the past three elections, with the 
rumoured going price for the last clutch of uncommitted 
votes in the 1987 election running to a few million dollars on 
the eve of polling. Mc tK 

The Umno (Baru) constitution is the fruit of the intense 
rivalry of the past few years in Umno. Unhappy with pro- 
cedural discrepancies in the selection of delegates to last 
April's assembly, 11 Umno members sought a court declara- 
tion that the elections be declared null and void. On 4 Feb- 
ruary, the High Court declared the entire party unlawful be- 
cause some of its branches had not been registered. After 
much manoeuvring between Umno rivals, Umno (Baru) was 
formed, with the line between the 1987 incumbents and chal- 


 lengers clearly drawn. 


In a significant departure from former practice, the 
Umno (Baru) supreme council will appoint both the youth 
and women's wing chiefs instead of leaving them to be 
elected biennially by their respective assemblies. This indi- 
rectly gives a strong party president more freedom to dis- 
pense with largesse — and promises to change the character 
of the youth wing in particular. 2 

Umno's youth wing has traditionally acted as an inter- 
nal pressure group, whose leaders and stances were in- 
dependent of the parent body. But since 1982, when Edu- 
cation Minister Anwar Ibrahim became youth chief, his 
close alliance with Mahathir bonded the movement with 
the party's mainstream, so that they largely reflected 
the same views. Even some extreme postures adopted 
e recognised as having had the blessing of the party pre- 
sident. 

Since future youth and women's leaders, will be indi- 
rectly beholden to the top leadership for their posts, dissent 
will be far less likely. Perhaps as compensation, each wing 
will now be entitled to send 30 delegates, instead of the previ- 
ous five, to the general assembly. 
































iEN you first handle a Patek Philippe, you 
become aware that this watch has the presence 
of an object of rare perfection. 

e know the feeling well. We experience it every time 
ilippe leaves the hands of our craftsmen. 













tions of experience, it wil 
be this: choose once but | 
choose well. 

A Patek Philippe — 
because it's for a lifeti 








GENEVE 


D. Room 8O9, Wing On Par 


uthorized Retailers. HONG KO 





Service Centre. FAIRE 
fRimshatsui East, Kowloon. A 
n 
















33. Queen's Roud, Central - CHOW TALFOOK JEWELLERY CC 
and 44, Queens Road, Central - ELDORADO WATCH CO. LTD. 40. Quee 





LANE CRAWFORD LID À E x 
RoG. Central. KOWLOON, CHINESE ARTS & CRAFTS (OH. K UTD, 3O. Cant 
WATCH & JEWELLERY CO. LTD. 81. Nathan Road, Gr 


nd Floor - 
Pa "m PRS MM ee eas D CAU "fux Fay oor m 
54B, Nathan Road = KING OOK GOLD & JEWELLERY X UU LID 





road, Centrat = SHUL HWA WATCH CO 
i 





COLUDD, T 
LANE CRAWFORD LTD., Peninsula Hotel, Arcade - ZURICH WATCH CO, UD, 
SINGAPORE, PATEK PHILIPPE SHOWROOM L Cuscaden Road, A O f 

Hotel Singapore 1C Tel 7321806 JAKARTA, C V. INTAN PERMAI SENT 
Conpiex, Bick A, 22, Jalan Gain Mada. No 3-5. KUALA LUMPUR. PATEK 


Qe 


j 

















ENGHHEIES, C. CO. No. T (2nd Floor}. Jalan 13/6, 462090 
TeL 7555566/7558077 


Warm to the legend in Manila. 





MANDARIN ORIENTAL 
MANILA 


Over a century of unparalleled That’s why special requests and 
service and subtle splendour have — attention to individual details are all 
earned The Oriental Bangkok the part of our efficiency and hospitality. 

reputation of the finest hotel in the Business on your terms is our pleasure. 
world. It has become, quite simply But while you re relaxing by our 
a legend. Now you can warm to swimming pool at the end of your 
the legend in Manila. business day, surrounded 
At Mandarin Oriental we know by exotic tropical gardens, you 
that business travel isn’t the time to might take all this for granted. For 
experiment with hotels. once in your life, you can. 


MANDARIN ORIENTAL. 
THE WORLD'S FINEST HOTELS 





Mandarin Oriental: Makati Avenue, Makati, Metro Manila 3117. Tek (2) 816 3601, Thx: 63756, Fax: (2) 817 2472. 
Bangkok * Hong Kong * Jakarta + Macau * Manila + San Francisco * Singapore * The Excelsior, Hong Kong (Associate). 
Reservations: Hong Kong (5) 486606 Singapore 339 0033, 339 0066 (toll free from Kuala Lumpur), your travel agent, TheJeading Hotels of the*World or Utell International 


A een MEE M C THAN HAM BERG HEBR tri mn hese see AAAA ARN aAA 





€ BACK in 1983, the REVIEW pub- 
lished a book, The Soviet Occupation of 
Afghanistan by John Fullerton. He had 

| left us to join Reuters, having been our 
correspondent in Peshawar, Pakistan, 
whence he had covered Afghanistan for 


us, venturing several times into the 
country with the mujahideen. I wrote a 
foreword for the book drawing a paral- 
lel between the Sov ]venture and 
one of Britain's ir expeditions. 
Unashamedly, I think the piece worth 
recycling: i un 

*In 1838, Lord 










ord Auckland, Governor- 
General of India, issued a manifesto of 
intent from Simla, the Himalayan hill 
station of the British Raj. He stated the 
British. intention of restoring to the 
throne of Afghanistan the “exiled and 
rightful” king, Amir Shah Shuja-ul- 
Mulk, a weak and unpopular monarch 
deposed three decades previously and 
since then a pensioned guest of the 
British in India. The British had deter- 
mined on this course of action having 
been wrongly persuaded that the man 
who had deposed Shah Shuja. Dost 
Mohammed, was ill fitted for his re- 
sponsibility and that he and his follow- 
ers were untrustworthy allies. 

In fact the British surmised — almost 
certainly wrongly — that Dost had 
thrown in his hand with expansionary 
imperial Russia, whose empire in Asia 
was growing (mostly at the expense of 
China) even faster than Britain’s. The 
Russians were suspected of nursing de- 
signs on India in their continuous search 
not only for new lands but for warm 
water ports. British suspicions were fed 
by reports from a motley but courage- 
ous collection of agents and spies who 
played the “Great Game," with the goal 
of divining the mysterious intentions of 
the Tsar. Nowhere were these more 
enigmatic than in Afghanistan and its 
unfathomable capital, Kabul, lying 
strategically between India, due to be- 
come the brightest star in the British im- 
perial crown, and the British presence 
(and ambitions) in the Middle East. 

Having announced their intention of 
replacing one ruler with their own un- 
worthy candidate, the British duly set 
off the following year. About 9,000 
mixed troops under British command 
and 6,000 sepoys of Shah Shuja formed 
the Army of the Indus, a force accom- 
panied by a monstrous caravan of 
38,000 non-combat personnel — wives, 
families, servants and other camp fol- 
lowers, they and their supplies carried 
by 30,000 camels. Encountering little 
resistance, they ceremoniously restored 
Shah Shuja to his throne in Kabul on 6 
. August 1839. 
 .. All seemed well. Dost himself actu- 
ally surrendered to the garrison, which 
admired him as much as it despised the 
man they had installed in his place. But 
over the next two years a sense of uneas- 
iness set in; the natives were hardly 


friendly and the force was very isolated, 
the escape route back to India lying 
| across forbidding mountainous passes 
| to Jalalabad and on through the Khyber 
| to Peshawar and the plains beyond. 
| Their fears proved all too correct. In 
| November 1841, rioting Afghans 
| stormed the home of the British Resi- 
| dent and hacked him and his compan- 
ions to pieces. As the British hesitated, 
what had started as a riot ballooned into 
general insurrection. The British had 
lost all stomach for a fight. They 
negotiated what was for the then trium- 
| phant imperialists a humiliating treaty: 
| in return for Dost's return, the British 
| were to be allowed safe, escorted pass- 
_ age back to India. | 
| In the bitter cold of an Afghan Janu- 
| ary, 16,500 troops and camp followers 
| struggled out of their cantonment and 
| began a terrible nine-day retreat 
through the high, snow-bound passes. 
Time after time the Afghan cavalry 
swept down from the surrounding 
mountains and wreaked slaughter on 
the unwieldy columns, which the tribes- 
men (much better marksmen than the 
average British infantryman, and armed 
with long-muzzled jezails which easily 
outranged the British muskets) used for 
target practice. At the end, only one 
man survived: no, not Harry Flashman, 
| but an army doctor who miraculously 
| reached the Jalalabad fortress on the 
| back of an exhausted pony. 
| The British soon returned to exact 
| revenge; Dost returned to the throne, 
thereafter to prove himself a good 
friend. The Great Game continued, and 
the British had to fight another Afghan 
| war 40 years later. But the country of 
| proud and fiercely nationalistic tribes- 
| men never fell completely under the 
| yoke of the Raj. Afghanistan, still enig- 
| matic, still spied upon, still racked with 
| intrigue and internecine tribal wars, 
| continued to provide a buffer between 
| the contending empires. 
| In the first volume, Heaven's Com- 
mand, of the magnificent trilogy Pax 
| Britannica, James (now Jan) Morris 
| tells the above story of the doomed 
| British expedition and describes how, in 
| 1960, he retraced the bloody footsteps 
|of the beleaguered British columns 
Afghan feats of arms still fresh in tribes- 
| men's memories as they pointed out 
| scenes of their families’ exploits. He 
| asked one patriarch what would happen 
| now, if a foreign army invaded Af- 
| ghanistan. ‘The same,’ he hissed be- 
| tween the last of his teeth. 
| € IF history never exactly repreats it- 
self, it is largely true, as Hegel said, 
“that people and governments never 
have learned anything from history, or 
acted on principles deduced from it.” 
For, when the Soviet armies swept into 
Afghanistan in 1979 on what Christians 
celebrate as Christmas Eve, their object 








NIC REVIEW @ 2BAPRLIEB. =o O | 





ERRAT EES TM err net Mere ener tnter ntm mmm tta E RE tti hl eani Part ei omen s v alere I er ata e RP a NE AA Brand rar ar t aA ara STE A 


A ——————— M PRI 


| lieve that Washington would not move 

| from Kabul to Jalalabad. He found the | | ARS 
| held in the American Embassy in Tehe- |. 
; ran. Thus, on top ofthe necessity of pre- |. 
| serving the regime in Kabul, the strike 
| Was a pre-emptive measure against an- 


| ing Iran. 


| tions; what we still do not know is the. 


| doubts about South Vietnam's Presi. 





SAURAIT: 


was the same as that. 


























Raj befor 
them — to subdue the Afghans and ult 
mately to impose o ‘ruler 
ex-KGB agent Babra 


Reportedly some 
Soviet hierarchy were 
venture (notably the KGB 
many British (including th 
the East India Company an 
of Wellington himself) were h 
by news of the 1838 manifesto of 
Similar hypocrisies accompanied bot 
invasions: the British claimed the 
t Shuja and “supp 
(n interference a 
























independen Js, subservience 
had been established, claiming tha 
their invasion was a “limited cont 
gent" in response to repeated reque 
for assistance from Kabul. MR 
Why the Kremlin decided to move, |. 
risking and duly receiving grave censure | 
not only from China and the West but |. 
from most of the Islamic world, from | 
most of the Non-Aligned Movement, |. 
from the members of Asean (already | 
nervous of Vietnam’s growing closeness. T 
with Moscow) and from many fellow |- 
communists for whom this act of blatant | | 
imperialism proved the last straw, is still 4 
the subject of conjecture .. ? (ocu 
€ WE still do not know. The invasion | 
does not seem to have been part of any | 
grand design, in no way a natural sequel. 
to Tsarist expansionism. Nor was it |. 
seemingly a deliberate acquisition of a |. 


AS, subservience 


| beachhead from which the West's 


sources of energy could be threatened. 
It could have been that Moscow had 
convinced itself that it must intervene to 
peda a humiliating collapse of the 
larxist (but unsatisfactorily subser- 
vient) regime of Hafizullah Amin. : 
Personally I still think that the Krem- 

lin mistakenly attributed Raj-like im- | 
perialist attitudes to the overly idealistic. 
administration of Jimmy Carter, how- 
ever obvious his desire for détente and 
Salt II. Moscow simply could not be 

















into Iran to rescue the hostages then 


expected US move against neighbour- 


€ GORBACHOV appears ready to 
accept his predecessors’ miscalcula- 


fate of the face-saving regime he is leav- 
ing behind (another parallel — with the - 





dent Thieu after the US withdrawal of 
troops). Will it collapse or have the Af 
ghans more fighting to do? | 
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Loggers and locals fight 
for the heart of Borneo 


By Margaret Scott in Marudi 


j) pes is the battleground of Dayak cul- 
ture, a young man named John an- 
nounced as we headed west from 
Marudi in an air-conditioned speed 
boat. The other passengers stared at a 
video of fat American wrestlers hurling 
each other about a ring, but John ig- 
nored the wrestlers and read the 
magazine for would-be mercenaries, 
Soldier of Fortune. After Marudi the 
jungle grew thicker along the Baram 
River, the highway of northern 
Sarawak, and John put aside his 
magazine to point out longhouse after 
timber company as though they were so 
many redoubts along the front line. 

John began with Uma Long 
Banyok, a longhouse torn apart by a 
feud sparked by residents' accusations 
that the headman had squandered his 
people's native land rights for the be- 
nefit of the timber companies. Next 
came the Sarawak Plywood Co., one of 
the Sarawak's biggest, besieged last 
year by Baram residents who set up bar- 
ricades across the logging roads. f Was 
here that activists such as John showed 
their savvy in attracting international at- 
tention. 

Further west, near a river settlement 
called Long Lama, came the longhouse 
of Uma Bawang where 42 residents face 
criminal charges for setting up a block- 
ade. And over the ridges on the river's 
northern shore lay the forest of the Pen- 
ans, a tribe of nomads now notorious for 
battling with logging companies. 

It was in part a tour of the headlines. 
The clashes between the loggers and the 
Dayaks who live along the Baran River 
basin has all the elements of a great 
story. First there is the larger environ- 
mental issue of the disappearing tropi- 
cal rain forest. Then there is a govern- 
ment which can easily be made to fit into 
the role of the villain — allowing the 
forest to be cut, the wild boar and gib- 
bons and other wildlife to be driven out, 
the hillsides eroded and the streams 
silted up. And lastly, the timber com- 
panies are intruding on the habitat of 
the Penans, one of the remnants of that 
nya era of the Wildman of Borneo. 

ut this version of events in the 
Baram River valley is deceptive. A tale 
of environmental importance exists, but 
it is hardly the focal point. What is going 
on in the river basin is a fight for land 
and political power. It is a cultural and 
ethnic fight; environmental issues are 
on the periphery. . 

“We are fighting for our lives, our 
longhouses, our land. What happens 


44 


here will determine whether our way of 
life will survive,” pronounced John, a 
self-appointed Dayak nationalist wary 
of the government or publicising his full 
name. He is 31 years old and a Kayan, 
one of the two dozen indigenous groups 
that fall under the rubric of Dayak, the 
largest ethnic group (about 44% of the 
state’s 1.4 million population) in the ra- 
cial swirl of Sarawak. 

At the root of this fight which pits the 
Dayaks against the timber companies is 
the pat of a threatened minority. The 
Dayaks are threatened by modernity, 
by Malay-dominated Malaysia, and, 
most immediately, by the logging com- 

anies. Taking on the timber companies 
is just the easiest target. It is a proxy 
fight against the state. In this, environ- 
mentalists are a remarkably effective 
partner. 

The discovery of the Baram basin by 
groups such as Survival International, a 
London-based group which sent a mis- 
sion to Marudi in January and released a 
scathing report on the Sarawak govern- 
ment's forest policy, has not been acci- 
dental. The Baram activists have been 
cultivating such contacts. "Sure we care 
about preserving the rain forest. But 
that is really secondary. But we do care 
about the publicity and it is the environ- 
mental issue that gets the attention," 
said a volunteer in the Marudi office 
of Sahabat Alam Malaysia (SAM) 
(Friends of the Earth). 

Harrison Ngau, a Dayak who started 
SAM in 1982, has worked hard to forge 
an alliance between Dayak activists and 





Penans: taking on timber companies. 
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environmentalists. Perhaps it was for 
his efforts that he ended up among the 
106 Malaysians arrested last year under 
the Internal Security Act which allows 
for detention without trial. He is now 
under a mild form of house arrest, con- 
fined between the hours of 10 p.m. and 
6 a.m. He still goes to SAM's office in 
Marudi every day. 

“We have warned the government of 
the problems up here. The government 
has chosen to ignore us and the prob- 
lems. If something happens, all I can say 
is the government has been warned," 
said Ngau recently. “A lot of money is 
being made from trees and Dayaks are 
not getting anything and they are losing 
their way of life. The government says 
this is development. If this is develop- 
ment, Dayaks don't want it." 

All over the region, though not just 
in Asia, the fundamental, hounding 

uestion is how to be modern and at 
the same time retain a sense of cultural 
identity. This quandary is posed in a 
stark, dramatic form by Ngau and other 
Dayak activists along the Baram. Their 
fight with the timber companies is also a 
tussle with modernity. What does it 
mean to be a modern Dayak? Where do 
the traditions of the longhouse fit? 


T logging companies have become 
a kind of metaphor for the onslaught 
of the new. The loggers have brought a 
cash economy, the air-conditioned ex- 
press boats with the videos of fat 
wrestlers. The river trip from Miri to 
Marudi used to cost M$1 (39 US cents), 
but now it costs M$10. Much of the new 
has been judged destructive, crass, 
materialistic and a threat to what is call- 
ed the longhouse way of life. 

For all its remoteness, the uproar 
along the Baram has exposed the most 
unruly and ugly surface crack of some 
deep  faultlines running through 


Where have all 
the trees gone? 


+e pedites was supposed to be the 
showpiece, the long-awaited spot 
where the tropical rain forest would be 
managed sensibly. Sarawak started later 
than the others in the tropical belt and its 
timber industry was to grow under a 
strict and admired Forest Bill. 

Now, though, Sarawak is the bad boy 
of the rain forest, and its policy is under 
attack for running roughshod over the 
trees and native rights. 

"Rubbish," is the response of the of- 
fice of chief Minister Datuk Patinggi 
Abdul Taib Mahmud, which claims the 
future of the forest (and the natives) is se- 
cure under Taib's *politics of develop- 
ment." This scheme calls for the conver- 
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Sarawak, a state that is split along 
urban-rural and ethnic lines. Unlike 
Peninsular Malaysia, where the political- 
racial duet of Malays and Chinese domi- 
nates, in Sarawak it is a triangular af- 
fair: at the apex are the Malays and 
Melanaus, who make up about 
20% of the population and have 
wielded political power since 
1969; the base is formed by 
Dayaks, who are 95% rural 
and have only recently made 
a concerted political play 
through the Sarawak Da Ei 
People’s Party (PBDS), 
and then there are the 
Chinese on the sidelines making 
up 29% of the population and the 
bulk of the business class. 

The blockades and condemnation 
of the Sarawak government by en- 
vironmentalists has caused this 
triangle to teeter a bit. First, there were 
last year’s embarrassing disclosures dur- 
ing state elections of the thick tangle of 
political patronage and the granting of 
the state’s 320 timber licences. By the 
campaign’s end, the tally of charges and 
counter-charges had it that companies 
associated with the current chief min- 
ister, Datuk Patinggi Abdul Taib 
Mahmud, controlled some 1.6 million 
ha of logging areas while another 1.25 
million ha were in the hands of those as- 
sociated with Taib’s political rival and 
uncle, the former state governor Tun 
Abdul Rahman Yakub. 

Then, on the heels of this flap, 
came the Baram blockades. And most 
recently, environmental groups in 
Europe have launched a campaign 
to ban imports of logs from Malay- 
sia as a sign of protest for the ar- 
rest of Ngau and the treatment of the 
Dayaks. 

The government's reaction to all this 
will affect the environmental landscape 
of the state and its economy, which is 
dependent on timber exports. Malaysia 
is the largest exporter of tropical 


sion of 1 million acres of forest to agricul- 
tural use over 10 years. Hence, land in 
this category is being cut clean, and the 
remaining permanent forest will be 
managed for a long-term source of tropi- 
cal hardwood. Then Sarawak will follow 
in the footsteps of Peninsular Malaysia 
by creating rubber and cocoa planta- 
tions where once there were trees. 
Under the scheme, Dayaks from far- 
flung longhouses will be resettled in 


townships and offered emplovment on 


the agricultural plantations. Many 
Dayak leaders and activists blanch at 
this scheme. It will rob Dayaks of their 
land and a way of life based on the farm- 
ing of small, privately owned plots. 
Datuk James Wong, minister for the 
environment and tourism as well as one 
of the state's timber tycoons, has taken 
on the task of rebutting Sarawak's cri- 
tics. He has led the government's cru- 
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hardwood logs in the world, and the 
bulk of them come from Sarawak, 
Malaysia's largest state with 76% of its 
land area of 12.3 million ha covered 
with forest. (Sarawak set a record in 
timber earnings last year, reaping 
M$1.9 billion from tropical hardwood, 
which represented 28.3% of the state's 
earnings.) 


hat the government does also will 

have political consequences. 
Events in the Baram basin raise some 
tough questions: what responsiblity do 
the politicians in Kuching or the na- 
tional policymakers in Kuala Lumpur 
have to ensure the survival of Dayak 
culture? To what lengths should the 
government go to tailoring develop- 
ment to fit the patterns of the long- 
house? In practical terms, are Dayaks 
entitled to some of the timber profit and 


sade to charge that it is Dayaks, through 
shifting agriculture, who are destroying 
the forests rather than loggers. “There is 
too much sympathy for Dayaks. Their 
swidden lifestyle must be stamped out. 
Many of them will have to leave those re- 
mote longhouses,” he said. 

Despite the government’s insistence 
that Sarawak’s loggers adhere to selec- 
tive logging practices and that its perma- 
nent forest is in fine shape, there are 
voices of dissent from within. A senior 
official in the Forest Department, for in- 
stance, said that the cutting rate is much 
too high. He said close to a 50% reduc- 
tion would be needed to enforce logging 
requirements properly. “I am very pes- 
simistic,” he said, requesting anonym- 
ity. “I don’t think there is the political 
will to slow down. We will end up like the 
Philippines — importing timber.” 

— Margaret Scott 
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Longhouses 


REVIEWMAP by Andy Tang 


is the government obligated to recog- 
nise Dayak claims to land based on cus- 
tomary laws? 

A new breed of ethnic nationalists 
has already decided the state has fail- 
ed. They do not put much faith in the 
democratic process and the PBDS, the 
Dayak party which catapulted into 
prominence in last year’s election (cour- 
tesy of the Taib-Rahman feud and some 
M$10 million in campaign funds from 
Rahman) by winning the most seats of 
any party in the state legislative assem- 
bly. Since the election, PBDS’ 15 as- 
sembly seats have been whittled down 
to nine after six defections from the 
party. Even with a huge voter turnout, 
the young activists say, political con- 
trol will always be denied a Dayak 
party because they will never be able 
to win a majority. Besides, according 
to the activists, PBDS has lost its 
credibility by teaming up with Rah- 
man. 

The anger and the activism of these 
ethnic nationalists rests on a contradic- 
tion. They see modernity and the timber 
companies as a threat, yet they are the 
product of modernity. They are like 
other generations of nationalists in 
other places, torn between being mo- 
dernists and traditionalists, 

John, who attended missionary 
schools and studied abroad for a time to 
become a priest, is a pem example of 
the contradictions. He says he is not 
anti-modern, not anti-development. 
But he wants development for the Da- 
yaks not for the Malays and the politi- 
cians in Kuching. He used to live in the 
oil and timber boom town of Miri. One 
day, he realised that his longhouse 
needed him. He returned and, with a 
handful of others like him, has been or- 
ganising the longhouses along the river 
to demand compensation from the log- 
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ing companies for using land the 
re claim under customary 
aw. 

Last year, a book was published call- 
ed the Natives of Sarawak by Evelyne 
Hong, a social researcher from Penang, 
and one of its themes is what she consid- 
ers the step-by-step erosion of Dayak 
land rights by the Sarawak Govern- 
ment. Dayak nationalists of course 
love this book, and fighting for their 
land rights is the mainstay of their 
strategy along the Baram. They demand 
compensation from the timber com- 
panes for using land claimed by the 
onghouses. When the companies 
baulk, barricades which choke the log- 
gers access to the river appear. Often 
the companies pay; occasionally those 
at the blockades are arrested. 

Behind the 72 doors of Long 
Banyok, for instance, there is talk of 
another blockade within the timber con- 
cession controlled by Sarawak Ply- 
wood, one of the first companies to 
come to the Baram. The company has 
been paying the residents of Long 
Banyok M$6,000 a 
year as compensation 
for the use of their 
land, including the 
site of the company’s 
saw mill. The trouble 
started a few months 
ago when some com- 
pany officials paid a 
visit. It was later dis- 
covered that during 
the visit the headman 
agreed to transfer 
title of the land 
where the saw mill 
stands to one of the 
officers of Sarawak 
Plywood. 

That discovery led 
to a feud. The dis- 
gruntled residents 
sought advice from SAM and the other 
Baram activists and now there is a show- 
down with the company. The residents 
want to stop the title transfer and they 
want M$25,000 from the six contract- 
ors now extracting logs from Sarawak 
Plywood's licensed concession area. 





[one Banyok's tussle with the timber 

company has echoes all along the 
river. The land claims of the longhouses 
are often hazy, based on an oral tradi- 
tion that has not been translated into a 
legally recognised land claim. Usually, 
the timber companies strike a deal with 
the headman and pay what amounts to a 
peace payment. 

John says his leave-taking and then 
return to the longhouse is a modern ren- 
dition of an old Iban custom known as 
bejalai, which is a journey young men 
take as a rite of passage. In earlier days, 
when Ibans and others began migrat- 
ing from the southern side of the 
island of Borneo in the mid-1700s, 
bejalai meant excursions in search of 
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Logging trucks idle; road blocked by longhouse residents. 


adventure, head-hunting expeditions. 

All through the era of the White 
Rajahs, beginning when the first White 
Rajah, James Brooke, landed in what is 
now Sarawak in 1839 and ending ab- 
ruptly when the Japanese occupying 
forces arrived in World War II, bejalai 
was a tradition linking a nomadic past 
with the increasingly sedentary present. 
Except for the 10,000 or so Penans, 
Dayaks are now settled farmers, prac- 
tising swidden or shifting agriculture. 
Most are Christians, converted decades 
ago by missionaries. 

Now bejalai takes young men to the 
oil fields off the coast of Miri to work on 
Shell's rigs, to Brunei to work on the 
docks and on trading ships, or to the 
forests to operate chainsaws for logging 
companies. Many young men never re- 
turn to their longhouses. Stephen Teo, a 
film-maker who grew up in Miri, made a 
film completed last year called Bejalai. 
It is about the modern version of the 
journey, an odyssey into rootlessness. 

The film is a sad tale of disappearing 
Dayak culture. The opening sequence 


m 
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shows a father and son burning a batch 
of the forest in order to farm and then 
preparing for the harvest festival. At the 
festival they are told by a government 
official that a dam is being built on their 
land, and they will have to be resettled. 
The pas rire falls apart, the son wan- 
ders — his version of bejalai. He meets 
an old man who asks him why he does 
not go home. The young man tells the 
old one he has no home to return to and 
that he is going to the city. The old man 
says there is no land in the city. 

The young man’s dreams are 
haunted by visions of disappointed an- 
cestors. In his wanderings, he meets a 
girl he cannot forget. He sees her in a 
discotheque in the city, but she shuns 
him. He has nothing to offer her. 

Michael, a farmer who returned to 
the longhouse from his own bejalai 


Malaysia strikes back: page 48 


Losing nature’s cures: page 48 





about three years ago, said the film was 
too sad, too pessimistic. “Life here is 
better than in the city.” 

But then why do so many young 
people leave the longhouse? 

“It’s true many leave. But then they 
find the city has so little to offer them. 
Like that old man in the film said, there 
is no land in the city. But here there is 
land so they should come back and fight 
for it,” Michael said. 

The young nationalists want to re- 
write the ending. They want the bejalai 
wanderers — the young Ibans, the 
Bidayuhs and Kenyahs who hang 
around the new shopping malls of Miri 
— to return to the longhouse and fight 
for their land. It is a romantic attitude. 


io statistics show a less romantic, 
bleak picture of life in the long- 
house. They show that Dayaks are the 
poorest, unhealthiest and least edu- 
cated of all Sarawak's peoples. For 
example, 41.6% of the rural population 
live below the poverty line (M$384 a 
month for a family of five) and Dayaks 
make up 95% of that 
pulation. Accord- 
ing to 1980 literacy 
rates, 55% of Sara- 
wak residents could 
read. For Dayaks, 
though, the rate was 
4196. In 1983, 855 
Dayak students went 
on to higher educa- 
tion compared with 
1,421 alay and 
33,727 Chinese stu- 
dents. Most of the 
longhouses have no 
electricity; only 
those who are pros- 
d enough can 
uy their own gene- 
rators. Few have 
running water. 

Peter M. Kedit, an ethnologist at the 
Sarawak Museum in Kuching who 
wrote an anthropological dissertation 
on bejalai, views the activists in the 
Baram as pioneers determined to rede- 
fine bejalai and what it means to be a 
modern Dayak. Yet, Kedit said their 
approach will not work because it is an 
angry retreat from the modern world. 
"Anyone can see that the Dayaks of 
Sarawak have been left out of develop- 
ment. The real question is, what can be 
done about it. These young activists can 
cause a loot of trouble, but I don't know 
if they can do anything." 

In the world of the Baram activists, 
keeping Dayaks in longhouses is the 
answer. For someone like John it is a 
simple axiom: “Without the longhouse, 
Dayak culture will disappear." But for 
someone like Kedit, the activists' solu- 
tion is unrealistic. Bejalai, according to 
Kedit, has become the Dayaks' ver- 
sion of "the urban-rural drift which 
is characteristic of many developing 
countries." 
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dustries Ministry has gone to Europe. 
The mission was due to have visited Bri- 


“gers, thata om the F ry 
| tain, West Germany, the Netherlands 


at envi 


: By Nick Seaward in Kuala Lumpur 


hile the environmentalist lobby at 
= the state level has been but a minor 
. irritant, the federal government has re- 
-sponded swiftly to moves in Europe to 
boycott Malaysian tropical wood pro- 
ducts because of the effect of logging on 
the world ecosystem. This response has 
ranged from Prime Minister Datuk Seri 
Mahathir Mohamad's personal rebuke 
of a 10-year-old English schoolboy for 
having criticised Malaysia’s logging pol- 
icy, to the timber trade propaganda mis- 
| sion currently touring European capi- 
—] tals, led by Primary Industries Minister 
=t Datuk Lim Keng Yaik. 

The reason why the response has 
. | beensoheavy-handedis because the en- 
_ |. vironmentalists have been hitting hard 
Cf. in two areas where Malaysia is espe- 
| cially vulnerable. The first is their ac- 
-| cusation that the traditional native 
j| rights of the indigenous groups of Sara- 
wak and Sabah are being trampled on 
by urban-based Malay and Chinese 
businessmen — many with close links 
with the state governments or leading 
political personalities. Secondly, a 
boycott threatens to have a drastic ef- 

fect on Malaysia's agricultural exports. 
: In 1986 — the latest year for which 
*- |. complete statistics are available — ex- 
ports of saw logs and sawn timber 
earned for the country M$4.07 billion 
(US$1.6 billion), or just under 15% of 
total non-oil exports. Timber outper- 













formed the traditional rubber, palm oil | 


and tin sectors and it is probably safe to 
say that without the strong recovery in 
the world price for wood, the Malaysian 
economy would not have achieved the 
1.296 growth that it did that year. 

Since 1986, the price of timber on the 
world markets has come off a bit — 
from M$549 a m? of sawn red meranti to 
M$528 by the end of 1987 — 
but exports of the commod- 
ity are believed to have risen 
in value by around M$800 | 
million last year. This was | 
due to a 40.5% increase in 
production of saw logs. 

Under the current Fifth 
Malaysia Plan (1986-90), 
152,000 ha have been allo- 
cated for logging and a total 
of 1.15 million ha have offi- 
cially been placed under pro- 
tection as wildlife reserves, 
national parks or virgin 
jungle reserves. 

There is a limit as to how much dam- 
age the federal government can undo as 
land — and the allocation of timber con- 
cessions — is a state prerogative which 
is jealously guarded as a source of con- 
siderable patronage. Nevertheless, it is 
to defend the state governments' rather 
shaky conservation record and to 
counter the growing support for the na- 
tive tribes in their fi 


ight against the log- 
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and Belgium from 6-18 April. | 
Lim had taken with him statistics 


| claiming that Malaysia's conservation 


programme is responsible and effective. 
He is also expected to have tried to de- 
bunk the notion that the indigenous 


| groups are preserving the forest from 


the loggers. Official estimates published 
here recently state that seven tribal 
groups in Sarawak, for instance, burn 
over 60,000 ha of virgin jungle a year to 


| support their shifting cultivation. 


The main thrust of the minister's 
argument, however, appears 
to be that the environmen- 
| talists in Europe are simply 
| fronting up for Malaysia’ 
| competitors in the timber in- 
| dustry. Speaking at the 
launching of the 17th World 
Forestry Day on 21 March 
| near Kuala Lumpur, Lim 
| said he had "a sneaking sus- 
| picion" that producers of 
| temperate softwood were 
| behind the efforts to dis- 
| credit Malaysian hardwood. 
Lim linked the anti- 
hardwood campaign with the 
attempts last year by the American Soy- 
bean (sic) Association to have palm oil 
labelled with à health warning. 

Lim said that "blind idealists" have 
been used as pawns by the softwood 
producers. The minister added that as a 
result of their campaign, some local au- 
thorities in EC countries were refusing 
to issue certificates of fitness to houses 
built of tropical hardwood. Oo 
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| Losing nature’s cures 


By Rodney Tasker in Bangkok 


slt AS nature-lovers and conservationists wring their hands 
c] FA over the destruction of Asia's tropical rain forests, health 
| officials are becoming alarmed that potential sources of 
^1: medicine are vanishing. The forests, with their rich fauna and 
col flora, provide havens for plant species which can be used in 
^ drugs. 
. The issue of disappearing tropical forests was one of the 
-central themes at a recent UN-sponsored conference, under 
the banner “saving lives by saving plants," attended by dele- 
-gates from more than 20 countries in Chiang Mai. The confer- 
ence, the first of its kind, was attended by officials of the 
World Health Organisation, the International Union for the 
. Conservation of Nature and the World Wildlife Fund among 
Others. Significantly, the host, the Thai Government, has only 
recently recognised that its once richly forested country now 
-has only 25% of its land area covered by forest, and has 
launched a reforestation programme to increase this to 40%. 
About 2 million km? of the world's estimated 9 million km? 
tropical rain forest area is found in Asia, mainly in Southeast 
Asia. The conference heard that of the world's known 250- 
750,000 higher plant species, most are found in tropical 
* forests. Only 15% of these have been screened for drug use. 
Plants are disappearing at an alarming rate, with botanists 
conservatively estimating that 10% of the species could be 





gone by the end of the century. A particular worry is that log- 
ging, agriculture and the extension of residential and industri- 
al areas is gobbling up tropical forests. The plants found in 
tropical forests possess more active biological qualities than 
those in temperate or sub-tropical zones. 

*Certainly, in a flora as rich as the tropical rain forests, 
many plants that have been used for milennia by the rain 
forest people still remain unknown to the world . . . and will 
even be lost forever if nothing is done about them," according 
to botanical experts Norman Farnsworth and David Soejarto. 

A related concern was that indigenous forest people were 
being forced or lured out of their natural habitats, taking with 
them their special knowledge of traditional herbal remedies 
which had been handed down for generations. 


|" Asia experts calculate that some 6,500 plant species are 
used in traditional medicines, or home remedies, though the 
healing qualities of most of the preparations have yet to be 
fully tested by modern science. 

The major concern of the delegates gathered in Chiang 
Mai was that the erosion of plant life would deprive future 
generations of potential sources of life-saving drugs. The con- 
ference heard that while 30-50% of the total group of anti- 
cancer drugs, which save an estimated 15% of cancer victims 
in the US, are plant-based, health officials are still seeking ef- 
fective treatment for a range of other serious diseases. These 
include certain cancers, AIDS and herpes, arthritis, muscular 
dystrophy, Parkinson's disease, alcoholism, liver disease and 
some genetic diseases. 
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Next to our business jet,an airliner 
feels positively cramped. 


If you're in a race for an important contract, flying with 
a scheduled airline can really cramp your style. 

You can only go when and where the airline goes. Your 
flight can be delayed, cancelled or diverted. (As can your 
luggage.) 

Even if you set off early, it means setting off half 
prepared. And even in First Class, you cant freely discuss 


your tactics. 

But in the BAe 125/800, youre free of all that. Withir 
an hour or so of notifying the pilot, you can be airborne 
You can use local airfields, nearer to your prospects. 

But cant all business jets make a similar case agains 
scheduled airliners? Yes and no. 

No other mid-size business jet has the 125/800: 
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bility to use unpaved airstrips. 

The 125/800 can carry 6 passengers, plus crew, plus 
iggage for 3000 miles in one hop. But rival mid-size 
usiness Jets cant stretch that far. 

While on the subject of stretching, the latest 800 has 
n even more spacious, open-plan cabin. (And you can pack 
1 even more luggage: 65 cu. ft.) 








Compare this to the brain-cramping conditions inside 
its competitors. And youll realise why the BAe 125/800 i 
the world’s best selling mid-size business jet 

For further information contact: British 
Civil Aircraft Division, Marketing Operations Cent 
PO. Box 35, Stevenage, Herts 5G1 2DG, England. Tel 
07072-68123 Telex: 826876 
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PAKISTAN 
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` MA ben President Zia-ul Haq set 
i about to Islamicise Pakistan soon 
. after his coup in 1977, the rights of women 
> became one of the most controversial 
issues. The reaction of some women was 
. Strong enough to capture newspaper 
. headlines and to place the role of 
. women and Islam in the public spotlight 
in a way that was never possible after 
the Iranian revolution. 
~ Khawar Mumtaz and Farida 
| Shaheed, both women activists and 
-| founding members of the Women’s Ac- 
c| tion Forum (WAF), have written the 
first concise history of the women’s 
^. movement in Pakistan, concentrating 
| specifically on the Zia period. 
| Zia's first act was to promulgate the 
"Hadood Ordinance in 1979, which 


| made sexual offences crimes against the | 
state punishable by Islamic law. It took | 


two years before feminists acted, only 
after a woman and her lover were sen- 


(c tenced to death by stoning and 100 [lm 
— | lashes each. Activists in Karachi and | 
< Lahore went on to form WAF, designed | 





<- | to gather women's groups under one 
umbrella to take up specific issues. 

| This movement was given its impetus 

| by the educated, urbanised, well-to-do 

- women who were galvanised by Zia’s at- 

tacks on the privileges of the female 

^|. elite. The women's movement in Pakis- 

tan still suffers from being mainly a 

movement of the elite. 


















"he Islamic revival in the 1980s has 
| been a popular hobby horse of West- 
ern academia, but it has failed to live up 
to its reputation. 

. Tran has sunk back into outright 
nationalism to pursue its war with Iraq, 
rather than export Islamic revolution 
abroad. Saudi Abrabia's worldwide 
. funding of everything from Islamic an- 
© thropology to zoology has lost its appeal 
ever since the Saudis started running 
out of cash. A fundamentalist political 
< Islam in the Middle East and Asia re- 
mains the minority affair it was a decade 
ago, despite some state patronage from 
regimes such as President Zia-ul Haq's 
- in Pakistan. What remains is a greater 
` belief in Islam as a personal religion, its 
«culture and traditional way of life for 
. millions of Muslims all over the world. 


A matter of class 


Women of Pakistan by Khawar Mumtaz and Farida Shaheed. Zed Press, Lon- 


From its days as a British colony, 
Pakistan has a long history of women 
being educated and participating in 
politics. Women took part in the anti- 
imperialist Khilafat movement in the 
1920s and played a major role in the 
Muslim League that led the independence 


| Revival loses steam 


Islamic Reassertion in Pakistan: The Application of Islamic Laws in a Modern 
State edited by Anita M. Weiss. University of Syracuse Press, Syracuse and Van- 
guard Books, Lahore. Rs 250 (US$14.30). 


The end of martial law in Pakistan 

and the revival of a limited form of 

| democracy has led to the sudden death 

of the Islamicisation process begun in 

1978, even though its main advocate, 
Zia, is still in control. 

There is a common assumption now 
within the government that Islamicisa- 
tion has not worked because it has been 
unpopular, has failed to galvanise the 
masses and has led to far more sec- 
tarianism than ever existed before. 
Weiss' edited collection of essays ap- 
pears to endorse this view. 

Weiss' own first essay on "The His- 


torical Debate on Islam" in South Asia | 


is an excellent short analysis of the foun- 
dations of political authority in the Is- 
lamic history of South Asia. She shows 
the diversity of the various schools of 


| struggle for Pakistan against the British. 






























ter independence, then president 
Ayub Khan gave women the first Fam- 
ily Laws in 1961. These laws, though, 
hardly affected the bulk of rural women 
living under tribal and feudal systems. 
Then after Zia came to power, accord- 
ing to the authors, he took a personal in- 
terest in amne women’s rights. He 
stopped women foreign-service officers 
from serving abroad. In 1982, Zia 
handed chadors (head covering) to 
women members of the assembly. 
Further, women athletes can- 
not perform abroad or in front of 
men at home, but there is no official 
ban because that would bring down 
the wrath of the UN and interna- 
tional athletic bodies. Instead, like 
so many other measures related to 
women, the ban is verbal and unoffi- 
cial rather than law. 
Most of the book chronicles the 
growth of WAF, its impact on govern- 
ment policies and its strategies to 
counter the mullahs and the Zia govern- 
ment. The authors detail all the disputes 
in WAF: whether women's rights 
should be tackled from within an Is- 
lamic framework or from without, and 
the movement’s relationship with 
opposition political parties and trade 
unions. 
For the authors, “as long as Islam 
plays a central role in Pakistani culture, 
an Islamic framework is a necessity and 
not a choice." WAF has remained a 
non-political body. The authors admit 
that one of the reasons that the women's 
movement has become somewhat ir- 
relevant is from its inability to create 
grassroots organisations. | 
-— Ahmed Rashid 


thought and the consequent problems 
that the Zia government faced to imple- 
ment Islamic measures. Pakistan's legal 
system became totally confused as civil, 
Islamic and military courts operated 
side by side until Zia passed an ordi- 
nance in 1979 making the military courts 
supreme. VENE 
. The most impressive overview of Is- 
lamicisation is given by Hamza Alvi, the 
only Pakistani contributor to the collec- 
tion. He argues that it was the Muslim 
salariat, or urban professionals and gov- 
ernment functionaries, who spearhead- 
ed the Pakistani movement for a state 
that would be Muslim but not Islamic. 
The predominance of the Punjabi 
salariat ensured that Pakistan's ethnic 
minorities would be done out of their 
share of the cake. He considers that the 
regime has invoked Islamic ideology only 
as a means to legitimise its authority. 
This book's usefulness is its reliance 
on field research and empirical evi- 
dence, and it will remain a perceptive 
guide to anybody interested in the Is- 
lamicisation process. — Ahmed Rashid 
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A jolt back to the present 


By Philip Bowring in Hongkong 


|: was as though the October crash had never happened. 
The second quarter of 1988 set off in fine style, propelled by 
most of the same factors which had made the first few months 
of 1987 so rosy — a plentiful supply of money, reasonably 
stable interest and exchange rates, and plenty of fast talking 
and self deception by the stockbroking big battalions deter- 
mined to show that all their optimism of a year earlier had 
been justified after all. The October crash was just a mistake, 
a computer-driven aberration. 

Reality suddenly returned with the February US trade fig- 
ures which showed a sharp rise in the deficit after three 
months of relatively good news. Though it may be easy to 
over-emphasise one month’s figures, they shattered the illu- 
sion on which so much of stockmarket’s relative optimism had 


been built — that the deficit was shrinking steadily to more 
manageable levels without need for higher interest rates and a 
recession-induced sharp reduction in US domestic demand. 
Markets had taken the resilience of US demand as a positive 
sign, but they may now see it as a product of pre-election poli- 
tics which will make eventual readjustment more painful. 
Some non-US markets, led by Japan, have meanwhile 
tended to take the view that US problems are not theirs any- 
way. Their big trade surpluses continue to provide room for 
further expansion of domestic demand which could largely 
offset future weakness in exports to the US. Meanwhile, 
domestic demand is already fuelling strong profit growth. 
The Taipei market followed Tokyo’s lead with a continua- 
tion of its dramatic recovery and Seoul was close to new highs. 
The problem of these markets, however, was that though eco- 
nomic fundamentals remained good, share price had already 
more than discounted them. For example, year-on-year 
wholesale price movement in Japan may be about to turn posi- 


Bonds offer opportunities for the longer-term investor 


Temptation in yields 


By Anthony Rowley in London 


rsssismge om bond markets offer little potential for capital 
gains at the moment. But there is an opportunity to lock in 
solid yields at the medium to long end. Eurobond issues usu- 
ally carry a yield premium over domestic issues to compen- 
sate for lower liquidity. For the income-conscious investor, 
this segment of the market can be attractive. 

Euro-Australian dollar issues used to be the darlings of 
the market. But the recent market rally in the wake of im- 
proved economic fundamentals has cut yields to the point 
where institutional investors are becoming cautious. The 
view in the City of London is that Australian-dollar issues 
will not be attractive again until yields on 10-year govern- 
ment bonds climb back above 12%. 

Some investors have eyed Canadian-dollar Eurobonds as 
an alternative. Their yields have risen to more than 9%, re- 
flecting relatively low prices. Analysts, however, feel that 
this interest is probably premature. They are not yet at- 
tracted by economic fundamentals in North America. 

The Eurosterling sector is a bigger and more complex seg- 
ment of the market. This year could see a rush of new issues 
as British companies seek to replace bank borrowings, which 
they have relied on since October's stockmarket crash, with 
fixed-interest Eurosterling bond issues. 

The sheer volume of new issues could have a depressing 
effect on prices, though initial yields are likely to be quite at- 
tractive. New issues also tend to have greater liquidity than 
existing stock. This would allow investors to exploit trading- 
capital gain opportunities if, as seems likely, sterling interest 
rates subsequently decline. 

Sterling's strength has been an obvious factor buoying 

rices in the Eurosterling sector this year. However, inflation 

ears and Britain's growing current-account deficit are likely 
to slow the rise of sterling. What goes for Eurosterling bonds 
also goes for domestic government bonds — gilts. But there 
are arguments for buying long gilts. With no net public-bor- 
rowing requirement this year, and possibly some repayment 
of government debt, there is likely to be a steady drying up of 
issues at the long end of the gilt market. 

The government will probably fund its modest borrowing 
— about £5 billion (USS9.4 billion) this vear — at the short 
and medium end of the market. This raises the spectre of a 
shortage of long-term assets for British institutions to match 
their long-term liabilities. This has already driven prices up at 


54 


the longer end of the market and could force them higher. In- 
terest rates in Britain are also likely to fall in view of the con- 
tinuing strength of sterling. 

French Government (domestic) bonds, Obligations As- 
simables du Tresor (OATs) remain attractive. Security 
Pacific-Hoare Govett in London. one of the houses which 
deals in Euro issues as well as domestic bonds, is especially 
bullish about OATs. Yields are slightly higher than in the 
British market, inflation is easing as growth slows and in- 
terest rates are expected to fall further. 

OATS represent a relatively small market sector, though 
they can be dealt in easily enough through the bigger London 
houses. The benchmark 9.8% OAT issue (1996) was yielding 
an attractive 9.27% at the end of the first week in April. 
There is also capital gain potential. Fears of French franc 
weakness are felt to have been overdone in the run-up to the 
presidential election. Some analysts feel that OATs are cur- 
rently more attractive than Deutschemark bonds, which are 
seen as "safe but dull." 

Few analysts have anything encouraging to say about 
yen bonds — either domestic or Euroyen issues. The yen's 
strength is felt to have run its course — at least in 
the short term. The outlook is for firmer interest 


Small-time bonds 


urobonds are not normally for the smaller investor 

(Belgian dentists notwithstanding), so the introduction by 
London-based merchant bank Hambros of a Eurobond fund 
in which the minimum investment is £5,000 (US$9,375) could 
open up a new sector of demand. 

This “unique” fund, as Hambros calls it — the Hambro 
Eurobond & Money Market Fund (EMMA) — has been au- 
thorised for sale in Hongkong as well as in London. EMMA, in 
fact, consists of seven specialist Eurobond funds and an equal 
number of money-market funds, all of which will be listed in 
London. 

Other Eurobond funds exist, but they concentrate princi- 
pally on the US-dollar sector. EMMA will be a multi-currency 
umbrella fund (registered in Guernsey, Channel Islands) with 
separate funds denominated in pounds sterling, US dollars, 
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tive after three years of decline. Together with continuing 
double digit money-supply growth, this could easily push con- 
sumer price inflation, now around 1%, up to 3%, which 
would make p/e ratios of 65 look even more extravagant. 
Generally the standoff between inflation and recession re- 
mains. But if recession in the US is inevitable, further inflatio- 
nary symptoms are likely sooner rather than later. Barring 
disasters, no prices explosion is in sight. In particular wage 
pressures remain modest in OECD countries. But commodity 
prices are still edging up, headed by metals. Even oil is 12% 
up on recent lows. International prices of some intermediate 
goods have risen sharply as exportable surpluses have dried 
up. In other words, price rises are being driven by end-user 
demand rather than by a funk money flight to commodities. 
This explains gold’s dull showing. It makes inflation pressures 
less dramatic, but no less real. Commodity-price firmness has 
helped the Australian and Malaysian markets recover, but 
generally these markets, like Hongkong and Singapore, have 
continued to take their lead mainly from the US. o 


LOCK IN SOLID YIELDS 


(Yields on longer term international bonds as at 9 April 1988) 
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REVIEWDIAGRAM by Barny Lee 


rates in Japan as domestic demand continues to pick up. 

In short, the advice for bond investors is to buy and hold 
for the yield. Australian bonds, therefore, still have an edge 
and the moment yields start moving up again London institu- 
tions are likely to jump back into that sector. Meanwhile, a 
diet of gilts and OATs should suffice. 


Canadian dollars, Australian dollars, New Zealand dollars, 
yen and principal European currencies. These cover all the 
principal Eurobond markets — and are matched by money- 
market funds in the same currencies. 

Investors may choose whichever bond- or money-market 
fund they wish — or invest in the Managed Fund where Ham- 
bros makes up a portfolio at its own discretion. Switching be- 
tween funds is freely permitted. 

Daily dealings begin on 25 April, but Hambros claims that a 
good deal of private-client and institution interest has already 
been shown, including from Australia and Asia. 

There is a front-end charge of 3.5% included in the offer 
price of the EMMA funds, though brokers have the discretion 
to rebate at least part of this to the client. Twelve switches are 
allowed between funds free of charge each year. There is no 
redemption charge, though a management fee of 1% per 
annum is levied on the Managed Fund and 0.625% on the 
other funds. — Anthony Rowley 
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Exploring cheap 
Continental Europe 


j are just two views of European economic prospects 
to be heard these days: the highly bullish one accompany- 
ing the official propaganda campaign for the creation of a 
much more integrated EC in 1995. and a considerably more 
bearish one which looks at more immediate prospects over 
the next year or so. 

Potential investors in European equity markets might 
well be seduced by the former view, only to be disillusioned 
somewhat by the latter. The most realistic view seems to be 
that there are indeed good long-term prospects for European 
markets — and chances of some respectable short-term 
gains, too, in selected Continental markets. 

The emphasis is the mainland continent, rather than the 
whole of Europe. London is excluded because it is a law 
unto itself, in terms of size and sensitivity to external in- 
fluences. Like New York and Tokyo, it is much more part 
of the international scene than are the Continental mar- 
kets. 

This is not to say that the Continental share markets could 
expect to escape any further crash which might affect the big- 
three world markets — they certainly suffered badly last Oc- 
tober. Rather, the recovery in Continental markets since 
compares well enough with that of London which is still 
25% below its pre-crash level (or New York which is still 
20% off). 

It would be unrealistic to look for the resumption of a 
major bull market in Europe during 1988 or 1989 — and un- 
healthy if it were to occur. But investors should not be put off 
by the forecast of very pedestrian, average real GNP growth 
of only around 2% in Europe this year. 

There are a number of other, more bullish factors to con- 
sider: first, European markets are still cheap in absolute 
terms, despite a very solid rally earlier this year; second, in- 
stitutional cash-flow factors should push markets higher (as 
institutions fight shy of the bigger international markets), 
and third, some smaller markets require relatively little im- 
petus to move them up quite dd 

Another factor to bear in mind is 1992. Its impact may not 
be quite so dramatic as some Eurocrats hope — not by 1992 
anyway. However, the consensus is that European economic 
growth will definitely benefit from the creation of a single 
market where goods, services and people can move freely. 
Longer-term investors might be wise to start positioning 
themselves now in anticipation of that event. 

Fundamentals argue in favour of such a move now. Price- 
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earnings ratios (p/e) in European markets are generally un- 
demanding, certainly by standards elsewhere — and yields 
are not unattractive. Price/cash-flow ratios (which compen- 
sate for the fact that European companies often make large 
provisions which tend to depress earnings) are even more at- 
tractive. 

The question is which European markets to buy. Some 
analysts suggest there is good value in the West German 
market (WTPYM, 24 Mar.), but the consensus is that there is 
better value to be had just now in France and even more so 
in Spain (WTPYM, 25 Feb.). Some other markets, such 
as Sweden’s or Finland’s, should not be overlooked either. 

What is holding back Western Europe is the present slug- 
gishness of the West German economy where a relatively 
high exchange rate (certainly vis-à-vis the US dollar) is hit- 
ting export values and volumes. 

Unlike Japan, whose export growth is also being at- 
tenuated by its exchange rate, West Germany is resolutely 
refusing to reflate either by monetary or fiscal means. 
Domestic demand is stagnant and the outlook for corporate 
profit growth unexciting. 

The French stockmarket looks more promising. What has 
restrained the market rally since last October is not so much 
economic prospects, but political uncertainty in the run-up to 
the presidential elections. No surprises are expected there 
now that President Francois Mitterrand has declared his in- 
tention to stand again and once the election is over the mar- 
ket could take off. 

London-based stockbrokers James Capel believe that the 
economic and corporate outlook in France is “among the 
brightest in Europe." Budgetary and current-account deficits 
are set to decline, inflation is modest and corporate profits 
could improve by 1196 or more on average this year. French 
companies, too, have been paying large dividend increases of 
late. James Capel suggests that an upward re-rating of the 
market could produce "significant" capital appreciation for 
investors. This broker favours the food sector, pharmaceuti- 
cals and the heavy electrical sector. 

Spain is currently a strong favourite among various Euro- 
pean analysts. It stands out in contrast to other European 
economies by virtue of the government's strongly reflation- 
ary stand and the positive response of the private sector to 
the public-sector demand boost. 

e stockmarket is, meanwhile, being overhauled and 
modernised. Foreign interest in the Spanish market is rising 
quite rapidly and the market is felt to have some way to 
Eo yet despite the fact that it has recently outperformed other 

uropean bourses. 
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(Projected returns on equity investments, April 1988-April 1989) 
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Total return: 12 month actual/projected index appreciation + dividend 
{assuming any interim dividends are re-invested). Quoted as a 
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percentage return on investment. Source: James Capel. 
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The Swedish market (which is of a very respectable size 
nowadays compared to other Scandinavian markets) bene- 
fits from traditionally strong cash-flows from domestic in- 
stitutions and outside. Analysts think that Sweden should 
outperform many European markets in 1988. They particu- 
larly favour stocks such as Volvo and SAAB, which should 
benefit from a European transport policy that is final- 
ly beginning to be liberalised. Potential for capital gains 
among Finnish company shares is also considered to be posi- 
tive. 

Enthusiasm for other European markets — such as Italy, 
Switzerland or that of the Netherlands — is more muted. In- 
vestors would probably be wise to weight their portfolios 
more towards the French, Spanish and Swedish markets at 
this stage of the game. Prospective overall returns in these 
markets — especially in US dollar terms — look very attrac- 
tive. — Anthony Rowley 


ATTRACTIVE EUROPEANS (Market data on selected European stockmarkets) 
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New wine in 
old cars 


By David Robertson in Sydney 


EU rare and sports cars have established themselves 
as bona fide collectors’ items, on a par with paintings, 
over the past two years. The new hunting grounds for such 
automobile investors are Asia and Australasia. 

This trend was reflected at a recent motor-vehicle 
auction held by the British auction house Sotheby's in 
Canberra. It attracted at least 35 European and US pro- 
fessional collectors whose vigorous bidding helped 
achieve a A$2.6 million (US$1.9 million) sale — 
more than twice the figure achieved at any previous 
Australian auction. 

Five cars at that sale went for more than 
A$100,000. One — arare 1955 Alfa Romeo Sport- 
iva Coupe designed by Franco Sgalioni and built by 
Bertone — went to a Dutch collector, bidding by 
telephone, for an Australian auction record of 
A$380,000. The same day, outside the auction, a 
British collector paid over A$300,000 for an Australian- 
owned 1912 Rolls-Royce Silver Ghost. A 1928 Bugatti 
Type 40 Grand Sport fetched A$100,000. 

ess than a week later, another Australian-owned 
car, a 1928 Mercedes-Benz 28/350 Roadster, included 
in an auction in Victoria, was sold privately beforehand 
to a European collector for A$505,000. Last year, in 
another private sale, a pair of post- World War II Fer- 
rari sports-racing cars were sold to a US collector for 
A$3.2 million. 





Oil’s long famine 
may soon be over 


By James Bartholomew in London 


he price of oil has recently picked up on the news that 

Saudi Arabia has agreed to an Opec meeting, which 
could result in greater enforcement of restrictions on the car- 
tel's output. Prices of oil-company shares have raised their 
heads in interest at the news. But investors have seen too 
many negotiations come and go without result to chase the 
shares very far. 

There is, however, a degree of optimism in the oil sector 
which is not concerned with short-term developments, such 
as individual Opec meetings, but with longer-term cycles. 
According to stockbroker Hoare Govett, which is not op- 
timistic: "There is a widespread and barely concealed desire 
on the part of investors to build up holdings in the sector in 
anticipation of a pronounced and prolonged bull market, 
with a perceived absence of downside risk attributable to 
high yields, corporate activity and the undisputed quality of 
the oil majors." 

Hoare Govett warns that this new long-term bull market 
is not going to happen. Why not? 

First, Saudi Arabia is unwilling to cut production to 
boost the price. The country now wants stable prices 
for a long-term future. Second, there is an "energy glut 
exacerbated by technological advances, changing indus- 
trial structures and the prospect of a world economic slow- 
down." 

Third, 10 out of the 13 members of Opec have current-ac- 
count deficits and, therefore, they will not keep to produc- 























According to Antony Davies, head of Sotheby's south- 
ern hemisphere motor-vehicle section, countries such as 
Australia, New Zealand, Singapore, Sri Lanka, Thailand, 
Hongkong and Malaysia have "some very, very important 
cars, more important than many of the cars that are already 
in major European and American museums and private col- 
lections. 

"The incredible interest in motor racing in this part of the 
world saw many important cars brought here for restoration 
and collection," he said. “In the last couple of years, partly 
through our role, international collectors have 

begun to discover the potential." 


The 1928 Bugatti fetched A$100,000. 


tion limits, especially since Opec capacity is a massive 50% 
higher than its current production. 

Hoare Govett predicts relatively short-term bull and bear 
cycles lasting about a year. The biblical bull and bear markets 
(lasting seven years plus of feast and famine) are over, say the 
brokers. 

But can the investor totally ignore the fact that Shell 
Transport and Trading, the British part of Shell, currently of- 
fers a secure dividend yield of 5.9% (at a price of £10.875 — 
US$20.40) and British Petroleum (at £2.77) yields 6% ? Even 
cautious Hoare Govett does not foresee a major fall in the oil 
price from now on and such ample yields from respected 
companies offer their own reward. They have been tempting 
enough for an insider, the Kuwait Investment Organisation, 
to buy over a fifth of British Petroleum's equity. Also, de- 
spite Hoare Govett's warnings, there is a genuine case for a 
long-term bull market, which emerges from a little oil his- 
tory. 

In the mid-1970s, Opec provided over half of non-com- 
munist world production. This dominance enabled it to push 
up the price of oil. But higher prices provoked much more 
production by non-Opec members, which has reduced 
Opec's share to less than one-third of the world market. 
The increase in non-Opec production, together with con- 
sumer resistance to high prices, brought the oil price down 
again. 

Now the oil price is heavily down from the peak and only 
about half the US$30 level of 1985 (or less, given the fall in 
the value of the US dollar). Consequently, most analysts pre- 
dict that non-Opec production will stop rising. That means 
that any growth in demand over the next five years or so may 
be satisfied by Opec members alone. 

The average annual growth in oil consumption from 1982- 
87 was 1.576. With the price of oil half what it was from 1982- 
85, the outlook for consumption might well be more positive 
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The latest Sotheby’s auction-trade bulletin, issued in 
Geneva, notes that, since the October stockmarket crash, 
collector cars have become “recognised as an art form,” with 
“new money coming into the market,” reflecting record 
prices in 1987-88. 

“Rare old cars have been going up in value throughout the 
world, particularly in Australia, lately. Their investment po- 
tential is being recognised more and more. Now prices at auc- 
tions in this part of the world are starting to reflect those in 
nope and the US. They have more to go, too.” Davies 
said. 

While it is unlikely the cream of the crop in the Asia- 
Pacific area will ever realise the world record of US$9.96 mil- 
lion paid for a 1931 Bugatti Royal in London last year, 
Davies sees no reason why prices should not rise by the 400% 
experienced in Europe in the past two years. 

“There has been a rationalisation in other areas of invest- 
ment.” he noted. “Paintings have reached prices that are so 
far above the scale that they are no longer an accessible in- 
vestment. People are looking at new areas and have discov- 
ered old cars.” 

Just as those who buy rare paintings are not necessarily 
art experts, so many of those buying rare cars are unable 
tell a crankshaft from an overdraft. By the same token, sev- 
eral of the Europeans who flew to the auction in Canberra, 
were “professionals,” who have begun making their money 
as middle-men in the expanding world trade in collector 
cars. 

There is also another good reason why the market has 
begun to boom, according to Davies. “In Australia, the pur- 
chase of pre-1940 cars is excluded from any capital-gains tax. 
I think you will find similar exemptions exist in many Euro- 
pean countries. We have a lot of people who have been look- 
ing around for things to get into — people who have A$300- 
500,000 to spend.” Lu 


than some analysts predict. Tony Bird of broker T. C. 
Coombs is among the more optimistic in forecasting an aver- 
a scm in consumption of more than 2% a year until 
1993, 

That would mean an average rise in Opec production of 
about 7% a year. Consequently he believes, “the tide is now 
flowing Opec's way once more . . . by the early 1990s, Opec 
will once more be in a reasonably strong bargaining posi- 
tion." 

If T. C. Coombs is right, the biblical bull markets may not 
be over and we could jn at the beginning of the vears of 
plenty. But even if the more wary Hoare Govett is right, the 
6% yield will be a comfort. Oil shares are worth tucking away 
at current prices. oO 
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Discount the 
Thai premium 


By Paul Handley in Bangkok 


he establishment of several new overseas funds now gives 

investors a wide choice of routes to get into the Securities 
Exchange of Thailand (SET). While the easiest way to invest 
from abroad, they are not necessarily the most cost-effective 
route into Thai stocks. 

An investor can also buy Thai blue chips on the foreign 
board himself. A more hands-off approach, with access to lo- 
cally registered shares, would be to buy into local Thai 
mutual funds: five are listed on the SET, all managed by The 
Mutual Fund Co. (TMF). Both ways have advantages over 
buying into offshore funds, but the one significant difficulty is 
getting one’s money back quickly after selling. 

The New York Stock Exchange - listed Thai Fund Inc. 
opened in February at a premium to issue price of 17% , and 
only a few days later was 69% above the US$12 a unit initial 

rice. This, of course, came down quickly, but even recently 
it has been trading at US$16, when less than 25% of its funds 
are invested. The SET index itself has gone up 14% since the 
listing. 

The high foreign demand for Thai stocks seems to indicate 
that the forthcoming Thai-Euro and Thailand Growth funds 
will be similarly overvalued. Their arrival will tighten up de- 
mand on the local board, as they will invest through TMF, al- 
lowing them to buy locally registered stock. (Earlier funds, 
like the Siam and Bangkok funds, can only buy foreign-regis- 
tered shares. ) 

This would make direct investment into the market more 
attractive. The blue chips prized by overseas funds are well 
known, and easy to pick on one’s own. Currently the SET's 
top jewel, Siam Cement, crosses the foreign board at 10-1596 
above the local price. Compared to the premium to net asset 
value (NAV) on the mostly still-uninvested Thai Fund Inc., 
this is cheap. Other shares are cheaper yet. 

Nevertheless, this route has its time-consuming difficul- 
ties. Getting the shares most in demand on the foreign board 
is a problem, though not impossible. Unfortunately the pre- 
miums on these trades do not necessarily reflect market sup- 
ply and demand: information on foreign-registered scrip is 
not passed around openly, and sellers/brokers attempt to 
wrest out of buyers whatever they can. 

The middle way, involving fewer problems in selectin 
stocks but more access to the market, would be through TM 
closed-end trusts. These are known as Sub Thawee and Sin- 
pino II, III, IV, and V. Investing on the local board, they 

ave become popular with locals, who are wary of trading in- 
dividual shares, or who do not have the cash to build a ba- 
lanced portfolio themselves (one board lot of Siam Cement is 
running at about US$8,000 these days). 

The five trusts are also increasing in popularity with for- 
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eigners. They are relatively conserva- 
tively managed and, with varying life- 
spans, they are less vulnerable to the 
types of games that go on in the market 
from day to day. It was foreign interest 


| in Sinpinyo IV and V that persuaded the 


good or bad, will affect all mar 
ticipants. Hence the discount to 


|! for the Sub Thawee and Sinpiny 


funds, both of which expire this | 
While Sinpinyos HI, IV, and V a 
89% invested in listed securities, 


other two have both taken large cà 
positions, roughly 30% (as of. 
March). ae 

The other main problem is that o 
seas investors in the local mutual fi 
have to move their money in and out 
the country. Currently, there can be a 
delay of several weeks in repatriating. 
money, and in any major foreign pull 
out, this is expected to extend into 
monthormore. —— FR 

An existing fund, the Baht 1 
Ruam Pattana fund fo 
to shore up the marke 
October crash, should be fl 
public in the next few mon 
suggest that the price of the 
the public will be below NAV, maki 
the offering very attractive. TMF 
manages this fund. EO 


_ TMF to publish English-language m. 
pectuses. Currently, three of the funds 
trade at a premium to NAV, but their 
longer lifespan and the general confi- 
dence in the market's long-term pros- 
pects reduce the significance of this, 
especially compared to the risks in buy- 
ing individual stocks. 

Investing in the Sinpinyo funds is just 
like buying any other counter, and some 
market punters focus on trading the va- 
rious funds back and forth, based on 
NAY gains and the market premium. 

The problems in Sinpinyo funds are 
the problems of the whole market, 
though. The weight of foreign money 

demi 1 E and the speculation it has encouraged 
- hod pont | are pushing up prices to DE 
ratios in which locals traditionally have 
little confidence. Any fallout from this, 
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Japan’s drug companies 
Shrug off price cuts 


Commonwealth government 
bond (duly 1989; 


By Nigel Holloway in Tokyo 


J apan's Ministry of Health and Welfare has introduced an average across- 
Cormonweali government : the-board cut of 10.3% in the prices hospitals charge insurance schemes for 
S um. drugs they have prescribed. The measure is intended to ensure that hospitals and 

T a aenea E: | doctors do not make excessive profits. In previous years, however, most of the 
price cuts were passed on to the wholesalers and, in turn, to the manufacturers. 

Analysts say that this time round the cuts, which were introduced at the be- 

; ginning of April, will not squeeze the profits of top pharmaceutical companies 

S Mg ui quite as much as they did in March 1984. The cuts will be shallower this time and 

: UNIT TRUSTS the reimbursement formula for each drug will favour those companies which 

«| (Performance of unit trusts recommended by fund managers discount least. Hospitals and doctors derive about 30% of their income from the | 
TORRE TRU E E C difference between the discounted cost and the amount they receive from insurers. 
The companies which will be hurt least will be those with the strongest in- 

house research effort. They are gaining from propitious timing of drug intro- 
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ductions last year and in 1988 and from a change to quarterly, rather than half- 


yearly, new-drug price listings. This speeds up the launch of new products. 


Yukihiro Moree of Nomura Securities says that pharmaceuticals will playa — 
leading role in the Tokyo stockmarket this year. This is in contrast to their dis- - 
appointing performance in 1987, when there were worries about the scale of the 


reimbursement-price cuts and doubts about the effectiveness of two anti-cancer 


drugs. Despite this, Nomura estimates that pre-tax income of the nine largest _ 
drug companies will rise by an average of 28% in fiscal 1987 and an average of — 
15% in the following 12 months. 

Stockbrokers are pushing those drug companies which have the strongest 
research team, a large overseas market, good marketing at home and plenty of - 
cash in the bank. Taking the recommendations of four brokers (Nomura, S. G. 
Warburg, Barclays de Zoete Wedd and Jardine Fleming), two stocks emergeas 
favourites — Takeda and Yamanouchi. They rate highly in all these categories. 

So far this year, pharmaceutical companies have not risen as fast as the rest 
of the market. Fujisawa, Takeda and Yamanouchi have risen by 13%, 12% and 
16% respectively. The industry index has climbed 21% since the start of Janu- - 
ary, compared with a 27% increase in the Nikkei 225-share index. UBS--Phillips - 
and Drew says that investors were nervous about the likely effect of the price 
cuts, but that pharmaceutical shares should outperform the market from 
around now, once the cuts are put into effect. "e h 









Working up a thirst 
for brewing shares 


By Review Correspondents 

B eer is a favourite in the region’s bourses as well as its 
KJ bars. Brewing company shares number among the most 
heavily traded counters on Asian stockmarkets and the com- 
panies themselves rank alongside the region's giants. 

.. Australia's two brewing conglomerates, Bond Corp. 
Holdings and Elders IXL, are thought to be the world's 
fourth- and sixth-biggest beer producers after a string of re- 
cent acquisitions. San Miguel mr the Philippines largest 
brewing group, now accounts for 22.5% of total stockmarket 
capitalisation in Manila. 

. Butlike the quality of the beverages the companies pur- 
vey, the region's beer stocks have varied appeal. Some pro- 
vide a solid investment with earnings appeal while others 
offer the chance of speculative gains. 

Australia's two big brewers, Carlton United, and Bond 
Brewing, dominate their home market and both are increas- 
ingly making their presence felt internationally. Carlton is 
listed through Australia's third-largest group, Elders IXL, 
and Bond is part of the smaller Bond Corp. Holdings. Each 
hold about 46% of the Australian market. 
~ A long distance behind the two giants is SA Brewing, an 
 Adelaide-based listed brewery, with about 6% of the mar- 
. ket, and fourth is the Industrial Equity Ltd-owned Tasma- 
nian Breweries with about 176. | 

Of the big two, Bond, which was capitalised at the time of 

writing at ASOSS million (US$734.6 million), is a pure "beer 
- play." It earns about 72% of its revenues from brewing. El- 
. ders, which is much bigger, is capitalised at A$5.1 billion. It 
: derives about 32% of its revenues from beer. 
Bond is about 2096 owned by its shareholders and 7476 by 
-its bankers. Elders is in a slightly more comfortable position, 
being 26% owned by shareholders and 44% by banks. 
Bond's share price has moved little since the October crash 
and has been trading around the A$1.70 level, which prices it 
at a modest 4.9 times after-tax earnings. Based on last year's 
earnings, Bond produces a return of 16.48% on sharehold- 
ers’ funds and a 6.47% dividend yield. Elders’ share price has 
- been edging up recently to about A$3.10 which prices Elders 
“more generously at 8.3 times earnings. It yielded 5.02% on 
dividends last year. 















































loan stocks look attractive 


‘By Nick Seaward in Kuala Lumpur | 

Af ith Malaysian bank-deposit interest rates now below 
WV 5% and the dividend yields of many blue chips on the 
ong side of 2%, some of the loan stocks on the Kuala Lum- 
pur Stock Exchange and its sister exchange in Singapore 
are beginning to look quite attractive. 

. Some of the loan stocks are offering yields in excess of 10%, 
/hile the lowest yield is 3.796. A good buy at 93 M cents (36 US 
cents) at the moment is UMW Holdings, offering a yield of 
10.75% with a maturity date of 1992. However, anyone 
who was clever (or brave) enough to have subscribed to 
the issue in January this year would now be making 
2096. 
. The UMW convertible unsecured loan stock (CULS) was 
issued alongside a two-for-one rights issue, following a scheme 
of arrangement to recapitalise the company. Subscribers to 





Low interest rates make 
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Given that the two brewers have achieved as high a pro- 
portion of the domestic market as they are likely to attain, 
most of their strategic planning is focused on the interna- 
tional market. Last year Bond acquired US brewer G. Heile- 
man, and Elders bought Britain's Courage. 

Analysts believe Elders is better placed to make another 
major acquisition in the near future. But it is thought to be 
waiting to sell its 5,000 Courage pubs in Britain before mak- 
ing its next move. A deal to sell the pubs, involving Aus- 
tralian developer Hudson Conway, is believed to be 
close. 

The market in neighbouring New Zealand is also domi- 
nated by two companies — Lion and Dominion Breweries 
(DB). Lion, which is by far the biggest of the two, has exten- 
sive interests in liquor wholesaling, pubs and hotels. It also 
owns a chain of restaurants. 

Lion is currently in the process of merging with food 
and general retail chain L. D. Nathan, which holds the 
Coca Cola and Schweppes franchises. Together the two 
will form the sixth-biggest New Zealand company in terms 
of market capitalisation. The merger, approved by most 
shareholders, has been opposed in the courts by two other re- 
gional brewing groups — Malayan Breweries and Fraser & 
Neave of Singapore which between them own 2276 of Lion 
shares. 


B,isowned by Magnum Corp. which has a similar profile 

to the Lion-Nathan group with interests in food retailing, 
liquor wholesaling, bottling and the Pepsi Cola franchise. 
Magnum is 75% owned by Brierley Investments. 

In the Philippines, the favourite with investors and drink- 
ers is San Miguel Corp. which has a market capitalisation of 
P.13.7 billion (US$652.4 million). Last year it was the most 
heavily traded counter on the Manila Stock Exchange's com- 
mercial-industrial board. 

San Miguel reported net sales of P16.01 billion for 1987, 
an increase of 31% over the previous year. Net profit was 
P 1.76 billion, up 58% on 1986. About 60% of the company's 
revenues are derived from beer. The company expects sales 
to reach P45 billion over the next five years as the Philippine 
economy expands. San Miguel has embarked on a P.4.25 bil- 
lion expansion programme. 

According to the TV ads, the listed Hongkong subsidiary 
of San Miguel Corp. brews the territory's favourite beer. 
Certainly, San Miguel has managed to cling tenaciously to its 
70% share of the Hongkong market, despite the many efforts 
of its rivals. But it appears to have paid a price as profit 
growth has been disappointing. 


the rights issue had to subscribe to two CULS of M$1 for every 


one new ordinary share subscribed for through the rights. 
The CULS were priced at a 50% discount to the M$1 nominal 
value and carry a 10% coupon on the M$1 nominal value — 
giving an effective interest rate of 20%. 

The conversion terms of the CULS are a straightforward 
one-for-one, with an expiry date of 1992; redemption is upon 
conversion only. The current price of the underlying stock is 
82.5 M cents, indicating that the CULS carry a premium of 
just over one year's worth of interest. As there is no premium 
payable upon conversion, this indicates that anyone who was 
prepared to take the long-term view by buying the CULS now 
could acquire the ordinary stock in 1992 for an effective costs 
per share of a little over 40 M cents. Furthermore, the oppor- 
tunity cost at today's rates would be less than 14 M 
cents. 

In a few years’ time, this will look even cheaper than it is 
now. UMW Holdings' gearing has been reduced from 4.8:1 to 
1:1 as a result of the rights and CULS issue. The company's 
future financial results are expected to reflect the current 
buoyant state of the logging industry and the knock-on effect 
of the North-South Highway construction project. 
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For investors, however, the 
share has speculative appeal. In 
the past two years, Anheuser- 
Busch, the US’ largest br ewing 
group, Bond Corp., and Bruce 
Judge's Ariadne Corp. (before its 
difficulties) were suitors for the 
Hongkong company, which is 
wholly owned by San Miguel Corp. 

But the ownership of San 
Miguel Hongkong ts tied to the 
struggle for control of the Philip- 
pine parent. Attempts by San 
Miguel chairman Andres Soriano 
III to regain control of the group 
have been based on the sale of 
the Hongkong unit. His plans, Lion — Nathan 
however, have been thwarted by | Magnum 
san Mig shareholders who op- 
pose the sale of one of the con- 
glomerate's most profitable units. 
in addition, the Presidential 
Commission for Good Govern- 
ment fears that the money from 
these transactions could find its 
way to Eduardo Cojuangco, a 
Marcos crony who used to con- 
trol the company. 

Meanwhile, San Miguel Hongkong appears on the defen- 
sive. Operating margins slid in the 1987 financial year, an in- 
dication of slack management or of the competitiveness of 
the Hongkong beer market. The dividend pay-out was 98% 
of recurrent earnings, and San Miguel has been criticised for 
investing an inadequate amount in future growth. 

Malaysia's beer market is divided between three listed 
companies — Guinness Malaysia Bhd, Malayan Breweries 
(MB) and Carslberg Brewery Malaysia Bhd. 

Guinness controls about a third of the market and derives 
about 25% of its turnover from exports to Singapore and 
Brunei. It also brews a non-alcoholic beer called Guinness 
Malta, which is promoted as a health drink and is seen as a 
hedge against Islamisation. 

Pre-tax profits last year were 11.9% down at M$46.23 mil- 
lion (US$17.9 million), despite price increases to offset 
higher sales taxes. Steady growth ts expected this year with 
the upturn in the economy. At the current price, the stock 
has a p/e of 24.9 and a dividend yield of 4.8. 

MB is owned by Fraser & Neave and Heineken Interna- 


Sapporo 
Asahi 


New Zealand 
Lion (pre merger) 


Malaysia 
Guinness Malaysia Bhd 
Malayan Breweries Ltd 


A number of Singaporean CULS offer fairly good value at 
the moment as well. Some of these are US-dollar convertibles 
and are therefore not listed on the Stock Exchange of Singa- 
pore (SES). But there are three local-dollar CULS on the SES 
which are quite attractive: Overseas Union Bank's (OUB) 
7.25% 1992, Singapore Land's 6% 1997 and United Overseas 
Land's (UOL) 8% 1993 issues. 


he OUB CULS are currently trading at $$1.12 (56 US 

| cents), compared with the ordinary's S$3.20. As the con- 

version rate is 3,800 nominal to 1,000 ordinary, the CULS- 

price premium works out at 33%, which seems a bit pricey, 

especially as profits of the bank are expected to take a tumble 

with the loss of its stockbroking team to a rival firm. However, 
the yield of 6.5% is reasonably attractive. 

The OUB CULS look cheap, however, when compared 
with the UOL issue, which is trading at a 120% premium to 
the price of the ordinaries. The UOL CULS are selling for 
851.03 and are convertible at the rate of 3,080 nominal to 
1,000. This conversion rate is expected to be adjusted down- 
ward, however, to take into account UOL's proposed one-for- 
two rights issue. 
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Carisberg Brewery Malaysia Bhd 


STOCKING UP ON BEER 


(Comparative performance 
of brewery stocks) 
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tional and is registered in 
pore. MB brews Anchor 
has about 80-90% of the d rai 
beer market. Tiger, whic 
recently re-launched in. 
after an absence of 14 ye: 
pected to give it me 
of the total market. 
trading at a multiple of 33 
C arisberg Brewery, whi 
also exports to Singapore 
of M$17.1 million 


last year. 


tained this year as the company i 








covery among; th 
three brewing stocks. Uses 

Japan's brewers — Kirin, S: 
poro, Asahi and the unlisted Su 





REVIEWTABLE by Ricky Hui 


to be lighter than traditional beers. 


Asahi, the third-largest, took the initiative by launcting 


the first of these new brews in March last year, helping to 


boost its beer sales by a third. Kirin's market share fell three. : 
percentage points to 57% , but it is fighting back with its own 


Brunei, returned pre-tax profits 
These should be more than main- : 
cutting down on capital invest- | 


ment in 1988. The share is cur- — 
rently trading at around M$5.40, 


giving ; Itiple. of 20.7, com- 
pared with a- price of M$8.20- 
when the: t was at its peak. 
last Au has the greate 
potenti: 


tory — are in the midstofa battle. 
for a share of the new “dry” beer. 
market, a concoction that is supposed to taste less bitter and _ 
























version of the dry formula. Kirin, Suntory and Sapporo all | 


launched their dry beers 11 months after Asahi. 


Analysts are quite positive about all three quoted com- : 
panies. Asahi's net profits are forecast to double to Y3 billion | 
(US$23.9 million) in the year ending December 1988 com- 


pared with two years earlier. 


- T 


Kleinwort Benson predicts that net profits of Kirin's par- 
ent company will fall slightly until the end of 1989 asittriesto | 
claw back its market share, but it recommends that investors 2 
buy the firm's stock because the shares are likely to rise when 


its slice of the market stabilises. 

UBS-Phillips & Drew has given a recommendation to 
hold Sapporo shares, based on the company's intention to di- 
versify into areas like pnm -related biotechnology. 


B 


Although tt the »UOL CULS'| premium ilodi: a bit ithigh at "m 
moment, most brokers expect the company to turn around 


from a loss of S$8.4 million last year to achieve a positive 1 


sult in 1988. Therights issue will reduce borrowings and much | 
of the losses last year were due to provisions for equity invest» 


ments and losses attributable to the Marina Mandarin hotel 
which opened for business last year. The yield of the UO) 
CULS at present is 7.8%. . 

Probably the best buys are the Singapore Land CUL 
They are selling for S$1.45 at the moment, comparé 
with $$6.05 for the underlying ordinary stock. With a convei 
sion rate of 4,000 nominal to 1,000 ordinary, this CULS pric 


represents a discount of 4.8% on the underlying stock price — 


but set against that is a fairly low yield of 4.295. 


Brokers expect the ordinary-stock price to improve in line dic 


with expectations of higher rental income. Profits wer 
brought down last year due to Singapore Land's 32% stake i 
the newly opened Marina Square complex, which is expecte 


to perform better in 1988. The company also has two major 
properties in Raffles’ Place, which are enjoying near. 100% 
occupancy, while the disastrous 67 % stake in the Gateway | 


project has mostly been written off. 


































.By Carl Goldstein in Taipei 

: I n a move reminiscent of Japan's gold 
imports in 1986 (REVIEW, 30 Apr. 

C87), which substantially reduced its 

trade surplus with the US for that year, 

'aiwan's central bank has for the past 


of US gold to reduce its own trade 
surplus with the US. 

> With crucial bilateral annual trade 
alks scheduled to start in Taipei on 26 
April, the Taiwan authorities have 
| seemingly resorted to sleight of hand to 
|| reduce the politically sensitive trade gap 
| with their country's most important 
-|- trading partner and diplomatic ally. 


several months used massive purchases | 


|. The trade gap amounted to US$16 des 
1. billion in 1987 and US$13.6 billion the | 
.year before. The huge surplus has 


ment officials and commentators in 


Taipei have hailed the fact that the is- 
land's trade surplus with the US nar- 
rowed every month since November. 
Indeed, the surplus for the first quarter 
of 1988 plummeted 4675 from the year- 
earlier level, according to Taiwan cus- 
toms statistics. This is touted as the first 
fruits of the NT dollar's sharp rise, as 
well as the broad tariff cuts adopted | 
over the past 12 months. But much of | 
the improvement in the trade balance — 

which had also drawn approving reac- | 
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TAIWAN’S APPETITE 
FOR GOLD 


(Central Bank of China gold holdings) - 


Taiwan’s sleight of hand reduces the trade surplus with the US. 


Going for the cold 





tion in the US Congress — is illusory. 

From November through March, the 
Central Bank of China (CBoC) bought 
well in excess of US$2 billion in gold 
from the US. Without these purchases, 
the surplus would have only declined by 
496. 

The scale of the CBoC's gold deal- 
ings was such that the precious metal be- 
came Taiwan's No. 1 commodity import 
from the US during each of the first 
three months of 1988. In March, it rep- 
resented more than 20% of Taiwan’s 
total imports from the US. 

The central bank refused to com- 


| | ment on queries from the REVIEW, but 
$ the policy clearly had a strong political 


dimension. One US source described it 


































| caused serious political friction, with | 
||. heavy pressure from the US for Taipei 
‘| to take faster action on a variety of mar- | 
ket-opening measures. 

{o Taiwan became one of the key 
_| targets in the US Government's strategy 
-[ - endorsed particularly enthusiasti- 
| cally by the Treasury Department — of 
<i forcing trading partners to revalue their 
_ | currencies. As a result of US pressure, 
_ | Taiwan's central bank allowed the NT 
| dollar to appreciate by 41% over the 
.]. past two and a half years. It rose by 24% 
“bin 1987 alone. 

During the past few months, govern- 


a "South Korea's surpluses and deficits change 


| By Mark Clifford in Seoul 
D. Sg outh Korea's chronic trade deficit with Japan is narrow- 
" wing even though trade volume between the two neigh- 
 bouring countries is soaring. At the same time, South 
. Korea's huge surplus with the US finally shows signs of 
stabilising. The shift towards more balanced trade patterns is 
a welcome relief for South Korea which is under pressure 
from Washington to reduce its surplus with the US. 
> Although imports from Japan rose 28% during the first 
^two months of the year, the trade gap narrowed to US$657 
million compared with US$813 million a year earlier. Minis- 
. ter of Trade and Industry Ahn Byong Wha predicts the def- 
icit for the year will fall to US$4-4.5 billion compared with 
US$5.2 billion last vear. 
South Korea's mounting trade surplus with the US has 
largely been mirrored by a growing deficit with Japan, 
which officials here point to as evidence of the continued 
- weakness of their economy. South Korea relies on Japanese 
- capital goods and imported components to produce the cars, 
. electronics and textiles that it ships to the US. Until recent- 


Dec. 


Note: Figures apply to end of each month. | 
Source: comme! Bank of China Financial Statistics. 
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as an attempt to "improve the atmo- 
spherics” at the upcoming trade talks. 
| Another made the same point, but put it 
less charitably: "They're trying to cook 
the books." 
| Just as important, the policy was 
| aimed at blunting US pressure for 
further appreciation of the NT dollar. In 
this way, the authorities hoped to buy 
time for the island's exporters, who 
| have had to scramble to hold on to ex- 
port markets in the face of the currency 
revaluation. 

How successful the policy will be is 
another question. Despite Taiwan's real 


Jan. Feb. Mar. 
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Two things are changing the trade pattern. First, South 
Korea’s aggressive programme to produce more parts locally 
has reduced its reliance on Japanese components. From 
video-tape recorder heads to microwave-oven condensers, 
South Korea is producing more of the expensive, high value- 
added parts that it has traditionally imported from Japan. - 

Moreover, while textile and fishery products are still the 
biggest exports to Japan, consumers there are belatedly dis- 
covering that South Korean VTRs and TV sets are good 
value. While it does not show up in trade statistics, Seoul is 
swarming with Japanese shoppers who pay for their trip with 
what they save on purchases of clothes and electronics goods. 
When they return to Tokyo they are also buying more South 
Korean goods as the prejudice against South Korean pro- 
ducts is slowly eroded by the strong ven. 

The narrowing trade deficit with Japan means South 
Korea will have less need to generate mounting. surpluses 
with the US. In fact, the surplus with the US shows signs of 
stabilising, partly because US manufacturers are starting to 
displace Japanese vendors, who havelong had an inside track 
on the South Korean market. The South Korean Govern- 
ment is giving businessmen à nudge in that direction with a 
US$3 billion loan fund — which is expected to be doubled in 
size soon — to finance non-Japanese imports of manufac- 
tured goods. 
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progress in reducing tariff bar- 
riers, disputes over other issues — 
particularly regarding agricultural 
imports — have led to considera- 
ble acrimony in recent months. 
Thousands of fruit and poultry 
farmers held noisy demonstra- 
tions outside the gates of the 
American Institute in Taiwan, the 
unofficial organisation represent- 
ing US interests. 

Anunrelated matter — the de- 
fection to the US of an apparent 
CIA agent from a secret military 
nuclear installation in Taiwan — 
also helped raise anti-Ameri- 
| can sentiment among the po- 
| pulace. 
| Other issues to be considered 

when the two sides meet could 
also cause difficulties. Chief 
| among these is the protection of 
intellectual-property rights. The 
US is demanding tougher restric- 
tions on translation rights, despite 
objections from publishing interests in 


Taiwan. 
Ur these circumstances, the US 
side is certain to take a jaundiced 
view of Taiwan’s claims that the balance 
of trade has taken a turn for the better. 
Thus, the most likely response may be a 
renewed emphasis on exchange rates as 
a way of attacking the trade gap. 

The US Treasury Department is 
known to be unhappy with the stability 
the NT dollar has enjoyed — with a lot 
of help from the CBoC — since late De- 
cember, when it hit a parity level of 










about NT$28.60:US$1. The main explan- - 
| portedly said delivery was still to be 
| taken on an unspecified number of con- 


ation for this relative stability by finan- 
cial authorities, who like to pay lip ser- 


During the first two months 
of the year, the trade surplus 
with the US declined margin- 
ally. Although exports to the 
US were up 22%, imports from 
the US jumped 52%. South Ko- 


qp 


$ 


lieve the surplus can be reduced 
to below the 1986 level of US$7.4 
billion, though that is unlike- 
ly. 

If the shift in trade patterns 
continues, it will buy new Presi- B 
dent Roh Tae Woo badly needed | 


1.9° 
rean officials say they expect a | 1s. 
"significant" reduction from 1.7- 
last year's US$9.5 billion bila- | 1.6- 
teral trade surplus. Some of the | 15: 
more optimistic planners be- m 


Korea's political climate has be- 
come more liberal, they have to 


make sure that they build a consensus on issues. Trade issues 
are highly charged, because many of them involve sacrifice 
by politically powerful farmers, who enjoy broad support 
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that the changing trade balance was 
stabilising the foreign-exchange re- 
Serves. 

During the two years of runaway 
trade balances, Taiwan’s reserves bal- 
looned to a high of US$77 billion by the 
end of 1987. By early April, the cash 
mountain had eroded slightly, falling to 
US$75 billion. It is now clear that the 
CBoC’s gold purchases were the main 
reason for the drop. 

It was not known how long the cen- 
tral bank intended to keep buying gold. 


| A bank official told a source, who de- 


clined to be identified, that the pur- 
chases were continuing. The official re- 


tracts 






THE GAPS NARROW 


iSouth Korea’s trade with the US and 
Japan, Jan. 1987~-Feb. 1988) 


e 


time to consolidate his authority |95 = sii dni u E NE surplus and reduce US pressure 
on economic issues. Economic Jan. Feb. Mar. Apr. May June July Aug. Sept. Oct. Nov. Dec. Jan. Feb. |. for won revaluation. 
planners grumble that as South | 1987 1988 


Source: Korea Traders' Association. 


REVIEWGRAPH by Barny Lee spread widely, while a few 
groups would bear the costs," says one policymaker who sup- 
ports more liberalisation. “But we don’t have any alternative - 
if we want to reduce international pressure." : 
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Mo. agr NE SU X won revaluation, which is ran- 
,* PE ning at an annualised rate of 
^ Imports from Japan more than 20%, is beginning to 





Two factors are likely t 
ence the government's « 
on whether to keep buying 1 
The first will be the attitude ta 
by the US, which, despite th: 
sentment it often arouses 
Taiwan, has strong influence o 
certain areas of Taiwan domes 
policy. If US negotiators in 
upcoming talks make an iss 
the gold purchases, Taipei 
decide the costs PUE 
benefits of the policy. 

The second will 





develops. A side benefit to th 
cent stability of the NT doll: 
been that — Te as s the : 

bank hoped - it ence 
speculators to g 
further rises 
currency. Alrea 
amounts of capital t 
land in search of moi - 
havens. mE 


Some shifted to Hongkong, wher 


the government faces pressure from - 
Washington to raise the value ofits cure | 
rency against the US dollar. The lifting — 


of controls on outward capital flows last 


July will eventually lead to an upsurge - 
in outward investment by people in 


Taiwan. 
The recent stability of the NT dollar, 
together with the increasing availability 


of foreign investment instruments being | 
| marketed on the island, encouraged | 
many to take their first leap into inter- 


national capital markets. A significant 


Taiwan's capital-accounts ict ies 

















capital outflow would help ease buying | 


pressure on the NT dollar in local for- 


eign-exchange markets, and lessen the 2 


CBoC's incentive to manipulate the | 


| vice to free-market principles, had been s. u 


markets, 


in urban areas. Roh is ex- 
pected to set up a Presiden- 
tial Commission on Economic 
Restructuring which will try to 
build a consensus on import 
liberalisation. 


wider market access with. im- 
proved standards of living. The 


cut into profits. However, politi- 
cal leaders have been unwilling © 
to tell voters that wider marke! 
opening would cut the trade 
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So far, South Korean politi- 
cal leaders have taken only ten- — 
tative steps towards linking . " 

























ECONOMIC RELATIONS 


Business leads the way 


Indonesian traders hope for better relations with China 


. By Rodney Tasker in Jakarta 


. AA f hile the Indonesian Government 
is still reluctant to oblige Peking by 
. agreeing to normalise diplomatic rela- 
tions which have been frozen since 
1967, trade figures show that business- 
"men at least in the two countries are 
-| starting to hit it off in a big way. It is 
| perhaps wishful thinking, but some of 
< Indonesia’s China traders now feel they 
|. are paving the way for the restoration of 
| full bilateral relations. 
m Certainly, trade has dramatically in- 
| creased since China and Indonesia 
- signed a memorandum of understand- 
ing in July 1985 allowing direct trade be- 
tween the two countries. In the early 
..-. 1980s, before direct trade was allowed, 
. low-level trade between the two via 
Hongkong and Singapore greatly 
< favoured the Chinese. Since 1985, how- 
-]. ever, it has been a totally different pic- 
“+ ture. Trade has not only increased 
|} rapidly, but Indonesia directly sells 
. more than twice as much to China as it 
imports. 
According to the Indonesian 
Chamber of Commerce and Industry 
(Kadin), in 1987 direct Indonesian ex- 
-ports rose to US$620 million, more than 
double the figure for the previous 18 
months, while imports from China dur- 
ing the first seven. months rose to 
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Unloading containers in Jakarta: dramatic increase in trade. 


US$225.7 million. The export figure, 
based largely on reports from individual 
companies, is much higher than gener- 
ally realised, because figures released 
by the government mainly rely on let- 
ters of credit. . 

Indonesian plywood and sawn 
timber were by far the biggest earner — 
the country is the world’s largest export- 
er of plywood — and accounted for a 
staggering US$466 million of the 1987 
total, or about 25% of all Indonesian 


plywood exports. Kadin president 


Sukamdani Gitosardjono told the 
REVIEW that exports of plywood and 
sawn timber were continuing to grow, 
so the total export for figure for 1988 
was expected to be around US$800 mil- 
lion. Prospects were also bright for In- 
donesia’s other main export items: ce- 
ment and other construction materials, 
steel and rubber. Main imports from 
China are machinery and a range of ag- 
ricultural goods. 

One reason why China may not be 
too concerned at the direct-trade ba- 
lance favouring Indonesia is that it still 
exports most of its goods via Hongkong. 


Some US$230 million worth of Chinese 


goods were exported to Indonesia 
through Hongkong in 1987, while 
USS117 million in Indonesian com- 
modities flowed to China through the 
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.| By Mark Clifford in Seoul 
vd. S outh Korea's expected spring labour 
. WS offensive has kicked into high gear 
with nearly 100 strikes under way at 
mines and factories across the country. 
The Daewoo group, whose car, ship- 
building and defence units are closed by 
trikes, has been the hardest hit of the 
country's major conglomerates, partly 
- because of the belief that its chairman 
provided critical financial TOR to the 
ruling party in last December's presi- 
‘dential election. 
For the first time in South Korean 
history, most of the strikes appear to be 
taking place within the framework of 
.. the country's labour law. While the la- 
< bour code was revised last October, it 
^| still demands a cooling-off period and 
—] requires workers to give prior notice of 
=d strikes and other job actions. And 
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Spring offensive launched 


A fresh wave of strikes sweeps South Korea 


though a security guard was killed at the 
Hyundai Engine Co. in March, violence 


has been minimal at most sites this- 


spring, especially compared to last 
year's disputes. 

Most of the strikes are narrowly fo- 
cused on economic issues, unlike last 
summer's disputes when the right to in- 
dependent unions was a primary de- 
mand. But this year's wage demands are 
steep, especially coming on top of last 
year's average increase of nearly 20%. 
And many of those companies that have 


been hit hardest are in depressed indus- | 


tries, such as shipbuilding and mining. 


The most serious dispute in the coun- | 


try is at Daewoo Shipbuilding and 
Heavy Industries. Despite union lead- 
ers’ endorsement of a package that in- 
cluded a 14% basic pay rise, workers at 


the shipyard turned down the settle- 
ment by a nearly 2-1 margin and con- 


tinue to push for a 43% raise in basic 


pay. Daewoo chairman Kim Woo 
Choong, took over direct management 
of the company, which lost Won 69.4 
billion (US$91.3 million) last Novem- 
ber in an effort to turn the ailing ship- 
builder around. 

Moreover, Daewoo Motor, which 
produces LeMans cars in a joint venture 
with General Motors, has been hit by a 
series of strikes and slowdowns since the 
beginning of April. On 12 April, 4,000 
union members walked out to press de- 
mands that include a 26% wage in- 
crease. The company has already miss- 
ed at least two shipments of its cars to 
the US because of the strike, which has 
shut down its main production facility in 
Pupyong, near Seoul. Workers are also 
on strike at Daewoo Precision, which 
produces tanks and other military 
equipment, despite a prohibition on 
strikes at defence firms. Demands at 
Daewoo Precision include a 36% pay 
rise. The company has sued leaders of 
the strike for staging an illegal action. 

Why has Daewoo been hit hardest? 
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territory. Trade via Singapore is 
smaller. 
Many Indonesian businessmen 
refer to ship direct to China because 
it cuts out middlemen. China, on the 





customs authority. 


adin and the China Council for | 

the Promotion of International | 
Trade struck a compromise in Janu- 
ary 1986 whereby shipments of many 
goods from China would be double- 
checked by SGS in Hongkong. 

China is not only glittering in the 
eyes of Indonesian exporters as a source 
of growing profit: from the govern- 
ment's point of view, it provides an ex- 
panding market in its current drive to 
step up non-oil exports in the face of 
growing protectionism in the West. 

The businessmen of Kadin still feel 
hampered by government restrictions 
due to the fact that there are no 
diplomatic relations between the two 
countries. Nevertheless, some 700 
Indonesian traders have visited China 
since 1985, while 900 Chinese busi- 
nessmen have been invited to Indo- 


A company spokesman says it is be- 
cause the company, unlike some other 
business groups, has allowed the forma- 
tion of strong labour unions. But dip- 
lomats, labour activists and business 
sources in Seoul say that the company is 
also being hit because of Choong's 
rumoured financial support for ruling- 
party candidate Roh Tae Woo during 
last year’s presidential election. 


p unions say that Kim weighed 
in with substantial contributions 
at a critical point in the campaign," says 
a Western diplomat in Seoul. While rad- 
ical activists hope to press a political 
point by hitting Daewoo, many workers 
apparently see the issue in simple eco- 
nomic terms. "Workers think that if 
Kim can afford large donations to the 
ruling party he should be able to afford 
large pay increases," says a South 
Korean executive. 

Labour activists say Daewoo is also 
hurt by the legacy of last year's labour 
disputes. A worker at its Okpo ship- 
yard was killed in a confrontation with 
police last August and seven workers 
from its Pupvong car plant remain in 
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Source: Indonesian Chamber of Commerce and Industry. 


REVIEWDIAGRAM by Andy Tang and ivan Kwong 


nesia by Kadin during the same period. 

Despite the lack of trade offices in 
each others’ capitals, China has man- 
aged to move in as an alternative 
supplier to the US of cotton and soya- 
beans, and of coal from Australia. The 
Indonesians have now also entered the 
Shanghai silk market. 

There is a sense of frustration among 
some Indonesian businessmen dealing 
with China over what they see as their 
government's in-bred suspicion that 
China is still a full-blown communist 
country. Those businessmen who have 
been to China wish government officials 


could witness China's open-door policy, | counterparts. 


| jail for last summer's labour activities. 


Resentment among blue-collar man- 
ufacturing workers at Daewoo and 


| other business groups is also building as 


sister companies in the financial-ser- 
vices area turn in record results. Al- 
though Daewoo Shipbuilding can 
scarcely afford substantial wage rises, 
workers at Daewoo Securities are reap- 


mports from China 









| 







and the capitalist marketplace at- 


nessman. There is also a sense that if. | 
diplomatic relations remain on hold | 


behind in the race to tap the massive ] 
Chinese market. | d 

"In the long run, in the year 2000, | 
if the centre of the global economy 
shifts to Asia and the Pacific, it will 
be very important that Indonesia | 
play a role," Sukamdani said. “n= | 
donesia cannot remain as a spec- | 
tator," he added, pointing out that | 
Kadin was looking ahead particu- 4 
larly to the post-1997 period, when | 
Hongkong would become a part of 
China. "China is a sleeping giant 
now, but it will wake up." 

One Indonesian businessman who | 
has been to China several times since | 
1985 went further, telling 





will become an economic threat to In- | 
donesia.” Businessmen here also point | 
to the advantages for Indonesia's con- | 
sumer market of trading with China. As. | 
Sukamdani explained, machineryimports | 


from China, as well as Taiwan, Hong- | 


kong and South Korea, were undercut- | 
ting machinery produced by Japanese 
companies in Indonesia, forcingthemto | 
reduce their prices. Small Chinese die- | 
sel engines were still cheaper than their | 
Japanese counterparts, for example. 4 
Overall, the businessmen hope that — 
their government's relations with Pe- 
king will soon mirror the growing rap- 
port which they have with their Chinese | 
n 





security business. Over the past year, 
the securities company has paid bonuses 


equal to 13 months’ wages and employ- |. 


ees have been able to take advantage of | 
generous employee stock-ownership | 
schemes. i 

Samsung's shipyard has also been | 
shut by a strike. The shipyard, located | 





FAR EASTERN ECONOMIC REVIEW e 28 APRIL 1988 — 







titude of the average Chinese busi- | 


for too long, Indonesia could be left. | 











fu the | 
REVIEW: “If China is not invited to. | 
cooperate with Indonesia, the Chinese | 




















land of. Koje, . Gas shut after workers 
er@thwarted in an attempt to register 
a union. Samsung's founder Lee Byung 
Chull, who died last November, was 
- vigorously opposed to unions and none 
-of the firm's industrial units have a 
union. 
- The Hyundai group, which has suf- 
' fered the worst labour relations among 
-the large business groups in the past, is 
not faring as badly as Daewoo this 
- Spring. The bitter strike at Hyundai En- 
gine, which shut that factory down for 
much of February and March, has now 
been settled. And at the Hyundai Mipo 
dockyard, a one-day strike on 15 April 
prompted the company to reach a ten- 
tative collective-bargaining agreement 
with workers to avert a prolonged walk- 
out. It was an unusual move for a busi- 
-[ ness group that has generally chosen 
-| confrontation rather than concilia- 
5| tion in its labour-management rela- 
 üons. 
"ud Labour negotiations will not begin 
.] until next month at Hyundai Motor, 
however, so the group's flagship com- 
| pany could face another round of labour 
| disputes. “Ulsan is simmering,” says a 
{ labour adviser, referring to the south- 
"| western city where most of Hyundai's 
|. factories are located. 









trikes are also spreading in the 

country’s mining district in the 

<| northeastern province of Kangwon. 

_ |. Miners have traditionally been among 

. | othe country’s most militant workers and 

| some of the most violent 1987 strikes oc- 
- |- curred in this region's mining towns. 

The news is not all bleak, however. 

More than two-thirds of the 363 labour 

disputes reported to the Labour Minis- 


try so far this year have been resolved. 


| Major textile, apparel and footwear 
.| companies have already wrapped up 
| negotiations with workers, settling on 
|. wage rises of 10-14%. Labour sources 
_ | say that industry-wide labour talks, con- 

ducted under the auspices of industry 
“trade associations, facilitated the 
.| negotiations. 
<i , The government has largely con- 

- tinued the neutral posture it adopted 

during last summer's labour disputes 
and encouraged management and 
workers to settle them autonomously. 
]though riot police are sometimes still 
+d to quell protests, the general tenor 
ry different from what it was even a 
ago, when the government habi- 
y suppressed union activities. 
Moreover, part of the more peaceful 
tone to this year's disputes reflects a 
new maturity on the part of workers. 
“In the old days a lot of the labour ac- 
tion was an anti-government state- 
ment,” says a labour adviser. “Now 
there’s no advantage to having the po- 
lice intervene. The labour laws have 
been changed and the mood in the la- 
bour movement now is "let's play it by 
the rules’. 5 
























Excess credit for some 


Pakistani banks give favoured customers special deals 


By Husain Haqqani in Islamabad 


akistan’s nationalised commercial 
banks are lending more money to 
fewer borrowers, limiting availability of 
credit to a fraction of the banks’ clients. 
According to a World Bank study on the 
country’s financial sector, dispersal of 
bank credit is more restricted now than 
it was before the late prime minister 
Zulfikar Ali Bhutto nationalised the 
banks in 1972. Nationalisation had been 
justified then on the grounds that it 
would expand access to credit for more 
people as well as more sectors of the 
economy, 


that concentration of credit has in- 
creased progressively since nationalisa- 
tion. In 1974, 191 borrowers (0.5% of 
total account holders) accounted for 
30% of all loans, while in 1978 the same 
a: of account holders received 


risen significantly, but most of them 
were not allowed any credit facilities. A 
group of 1,498 bank clients (0.14% of 


lent by the banks at that time. 
by businessmen that the government's 
tion of credit in the hands of large busi- 


denying financing to small entre- 
preneurs. 

Concentration of credit has been ac- 
companied by increasing defaults in re- 
payments, which are covered up by the 
banks' tendency to delay writing off bad 
debts even after the borrower’s inability 
to pay back has been established. 

Debts of politically influential bor- 
rowers are often rolled over for vears 
before finally being written off. Last 
year, the five Pakistani banks wrote off 
debts to the tune of Rs 1.19 billion 
(US$73.23 million), most of these lent 
to favoured clients. Revelation of these 
figures in parliament has led to demands 
for exposing influential defaulters 
and re-examining the banks’ lending 
policies. 

Officials have so far resisted sugges- 
tions to amend banking laws so as to 
allow parliamentarians to examine in- 
dividual cases of imprudent lending 
by government-owned banks. Such 
scrutiny is at present barred by confi- 
dentiality regulations. 

The abuse of the banking system by 
patronage-dispensing politicians is only 
one aspect of the country's credit 
squeeze. There are other reasons for 
credit not being widely available, in- 
cluding State Bank (central bank) 


Figures cited in the study indicate | 


3996 of credit. By March last year, the | 
number of depositors in the country had | 


This confirms the view widely held | 
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the total) tied up 42.2% of all money || 


banking policies have led to concentra- | 


ness houses with political connections, | 
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policies of strict credit ceilings and sec- 
toral allocation. 

Decision-making on loans is highly 
centralised, leaving virtuallv no discre- 
tion with individual bank managers. As 
the government's lending priority is for 
large-scale industry. agriculture and ex- 
ports, several facilities cannot be of- 
fered by public-sector financial institu- 
tions. These include short-term financ- 
ing for small and medium-sized business- 
es, mortgages and consumer loans. 

Foreign banks offer some competi- 
tion to the nationalised banks, but their 
branch networks are strictly limited and 
they also face official controls on the 
volume of business. Although limits on 
credit are justified as an anti-inflation 
measure, they have led to excess liquid- 
ity in government banks, cutting their 


profits and giving rise to an under- 
ground finance market. 

Pakistan's mandatory reserve re- 
quirements are unusually high, forcing 
banks to invest 30% of their deposits in 
government securities — which earn 
merely 6%, much less than the market 


rate. Ünable to invest elsewhere for bet- 


ter yields, banks have now started dis- 
couraging long-term deposits under the 
country's profit- and loss-sharing Is- 
lamic system of banking. 

Introduction of private banking, 
promised for several years, is seen as an 
important means of expanding the pub- 
lic's access to credit. Rules have already 
been announced for licensing private fi- 
nance companies and the Ministry of Fi- 
nance is processing 42 applications for 
these licences. But the establishment of 
privately-owned financial institutions is 
continuously being delayed due to op- 
E from public-sector bankers and 

ureaucrats fearing competition. 
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Hitachi's wide-ranging audio- 
visual technologies include 
Picture-in-Picture for simulta- 
neous viewing of more than 
one program on a single TV 
screen, DAT, a high-density 
projection display, and frame 
memory used in IDTV. 








AV should be more than faithful sight 
and sound reproduction. Ideally, it also creates 


drama and ambience. 


Digital technology (the conversion of con- 
ventional signals into computerized zeros 
and ones) has led to a remarkable prolifera- 
tion of audiovisual uses — in TV, for example, 
for more diversified and sophisticated pro- 
gramming and information services acces- 
sible through computer connections or 
videotex terminais. And this is only the 
beginning. 


Hitachi's scientists and engineers are 
using digital applications such as frame 
memory to develop Improved Definition TV 
IDTV will greatly improve picture quality with- 
out changing current broadcasting stan- 
dards by doubling the density of scanning 
lines and increasing vertical resolution 1.5 
times. This same Hitachi technology has 
resulted in the Digital Audio Tape recorder, 
which is capable of superior recording and 
reproduction. 

Hitachi's original screen technology has 
ied to high-density big screen projection 


Q HITAC 


TV, using screens up to 110 inches. It is con- 
tributing to a wholly new technology, High 
Definition TV. HDTV is capable of photo- 
graphic quality resolution and will soon 
enable satellite services to transmit wide 
screen images that give the viewers the feel- 
ing of actually being there. 


We link technology to human needs, and 
believe that our special knowledge will lead 
to numerous easy-to-use systems and prod- 
ucts with highly advanced functions. 

Our goal in audiovisual — and in medicine, 
energy and transportation as well — is to 
create and put into practice products and 
systems that will improve the quality of life 
the world around. 





Hitachi, Ltd. Tokyo, Japan 





THE Fine ART OF FLYING 


by Pavlos 





"The Magic Table". Committed as we are to The Fine Art of Flying, we commissioned the Greek 
artist Pavlos to make his own interpretation of our new concept. Dividing his time between Athens 
and Paris, Pavlos has gained an international reputation for his sensual paper sculptures, And his 
“Magic Table” is the perfect evocation of how it feels to be flying in the lap of luxury: Air France 
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Coffee, tea or champagne ? 
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The only bilingual 
Telephone Directory for 
China published 

semi-annually 


In order to maintain CPB’s accuracy and time- 
liness CPB will henceforth be published twice 
each year, covering Spring/Summer (available 
January — June) and Autumn/Winter, (available 
July — December). 


-=> f Given the frequency with which changes take 
| place in China amongst both the domestic and 
| foreign business and banking communities, the 

| semi-annual frequency of The China Phone 
Book guarantees its users the most up to date 
and accurate listings of the most important 
contacts in China. 


Our database will constantly be updated to 
ud eiie, des the latest listings you need, when you 


| You can save 20% off the combined price by or- 

E dering both the current Spring/Summer and the 

Autumn/Winter editions now. Published in July 

ne Autumn/Winter edition will be sent to you 

-automatically the moment it becomes available 
- if you order both now. | 


Z Not only will you have the most up to date busi- | 
ess listings in China at your fingertips . . . but 
'ou'll save money at the same time. 


EE 1988 Editions 


- Spring/ Summer — January — June 
Autumn/Winter — July - December 















"fhe China Phone Book Co. Ltd is a wholly owned 
subsidiary of Review Publishing Company Li- 
.mited, Publisher of the Far Eastern Economic 
evi W, Asia’ s pum ms 


A vital reference for anyone in 
in doing business with China., | 


e Completely updated listings 
"n * Unique classified yellow pages 
D * Designed for maximum usefulness 

ge Ne e Lists all foreign companies and joint ventures 

"e e Careful selection of useful Chinese firms 
Ee s e Categorized by major industry groups - 

e New compact page layout 

è Indexed for easy use 

e Good for travel or office reference 
e Names and addresses in both English and Chinese 


The 1 9 8 8 China Phone Book & 
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This directory is a comprehensive listing from our own China database of all 
relevant companies in China of interest to the businessman or tourist. It is. 
specifically intended to give you easy access to its contents through a well 
designed, computer generated classification and indexing system. Irrelevant. 
and unnecessary information has been eliminated to reduce bulk and allow 
you efficient access. : 


New Classified Yellow Page Section 


Our tenth edition includes the first Classified Yellow pages ever available 
covering the entire PRC. Over fifty categories of listings are included to give 
you updated, accessible information on China services, accommodations, — 
travel, etc. Classified listings include: 
* Business Services 

* Shipping Companies 


Designed for Maximum Usefuln 
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Please rush me copy/copies of the China Phone Book as indicated: 
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NI China Phone Book 1988, S Edition 
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Price: Hong Kong: HK$480, Elsewhere: US$84 gnclusive of airmail postage}. 
No. of sets: 

{J Ienclose 
Book Co Ltd) 

[] I prefer you charge 


(j American Express [] Diners Club 


in payment thereof (cheque payable to The China Phone 





to my credit card (tick one): 
[3 Master Card L] Visa 


Card No: Exp. Date: 
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Tokyo financial district: shifting to small borrow 
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The price of success 


Japanese bank’s shares languish despite soaring profits 


By Nigel Holloway in Tokyo 


J apanese investors usually reward 
outperforming companies by bid- 
ding up their share price. Kyowa Bank 
is an exception. Its net operating in- 
come has grown much faster than the 
other 12 city banks since 1981. James 
Capel analyst Brian Waterhouse ex- 
pects Kyowa's net profits to grow by 
40% to ¥37.9 billion (US$301.27 mil- 
lion) in the year to March 1988, com- 
pared with an average increase of 25% 
for all 13 banks. 

Yet Kyowa's stock is languishing at a 
30% discount to its book value (ad- 
justed for hidden reserves), the lowest 
of all. The bank's shares are actually 
cheap because of — not despite — its 
excellent profit performance. The rea- 
sons say something about the way Ja- 
panese commercial banks operate. 

For more than three decades after 
the Pacific War, money in Japan moved 
in only one direction. The retail finan- 
cial institutions — the city and regional 
banks with extensive branch networks 
— took deposits from thrifty Japanese 
households. But they did not lend the 
money back to them. Instead, the sav- 
ings were channelled into business, and 
the bigger the business the better. 

However, as industrial growth slow- 
ed after the mid-1970s, these firms 
became awash with liquidity and they 
no longer needed the banks as much as 
they had done in the past. Sanwa Re- 
search Institute reckons that bank lend- 
ing to firms capitalised at more than ¥1 
billion rose slightly to ¥106.9 trillion in 
the five years to September 1987, but 
fell as a share of total loans from two- 
thirds to 40%. 

In response, Japanese banks have 
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either chased their customers into over- 
seas securities markets, sought new 
domestic borrowers or done a bit of 
both. Partly because it is the fourth- 
smallest city bank with assets of ¥13.3 
trillion as of September 1987, Kyowa 
chose the second course rather than the 
more fashionable mixed response. But 
it has pursued this path so single-mind- 
edly that its profits have soared and its 
share price has suffered. 


E ES strategy has been championed by 
Tetsuo Yamanaka, the chairman of 
Kyowa, who joined it in 1979 after a 
career with the Bank of Japan, the cen- 
tral bank. He saw that the growing com- 
petition in banking would force his in- 
stitution to improve efficiency. In April 
1985, Kyowa began a four-year plan 
which aimed to make no less than 9096 
of its new loans to small businesses and 
individuals. The bank has actually ex- 
ceeded the target slightly, to the point 
where 70% of its outstanding domestic 
loan book is comprised of these sorts of 
borrowers, compared with an average 
of 62% for other city banks. The smaller 
the borrower, the higher the interest it 
pays. Kyowa's average yen loan interest 
rate in September 1987 was 4.9796, 
compared with 4.73% for all city 
banks. 

This shift to a small borrowers is hard- 
er to make for these financial institu- 
tions than it sounds. Banking the world 
over is about relationships and nowhere 
more so than in Japan. Six of the 13 city 
banks form the centre of tight industrial 
groupings. This means that all employ- 
ees in the group will receive their salary 
through an account with the same bank: 
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each firm in the group will give the bank 
a preferential piece of business, sugi as. 
foreign exchange and Eurobond m 
dates. But when times get rough, tl 
bank is expected to be an (unprofitabl 
lender of last resort. SS 
Kyowa is not part of such a groupin 
describing itself as "independent and 
neutral." This has given it much mo 
flexibility than those with company t 
But in Japanese banking the obsession 
with market share dies hard. Banks do 
not simply turn their backs on their |. 
biggest customers — except perhaps at |. 
Kyowa. 0 3 
"We didn't simply say, 'goodbye'," |. 
recounts Junichi Ishikawa, one of the. 
bank's eight managing directors. *We 
asked them to help in improving our | 
business, by showing them that our re- |: 
turn on assets was so small. If we were 
not able to improve the ret 
explained that we unfortunately cou 
not continue lending to them.” — — 
Higher interest rates entail higher | 
risks but lending to small manufacturers | 
is collateralised by the property oc- |. 
cupied by the borrower, and land prices 
have soared until recently. This is one | 
reason why bankruptcies in Japan fell |- 
by 30% in the year to March 1988. 
Kyowa intends to lend more to service 
enterprises, which often have no such 
collateral. The bank will therefore have 
to find new skills to assess the credit risk 
of these firms. 
Boosting interest income is one | 










thing, cutting costs another. Kyowa is 
the only bank to have a policy of closing 
branches which do not pay. But it has 
been opening new branches in Greater 
Tokyo where small businesses are 
booming. Merrill Lynch's analyst James 
Polachek estimates that profit margins, 
as measured by the net interest frorà 
domestic lending minus domestic 
operating expenditure, reached 0.68% 
in the year to March 1988 — three times 
the 1983 level. The top five banks' mar- 
gins fell from 0.95% to 0.6% during the | 
same period. 2 
Kyowa has also been more cautious | 
about lending overseas. Sovereign loans 
| 


comprised 1.31% of total loans as of - - 


March 1987, against an average of |. 
1.87% for the top five banks. This |- 
means that a doubling of loan-loss pro- 
visions to 10% of outstanding develop- 
ing-country debts will hurt Kyowa's 
profits less than other banks. But, in any 
case, its hidden reserves are fatter in re- |- 
lation to equity than its rivals, so it has | 3 
less to worry about on this score. Lx 
So why the lacklustre share price? 
After retiring loans to big corporate cus- 
tomers, these firms responded by selling 
their Kyowa shares. The bank has, in 
turn, sold its holdings in the companies 
as well. Ishikawa expects that this per- 
sistent selling of Kyowa shares will 
probably finish in a year or two. If the 
bank stays on its present track, the 
share price could rise sharply there- 
after. ü 











MARKETS 


By Ellen Salem in Hongkong 
: S ome Chinese economists have ap- 
^w parently become enamoured of a 
very sophisticated feature of the capital- 
ist world — commodity futures markets. 
Their enthusiasm is matched by the in- 
terest of “high-level leading cadres" who 
-see such markets as a means of dealing 
with the problems of unstable farm out- 
put and widely fluctuating prices for ag- 
. ricultural products. 
Interest in a futures market was 
acknowledged in a signed column in the 
Economic Daily, which basically serves 














Futures ideas fashionable 


| Chinese reformers propose testing a commodity futures market 


as a mouthpiece for reformist elements 
in the State Council. Setting up such a 
market appears to be a pet project of cer- 
tain elements in the reformist camp and, 
if China follows precedent, one must 
now be on the cards. 

Over the past few years, most eco- 
nomic reforms have been introduced 
through a set formula. Step one consists 
of the publication of an elementary, edu- 
cational article in the national press. 
Then follows a spate of articles in 
academic, party and popular journals 
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a Privatisation, Indian style, 


boosts government coffers 


ndia is not immune to global econo- 

mic trends. But change is generally 
implemented more slowly and is usual- 
ly marked by the country’s own 
peculiarities. Since the beginning of the 
1980s, India has initiated a process of 
economic liberalisation. It has relaxed 
import restrictions, deregulated its 
economy, resorted to foreign commer- 
cial borrowings, and attempted to 
make Indian industry more competi- 
tive. As a result, it has become more 
open to international problems and in- 
fluences. 

It is in this context that India has 
started to consider privatising state- 
owned enterprises — a trend which was 
started by British Prime Minister Mar- 
garet Thatcher in the early 1980s. The 
important immediate consideration 
then, as it is now, was that “quite simply 
< the money had run out.” 

The Indian Government is currently 
- facing a budget crisis. Its expenditure 
commitments are rising, but revenues 
are falling far short of requirements. 
‘The Seventh Five-Year Plan, covering 
‘April 1985 to March 1991, was based on 
- a forecast budget deficit of Rs 140 bil- 
. lion (US$10.7 billion). But already in 
.. the first two years of the plan, the deficit 
has touched Rs 133.3 billion. For the 
` third year, 1987-88, the deficit is pro- 
jected at Rs 56.9 billion. As a propor- 
tion of GDP, the deficit shot up from 
1.3% in 1985-86 to 3% in 1986-87. 
| In a recent review of the economy, 
- the Planning Commission presented a 
. disturbing picture showing defence 
» spending, interest payments and sub- 

























ad mbar guarded e RABIA atm never rrarrararruh eerie erras Pere rer ti 






sidies absorbing 60% of 
gross government rev- 
enues. This expendi- 
ture, which does not 
contribute to develop- 
ment, is growing 
further. The Planning 
Commission appears to 
have anticipated the 
problems when it 
framed the Seventh 
Five-Year Plan. The 
plan document, in the 
chapter on Framework 
of Economic Policy, 
notes that "an unsus- 
tainable budget deficit 
not only leads to general 
instability in the econ- 
omy, but also forces the government to 
resort increasingly to methods of raising 
resources that cause distortions and 
produce other undesirable effects on 
the economy.” 

The commission had been hoping 
that state-owned enterprises would 
generate adequate surpluses and be- 
come an important source of govern- 
ment revenue. Unfortunately, this has 
not occurred and funding public-sec- 
tor losses has become a drain on the 
budget. In its mid-term review, the 
commission lamented that “public en- 
terprises were unable to generate re- 


Krishna Monie is an economist and 
freelance columnist who works as a 
consultant to several foreign consu- 
lates in Bombay. 











Thatcher: privatising trend. 






and newspapers. Both the pros and con 
of the proposed- are discussed. 
With time, the pros outweigh the cons. 
Finally, a brief note appears, stating that 
a programme is being tested, on an ex- 
perimental basis in a certain city or re- 
gion. Trial reforms have been used to in- 
troduce virtually every major economic 


reform of late, from contract labour to 


stockmarkets. 

The Economic Daily article on the 
commodity futures market fits the pro- 
file of stage one. In simple terms, it de- 
scribes both the problem and the solu- 
tion. The present swings bewteen gluts 
and shortages of farm products and the 
resultant price fluctuations are attri- 
buted to the widespread practice of spot 
transactions. In other words, farmers 
determine what to produce on the basis 
of current prices and local supplies. 
Their decision is made in a vacuum as 


sources of their own any more than a 
fraction of the amounts needed to fi- 
nance their capital formation, except in 
certain areas like petroleum." 

In June 1987, a parliamentary con- 
 sultative committee on 
| finance discussed ways 
| of improving the per- 
| formance of the public 
| sector. One of the sug- 
gestions was that pri- 
| vate-sector participa- 
|| tion should be allowed 
| in. successful state- 
| owned enterprises. 
| Outright sale of a 
| public-sector company 
| or the sale of a stake in 
| its equity capital to pri- 
| vate shareholders is not 
an easy task in India. 
Such suggestions gene- 
rate stiff resistance. But 
active consideration. of 
such moves has pro- 
voked a lot of debate. That in itself is 
progress. The government has not made 
any efforts to stop the debate. In fact, 
it has already embarked on a pro- 
gramme of privatisation, Indian style. 
The elements of the programme 
are: 

» Economic and industrial liberalisa- 
tion. This has involved reducing indus- 
trial licensing controls, increasing free- 
dom of entry for the private sector, and 
creating a climate of competition. In 
such an environment, the dominance of 
the public sector is undermined and its 
monopoly market eroded. 

> A bigger role for the private sector in 
meeting investment targets. In the 
Seventh Five-Year Plan, the private 
sector is expected to contribute 52% of 
total planned investment of Rs 3,223.66 
billion (at 1984-85 prices). Of that 52%, 
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| local producers do not have access to 
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broader market information. To bring 
the point home, the author discusses 
the present shortage of pork. Since the 
second half of last year many farmers 


have responded to the current short- 


age of pork by increasing pig produc- 
tion. Thus, a pork glut may be in the 


offing. 


[^ espite the article's call for a futures 
market, it does concede that such a 
market can only be set up in an area 
which has good transport and communi- 
cations — a pre-requisite that severely 
limits prospective sites for exchange 
centres. Additionally, the article says 
standard contracts and a system of capi- 
tal management need to be in place be- 
fore a futures market is feasible. 
Hongkong-based commodity traders 
do not think a futures market will work 





households are projected to provide 
3576, with the remaining 17% coming 


from the private corporate sector. This - 


represents a total break with past five- 
year plans. 

» The growing importance of the pri- 
vate capital as a source of funds. In 
1981-82, funds raised from capital mar- 
kets accounted for just about 2.3% of 
net domestic savings. But by 1986-87, 
the market provided 9% of net domestic 
savings. 

Interestingly, the public sector, dri- 
ven by a shortage of resources, has 
taken advantage of the boom in the capi- 
tal market. Eleven public-sector com- 
panies raised Rs 11 billion in bond is- 
sues, accounting for 18% of the capital 
issued, between April 1981 and De- 
cember 1986. The government an- 
nounced that in 1987-88 public-sector 
companies would be allowed to issue 
bonds totalling Rs 15 billion. These 
bonds will be for a period of seven 
years and carry a 14% interest rate. 

Raising resources 
from the public is a major 
departure from past 
practices. It exposes the 
public-sector companies 
to greater scrutiny which 
should make them more 
responsible to the need 
to improve efficiency. 
» Improving manage- 
ment efficiency. Over the 
past three years the gov- 
ernment has taken more 
care over its choice of 
managers. A quick sur- 
vey of public-sector com- 
panies indicates that 
their chief executives are 
men of proven merit and 
capability. In some 
major public-sector cor- 
porations, such as the 
State Trading Corp., 
Electronics Corp. and 


X 
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until China implements price reform. 
They have, however, taken note of the 
interest in such a market. Representa- 
tives of the Chicago Mercantile Ex- 
change have made periodic visits to Pe- 
king. Indeed, there are now a number of 
young economists in Peking who are 
very familiar with the workings of the fu- 
tures market. However, some of the 
more senior cadres “don’t have a clue as 
to how the whole thing works,” though 
they like the idea in principle. 

One  Hongkong-based economist 
commented that because of the present 
trend towards adopting capitalist in- 
stitutions, albeit in a modified fashion, 
he would not rule out the idea of China 
setting up a small trial futures market. 
But he said that even with price re- 
form China would be unable to meet 
rising grain demand without import- 
ing. Consumption patterns, which re- 


the airlines, the government has even 
chosen well-known industrialists to pro- 
vide the lead. 

>» Joint-sector projects. The joint-sec- 
tor approach is being extended to new 
growth areas, which until now have 


been dominated by state-owned groups. 
Under India’s federal structure, state 
governments have their own develop- 
ment corporations which aim to pro- 
mote industrialisation in the state. 
These development corporations are 
now initiating projects and inviting pri- 


| Calcutta Stock Exchange: gro wing importance of pri vate capital. 
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nised by many senior officials and 


policies have been mixed, but the gov- 







quire increasing amounts of grain, ar 
changing fast while little can be doge to 
increase output. Sanctioning massive 
grain imports is politically impossibl 
at the moment, though the economi 
soundness of such a solution is recog 


























economists. | GM 
Much publicity is now given to effort 
to increase grain production. / 
same time imports are increasing 
1986, China reversed its policy on 
imports, though the good harvest of tl 
previous year resulted in only a small in- 
crease — from 6 million tonnes to 7.7 
million tonnes. Last year, however 
grain imports increased by 107% o: 
the previous year to about 16 million t 
nes. Prelimary estimates indicate tha 
the trend will continue, with imports of 
20-25 million tonnes forcast for this 
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vate companies to participate in ven- |. 
tures. | : 

Part of the equity is obtained by issu- |. 
ing shares to the public which are then 
quoted on local stockmarkets. Many 
such joint-sector companies are operat- | 
ing successfully. The government has 
also decided to adopt this model and has 
established a number of public com- 
panies in partnership with the private 
corporate sector. 

e shift towards privatisation in 
India will progress very slowly because 
of entrenched political opposition. So 
far, the results of the liberalisation 


ernment remains firm. With general 
elections due in 1989, however, the cur- 
rent political climate is not conducive to 
any speed-up in the pace of privatisa- 
tion. 

But the debate continues. There are 
talks on privatising state transport 
groups, the construction of roads and 
highways, private-sector participation 
m power generation, 


—— 


and the sale of loss- 
making firms in the 


consumer-products sec- 
tor. Some have suggest- 

ed that even well-run 

public-sector companies. 
should seek equity sup- 
port from the private 

sector. 

While the main aim of 
the government is to re- 
duce budgetary support. 
to public-sector enter- 
prises, many economists 
have argued in favour of |. 
extending the scope of |. 
privatisation, including. 
shifting responsibility for | 
development to the pri- |- 
vate sector. They see |. 
this as a "logical exten- 
sion of the liberalisation 


* 


drive." 
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Less cooperation in store 


Vietnam downgrades the importance of collective agriculture 


_ By Murray Hiebert in Bangkok 


he Vietnamese Communist Party 

has taken steps to downgrade agri- 
cultural cooperatives, the cornerstone 
of its rural economic policy for more than 
| three decades, in an attempt to boost 
falling food production. A politburo re- 
solution published in mid-April warned 
that many cooperatives “show signs of 
| stagnation in production and misman- 
| agement.” 
| . The politburo called for a reduction 
| in the size of “too large cooperatives” in 
| the northern part of the country and for 

the conversion of cooperatives in high- 
-;| land regions to "work-exchange teams 
| or private holdings." In the south, the 
resolution said, "the main form of 
cooperative farming should be produc- 
| tion groups" in which peasants share 
^|. tools and help each other during the 
busiest agricultural seasons. 

Hanor's scaling down of coopera- 
tives is an attempt to encourage produc- 
tion, which has been plagued with prob- 
lems for the past few years. Pests and 
drought are threatening the current rice 
crop in the north, following the natural 
calamities which caused a drop in grain 
production in 1987. Food prices, which 
increased 10-fold last year, have dou- 
bled since early March. 

Vietnam is facing a "deficit of 1.5 
million tonnes of food, causing near- 
famine conditions in many areas of the 
country, especially in the provinces of 
the north," Deputy Agriculture Minis- 
ter Chu Manh told a donors' meeting of 
foreign embassies and international or- 
ganisations in Hanoi on 14 April. He ap- 
pealed for 400,000 tonnes of fertiliser 
and 3,200 tonnes of insecticides. 

T Bugs have damaged 30,000 ha of rice 
© fields in northern Vietnam, while 
another 130,000 ha are affected by 
drought, Nhan Dan, the communist 
party daily, reported in mid-April. Last 
year, the country’s grain production fell 
to 17.6 million tonnes, down from 18.4 
. million tonnes in 1986, party chief 
. Nguyen Van Linh said last month. 

. Until recently, agriculture was one 
-area in which the party's economic re- 
forms had been successful. ‘A contract 
system, introduced in 1981, allowed 
farmers to keep what they produced 
above their quota obligations to the 
government. Grain production rose 
from less than 13 million tonnes in 1978 
to more than 18 million tonnes in 1985. 

But for the past three years, grain 
output has hovered around 18 million 
tonnes, resulting in a drop in the per 
capita grain quota from 300 kg a per- 
son last year to 280 kg. Vietnamese ag- 
ronomists say this amount is reduced by 
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another 30% due to post-harvest losses 
caused by rodents and poor storage. 

More produce has been available in 
urban markets in recent years, but over- 
all production of secondary food crops 
has stagnated at around 2.3 million ton- 
nes for the past decade. 

A 1986 Unicef study estimated that 
people in Vietnam received an average 
daily ration of 1,800-1,900 calories, 
about 400 calories short of the minimum 
daily requirement. According to Unicef 
projections, Vietnam would need to 
produce 21.5 million tonnes of grain to 
provide enough food for 61.6 million 
people. The population 
has since grown to nearly 
65 million. 

Drought and insects 
destroyed much of last 
year's crop, but Viet- 
namese  agriculturalists 
say the country suffers 
from more than natural 
calamities. One problem 
is the shortage of inputs. 
The party daily reported 
in January that farmers 
in the fertile Mekong 
River delta in the south 
received only 30-50% of 
the fertiliser and pes- 
ticides they needed. 

Officials admit that 
peasants also have been 
demoralised by coercive 
cooperative policies, 
poor farm prices and cor- 
rupt cadres. In an attempt to address 
some of these problems, Hanoi last 
month organised its first congress for 
peasants, who make up 80% of Viet- 
nam's population, since the commun- 
ist victory in the north over 30 years 
ago. 


arty central committee member 

Pham Bai told the delegates that as 
many as a quarter of Vietnam’s pea- 
sant families have trouble making a liv- 
ing. Many farmers are returning part of 
the land given to them under the con- 
tract system and are looking for other 
jobs, he said. 

Some farmers become traders; 
others put all their energy into farming 
the small private plots around their 
houses. Vietnamese officials say that 
even cooperative members earn nearly 
three-quarters of their income from the 
"family economy" and that 90% of the 
meat and fish and all of the fruits and 
vegetables available in the urban mar- 
kets are produced on private plots. 

Linh acknowledged the role of pri- 









and seemed. undisturbed that some 
farmers will do better than others. "We 
recognise the existence and positive role 
of peasants in individual and private 
production," Linh said. 

Hanoi's low prices for farm products 
and relatively expensive rates for inputs 
also hamper production. The party 
daily recently reported a case in Hai 
Phong, the northern port city, where 
peasants met only 2076 of their contract 
to provide vegetables to the state for ex- 
port. The government could not pro- 
vide enough fertiliser, forcing farmers 
to turn to the free market where the 
price kept increasing. So when the vege- 
tables were ripe, the peasants sold 


most of them on the free market to re- 


cover their costs. 

One of the weaknesses of the con- 
tract system, Vietnamese officials 
admit, is that farmers are reluctant to in- 
vest much money and effort in plots of 
VERONICA GARBUTT 


in. 


land which will be passed on to their 
neighbours in a few years. In an attempt 
to tackle this problem, Hanoi has de- 
cided to give farmers 10-year contracts 
for their plots of land, Dao The Tuan, 
director of Vietnam's Agricultural 
Science Institute, said recently. 

The recent politburo resolution on 
agriculture also warned that food pro- 
duction is hampered because many 
areas of the country grow only rice. Vo 
Tong Xuan, a national assembly mem- 
ber and agronomist at the University of 
Can Tho in the Mekong delta, says Viet- 
nam’s rice monoculture makes the 
country's food production more vulner- 
able to natural calamities such as ty- 
phoons, drought and pests. 

Xuan also says the north is too cold 
to grow rice during the winter, so he en- 
courages farmers to grow potatoes for 
export to the Soviet Union. But pea- 
sants are reluctant to diversify. They say 
they continue to grow rice because they 
do not trust the weak transport network 
and cumbersome marketing system to 
provide their families’ rice needs. 
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Asia home to more than half of mankind. Every day, 

events are happening here that not only shape the re- 
gion's future but affect the entire world. The Asia 1988 
Yearbook does more than cover these events — it com- 
piles, analyses and interprets them. No businessman 
can afford to ignore them. Nor can any professional or 
scholar or anyone who has saps with Asia. Decide 
for yourself whether any other single medium puts the 
economic, social and political realities of Asia at your 
fingertips as does the Asia Yearbook. 





Now In Its 29th Edition 

The Asia 1988 Yearbook, now in its 29th year, is bigger 
and more comprehensive than ever before. Matching 
the rapid pace of Asian development, it goes into great- 
er detail, with greater insight — a book which everyone 
who needs to know about Asia must have on the book- 
shelf. 


Features 

The Asia 1988 Yearbook offers completely revised 
chapters — covering another historic year in Asia, and 
analysing US involvementin the region and you will also 
find familiar chapters and features as well: a portrait of 
The Entire Region, The Power Game, Population & 
Food, Development Banks, Asian Finance, Asian In- 
vestment, Commodities, Energy, Aviation, Shipping, 
Fishing, Trade & Aid, the Pacific, Asian & Pacific Or- 
ganisations, a round-up of the year's news stories, and 
much more. 


As in the past, the Asia 1988 Yearbook has an abun- 
dance of charts, tables and graphics to illustrate the 
material, inc luding a full military profile of each regional 
country. 


The main body of the book contains chapters on 31 
countries, ranging from Afghanistan to Japan, from 
China to New Zealand. 


Country-by-Country Analysis 

. Each country is discussed with up-to-date reviews of its 
Politics and Social Affairs, Foreign Relations, Economy 
and Infrastructure, complete with a map and lists of 
leading public officials. The Asia 1988 Yearbook gives 
you localised, first-hand information on everything from 
market potential and population trends to foreign aid in- 
volvement and social and cultural landmarks. Each 








book experts. 


How We Did It 
Published by the Far Eastern Econati eview, the 
Asia 1988 Yearbook is the result of thous: ids of man- Qs 


hours of work during the year. Every week, the Review's __ 
correspondents file on-the-spot reports. from. every 
major Asian capital and every area of interest through- co 
out the region. This leading team of writers, analysts, 
experts and research staff contribute (as they havereg- — 
ularly for 29 years) to keep the Asia 1988 Yearbookon 


top of events. To give you Asia minus the mystery, us 
minus the myth. To give you Asia as only the Far East- 
ern Economic Review can. 


Soft Cover: HK$21 5/US$27. 50/£17.75/S$58.50/M$70. 50 
Hard Cover: HK$235/US$29.95/£20/S$63/M$77 

For airmail delivery, please add: 
HK$55/US$7/£4.50/S$15.5/M$18.5 per copy. 
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By Bob Johnstone in Tokyo 
f hen the share price of Yuasa, an 
on Osaka-based maker of car bat- 
- teries, suddenly leaped more than 50% 
on the Tokyo Stock Exchange in late 
March, analysts immediately suspected 
that big Japanese brokers were respon- 
sible for the rise. 

.. No doubt they were, but investors 
were probably right to get excited about 
‘Yuasa. The company had just an- 
nounced the development of a plastic 
electrolyte which it reckons can be used 
to make paper-thin batteries. 
Companies all over the world, in- 
+ cluding as many as 70 in Japan, are rac- 
_ing to make batteries out of plastic — 
"for several good reasons. Plastic bat- 
teries promise to be cheaper, lighter, 
..| more durable and longer-lasting than 
|. metal ones and, since they are non- 
toxic, easier to dispose of. 

One Japanese company — the tyre 
maker, Bridgestone — has already suc- 
=] ceeded in developing a re- 
. fL chargeable, coin-type plastic 
|. battery. Intended for use mainly 
in watches and personal compu- 
ters, the battery has been on sale 
in Japan since September. 

_ |... But plastics are commonly 
- |- thought of as insulators, so why 
is it that they can conduct elec- 
tricity as well? The short answer 
is, because a Korean student 
working in (then assistant) pro- 
fessor Hideki Shirakawa’s labo- 
ratory at the Tokyo Institute of 
+. Technology (TIT) more than 20 
- years ago could not read the pro- 
< fessor's handwriting. 
.. Attempting to cook up a 
"batch of a plastic called 


: By Ellen Salem in Hongkong 
9 hina's latest economic-reform mea- 
y sures could widen the gulf that al- 
ready exists between rich coastal pro- 
. vinces and the poorer interior regions. 
-Taken as a whole, the two constitutional 
amendments — one freeing up of land 
use; the second recognising the private 
sector — along with the State-Owned 
Industrial Enterprise Law passed by the 
.seventh National People's Congress, or 
NPC, (REVIEW, 21 Apr.) affirm the 
status of a mixed economy. 








A battery of new uses 


: Materials scientists find unexpected new uses for plastic 
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polyacetylene, the student mixed in a 
thousand times more catalyst than 
Shirakawa's recipe called for. Instead of 
the expected dark powder, the result 
turned out to be a shiny, foil-like film 
clinging to the sides of the test tube. 

Although the film was brittle — and 
could not be moulded into useful shapes 
— it did have one interesting property. 
When "doped" with tiny amounts of 
chlorine and bromine, it blocked in- 
frared light. 

Since organic polymers — long, car- 
bon-based chains of molecules — like 
polyacetylene are usually transparent, 
this suggested to Shirakawa that some- 
thing very odd had happened to the ma- 
terial's electrical characteristics. But he 
did not have the resources to pursue this 
line of research, and there the matter 
rested. 

Then, in 1976, Alan MacDiarmid, a 
chemistry professor from Pennsylvania 





| show of enterprise 


-China’s newest economic freedoms aid the well-off 


The three measures have given legal 
sanction to economic changes that 
mainly have taken place in the coastal 
provinces. They also make it possible 
for accelerated changes envisioned for 
the coastal provinces to take place 
within a legal framework. 

Although the measures — particu- 


-larly the enterprise law — are expected 


to boost the economies of the poor pro- 
vinces, hasty implementation could be 
disruptive. Even under the best of cir- 
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was intrigued by the new polymer’s po- 
tential and invited Shirakawa to come to 
the US. There, together with physicist 
Alan Heeger, they discovered that by 
doping polyacetylene with iodine they 
could increase its conductivity by more 
than a billion times. 

From being an insulator, poly- 
acetylene had become almost as 
good a conductor as metal — an ex- 
traordinary change, the like of which no 
material had ever shown before. A 
dramatic demonstration of the transform- 
ation staged by MacDiarmid at the 
New York Academy of Sciences in June 
1977 turned conducting polymers into a 
new field of materials science overnight. 


| the early 1980s, MacDiarmid show- 
ed that conducting polymers could 
serve as the electrodes of batteries. This 
gave companies a very clear target at 
which to aim. 

In attempting to hit it, however, they 
face a big snag — producing a material 
which is stable enough for commercial 
applications. Polyacetylene, for exam- 
ple, is highly unstable, losing its conduc- 
tivity when exposed to the atmosphere 
within a matter of days or, at best, weeks. 

So, researchers have been investigat- 
ing a range of other polymers to 
see if they can be persuaded not 
only to conduct, but also to stay 
conductive long enough to be 
useful in commercial products. 


- forni of a project the Ministry of 
International Trade and Indus- 
try has been sponsoring under its 
Basic Technologies for Future 
Industries programme. 

The 10-year, US$20 million 
project began in 1981. It brings 
together some 40 researchers 
from five of Japan’s largest 
chemicals and synthetic-mate- 
rials companies Asahi 
Chemical, Sumitomo Chemi- 
cal, Sumitomo Electric, Teijin 


weet 


cumstances, the going will be tough, 
whether on the coast or in the interior. 
For example, some 15-25% of the work- 
force in state-owned industrial units is 
excess to needs. However, an over- 
whelming percentage of the workforce 
— 83% according to one survey — want 
jobs only in the state sector. 

The coming changes will have their 
impact most strongly felt in the interior 
provinces. State-owned industrial en- 
terprises, which have lagged the collec- 
tive and private sectors in terms of out- 
put and profitabilty, dominate the econ- 
omy in the backward interior where 
they provide employment for most of 
the industrial workforce. Thus, the 
greatest number of excess workers are 
employed in exactly the places where al- 
ternative employment opportunities are 
fewest. 


In Japan, this research takes the 





































.: Q8 APRIL 1988 e FAR. EASTERN ECONOMIC REVI 








. The goal is to produce a polymer 
with metal-like conductivity which loses 
no more than 10% of that conductivity 


© — plus three national 








in 10,000 hours (roughly, 14 months). | 


To this end, the Japanese are attempt- 
ing to improve the polymerisation pro- 
s$, screening for more stable dopants 











and evaluating various methods of seal- 
ing polymers with "barrier" resins, to 


, prevent them from coming into contact 


with the atmosphere. E 

Their efforts seem to be paying off. 
At a symposium in Kobe in March, pro- 
ject scientists reported best-ever results 


. for polypyrrole and polyphenylene vin- 


ylene. According to Tsunesuke Doi, a 
former Asahi Chemicals scientist who 
heads the project, "these results are 
very good, but not good enough from 
the viewpoint of actual application." 

Doi says he is confident that the re- 
maining problems can be overcome by 
the time the project ends in 1990. 
Others are not so sure. Takahiro 
Kawagoe, who is in charge of plastic- 
battery research at Bridgestone, con- 
cedes that the project's work is very 
good academically, but doubts whether 
it is focused enough to produce com- 
mercially useful results. 

Kawagoe says that Bridgestone 
began research on conducting polymers 


in 1983, after hearing that they could be | 


used to niake batteries. The move was a 
logical one, since the company had al- 
ready had much experiehce with de- 
veloping polymers, in the form of syn- 
thetic rubber for tyres. 

As its starting material, Bridgestone 
chose polyaniline. Although far lower 
in conductivity than polyacetylene, 
polyaniline is more stable. Until 
Bridgestone came along, however, no 
one had managed to produce it in indus- 
trial quantities. 

The reason, Kawagoe explains, is 
that polyaniline is very difficult to make 
uniform in quality. Bridgestone's re- 


 Ssearchers were able to crack the prob- 







For most enterprises, regardless of 
location, the process of change will be 
one of trial and error. Each enterprise 
must figure out how to become profita- 
ble. Each must also absorb the shock of 
the shake-up which will result from 
managers being given overall responsi- 
bilty for an enterprise's progress. 


he lack of human and fiscal resources 

8 in the interior suggests that the 
margin of error will be greater than in 
the coastal provinces. It will take the in- 
terior enterprises longer to turn a profit. 


. At the same time, the gradual freeing up 
Of the labour market could result in a 


migration of the best and the brightest 
to the coastal areas. Finally, local mone- 
tary conditions in the interior are likely 
to mean that such financial ploys as 
share issues, or the leasing out of un- 
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lem by making 100-odd improvements 
to the production method (electro- 


chemical polymerisation). 

The result of their labours is an in- 
digo-coloured sheet 2 mm thick, the 
molecules of which, magnified 1,000 
times under an electron microscope, re- 
semble mince. The sheet is anchored 
around a stainless-steel mesh, which, 
Kawagoe says, is one reason for its good 
performance as a conductor. 

Bridgestone needed to apply its mate- 
rial so, in September 
1986, the company 
linked up with Seiko 
Electronic Compo- 
nents, a specialist 
battery maker. A 
year later, the two 
companies began 
marketing a re- 
chargeable coin-type 
lithium battery with 
a positive electrode 
made of polyaniline. 

Bridgestone 
claims that the new 
battery has several 
advantages over 
existing types. Its dis- 
charge capacity is 
three times greater 
than that of ordinary 
lithium batteries. 
This means either it 
lasts three times 
longer, or that only a 
third as many bat- 
teries are needed to 
do the same job. 

The voltage (3V) of the battery is 
two or three times higher than nickel- 
cadmium batteries (the most common 
type of dry storage battery) and one- 
and-a-half times higher than lead acid 
(car) batteries. In addition to being 
longer lasting, the new battery’s rate of 
“self-discharge” (leakage) is very small, 
which gives it a much longer shelf life 
than other types. 

The battery sells for around ¥200 


(Y billion) 
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profitable state enterprises, will be dif- 
ficult. 

Clearly, Peking is aware of some of 
the problems which confront implemen- 
tation of enterprise reform on a national 
level. According to Sun Wanzhong. di- 
rector of the State Council's Bureau of 
Legislative Affairs, the State Council 
will draw up a dozen sets of regulations 
to deal with the situation this year. 
These will cover contracting, leasing, 
the shareholding system, and a ban on 
extortion, among other things. 

However, in the discussions at the 
NPC both before and after passage of 
the law, little if any attention was paid to 
the problems unique to backward areas. 
Rather, attention was given to national 
problems or to specific articles in the 
draft. Issues such as extortion by gov- 
ernment agencies, bureaucracy and the 


39° (Projected worldwide 
demand for rechargeable 
lithium batteries 


Source: Bridgestone. 
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(about US$1.59, or around the same 
price as conventional lithium batteries), 
but it is not for sale in shops. Bridge- 
stone sells mainly to electronics com- 
panies, which build the batteries di- 
rectly into their products. — 1. 
The battery has two main applica- 
tions: powering watches, calculator 
and hand-held remote controll 
equipped with solar cells, and provi 
back-up power for chip memories 








personal computers, copiers; fa 
and other offi 
















tion are sensors and: 
. displays. Z5 
By doping differ- | 
g ^nt polymers in va- | 
be made to change 
colour according to |. 
changes in current, > 
light and tempera- | 
ture. This enables |. 
them to be used |. 
to monitor whether |. 

drugs or frozen food, | 
for example, have been stored under i. 
the proper conditions. It also means- 
that they could be used to replace, say, 
liquid-crystal displays. 

Given what one visiting British sci- 
entist recently described as the *awe-in- 
spiring" investment that Japan is pump- 
ing into materials science, it is likely 
that, as with plastic batteries, Japanese |. 
companies will be the first to exploit | 
these applications, too. h 












difficulties involved in firing workers |. 
have been discussed at length. | ^od 
In fact, there appears to be an as- - 
sumption, especially on the part of- 
representatives from the coastal pro- 
vinces, that there is no dearth of good- 
managers. In their view, the problems - 
lie in red tape, power-grabbing cadres, - 
lazy workers and a less-than-perfect en- > 
terprise law. Whether or not this view is 
justified, little consideration has been 
given to enterprises in poor interior pro- - 
vinces which face all of the above prob- — 
lems — and more. e 
While the enterprise law is an instru- 
ment of change and government inter- 
vention, the two constitutional amend- 
ments have basically caught up with: 
changes in the transfer of land rights and 
the development of the private sector. — . 
The amendment on the private | 























sector, which has been 
added to Article 11 on 
theeindividual economy, 
reads: "The state per- 
mits the private sector 
of the economy to exist 
and develop within the 
limits prescribed by law. 
The private sector of the 
economy is a comple- 
ment to the socialist 
public economy. The 
state protects the lawful 
rights and interests of 
the economy, and exer- 
cises guidance, supervi- 
sion and control over 
it.” 

China now has about 
13.7 million private busi- 
ness valued at Rmb 23.6 
billion (US$6.3 billion), 
employing more than 
21.58 million people. At 
last count, some 115,000 
such businesses employ 
eight or more workers. 

Workers in private 


industrial — enterprises 
account for 0.79% of 
the total workforce 


nationwide. But most of China’s private 
sector manufacturers are located along 
the coast. Thus, Liaoning, Jiangsu, 
Zhejiang, Fujian and Guangdong have 
more workers in private-sector in- 
dustrial enterprises than the national 
average: the percentage ranges from | 
0.92% in Zhejiang to up to 2.5% 

in Guangdong. Conversely, the per- 
centages for the interior provinces 


STATE-OWNERSHIP 
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| 





SHAKING OFF 


Gansu (9.13) 


below the national average. 
The coastal provinces will benefit the 
most if, as the mayor of Ningbo pre- 
dicts, the recognition of the private sec- 
tor turns “huge amounts of privately 
held funds into investment, rather than 
being used just for consumption and 
[the law] will stimulate the develop- 
ment of productive forces.” 
The second amendment states that: 


are 
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“No organisation or in- 
dividual may  appro- 
priate, buy, sell or 
otherwise engage in the 
transfer of land by un- 
lawful means. The right 
to the use ofland may be 
transferred according to 
law." Again, the coastal 
provinces have taken 
the lead in the transfer 
of land rights and, for all 

practical purposes, the 
development of a prop- 
erty market. 

For example, in 
March, Canton sold 
land rights to develop 
land to the Guangdong 
Provincial Trust and 
House Property Deve- 
lopment Co. for Rmb 
4.1 million. In Feb- 
ruary, a Hongkong 
company bought land 
rights worth US$1.24 
million in Fuzhou in Fu- 
jian province. 

In sum, the coastal 

provinces are in a better 


REVIEWDIAGRAM by Andy Tang position to absorb the 


| 
| 
| 


shocks of the enforcement of the enter- 
prise law. At the same time, they are 
better placed to take advantage of the 
new freedoms that the two amendments 
permit. What this means is that the next 
few years will present challenges to the 
interior provinces. If these are not met, 

one could start to see the development 
of virtually separate rich and poor na- 
tions within one country. LH 


commitments. c Wc 


ch: was just assed t by ‘the seventh National | People's s Con- 
SS, should encourage a whole range of business arrange- 


n essence, the new law puts a CJ V on an equal footing to 
mity j greco sup: such as techni- 


un venture 
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You never know where business will take you. But if it's 
anywhere in America, you'll always know exactly how to 
get there. 
Just fly United. Together with our United Express 
partners, United can carry you to nearly 200 cities from 
coast to coast and north to south. 
It all starts with convenient service to the States from 13 
< cities in Asia and the Pacific. Including nonstop flights from 
Tokyo, Osaka, Seoul, Hong Kong, Sydney and Auckland. 
- The next time you travel to America, fly with the airline 
whose’ gateways and hub cities lead to nearly 200 business 
centers both large and small. 

Call travel agent or United. And fly the friendly skies. 
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When one of the world's largest truck manufacturers makes unrivalled worldwide experience to invest in the fut 
an announcement you know it's going to be big news. Building on experience means maintaining a 
Scania, the truck division of Saab-Scania, has madethe ^ reputation for meeting the needs of every kind of tr 
best range of trucks it's ever made even better. user and transport need. 
The new range, called Scania Series 3, offers a whole Investing in the future means launching a new ci 
range of new and technologically advanced features and with an all-new interior and instrument panel; a wid 
VAS modifications. In short, Scania is building on its choice of tougher 14-litre diesel engines, with uprat 


| SCANIA 
A 


Saab-Scania, Scania Division, S-151 87 Södertälje, Sweden. 





A new dimension 
in truck technology 


aee. m 


utputs up to 470hp; and much more. 
It all adds up to a new dimension in truck technology. 
The new Scania range is now being introduced in 80 
ountries throughout the world where Scania has gained a 
»nowned reputation for transport economy, safety and 
gged reliability. 
It just goes to show there’s no substitute for quality. 
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if you are serious ab out inv vesting 
in Asia’s volatile stockmarkets e o o 


| ASIAN MARKETS MONITOR, a weekly newsletter intended for the serious individual 
EUN MU or institutional investor will keep you well informed with timely reliable news and in- 
CAR RARE NUN CE EE "IEEE ||. formation from which you may well benefit when planning investments. 


Concise Coverage of Asia's Stockmarkets 


Each weekly issue of AMM contains concise, comprehensive coverage and analysis 
of Asia's fast paced stockmarkets. The kind you need to help you assess your current 
portfolio and to plan your future moves. 


AMM Can Help Eliminate Uncertainty 


While AMM can't guarantee you success and profit it can help you to eliminate some 
of the uncertainty you might otherwise experience. In short, you will be better pre- 
= ies pared by being better informed to make investment decisions now and in the future. it 
wmm is always recommended however before investing that you seek professional advi 


A Heritage Second To None 


AMM is prepared and published by National Fair Ltd., a wholly owned subsidiary of 
Review Publishing Co. Ltd., publishers of the highly regarded Far Eastem Economic Review, Asia's recognized a uthority on the 
- 8 regions’ political, economic and financial affairs. Our Company's considerable experience goes into making AMM an authorita- 
-  g. tive source of market information. 


A Wise Investment 


| (m With an annual subscription price of only US$599, lass than the cost of a weeldy lunch ata good restaurant, AMM could wel 
prove to be the least expensive investment you make this year. It might =~ prove to be the one of the wisest. Read what this 
report has to say before you make your next investment decision. 


Unqualified Money Back Guarantee 


If for any reason after you've received AMM you wish to cancel your order you may do so at any time and receive a full refund 
of the unused portion of your payment. 


Don't Delay . . . Order Now 


fg. Order now while you're thinking about it and begin receiving the kind of information you want and need about the HONG KONG, 
~ SINGAPORE, MALAYSIAN, PHILIPPINE, TAIWANESE, THAI, AND KOREAN stockmarkets. 
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@ IN tandem with other world stock- 
markets, the Hongkong market has 
shown no mean bounce. Before Wall 
Street’s panic sell-off after the poor 
February US trade figures, it almost 
seemed that boom times were back. The 
Hang Seng Index rallied 200 points in 
the first half of April, there was an up- 
swing in margin borrowing by retail in- 
vestors, while the offer of shares in the 
flotation of C. P. Pokphand, the Thai 
agribusiness, was hugely oversub- 
cribed, in the final event, by 283 
times. 

The market’s brightening scenario 


was reflected also in the changed tactics | 


of reclusive share speculator Joseph 


Lau. Lau is an unusual animal in Hong- | 
kong. Eschewing the clubby, don't- | 


rock-the-boat ways of Hongkong's busi- 


ness establishment, he has tried a little 


greenmail on Hongkong & China Gas' 
Lee Shau-kee and the Kadoorie family 
of Hongkong & Shanghai Hotels. The 


result was some profit, both for himself. 


and that often overlooked species, the 
minority shareholder. 

Of course, Lau rather spoiled his 
success. At the market's peak, he 
bought into a string of second-rate in- 


vestments, which have landed him un- | 


realised losses of close to HK$1 billion 


(US$128 million). But he was able to | 


meet the HK$3.2 billion payment on the 
purchase of two prime buildings in 


Hongkong's Wanchai and Causeway 


Bay districts. That, however, landed 
him with more debt than this tradition- 
ally equity-reliant market player liked. 
Earlier this year, a merger was 
mooted between two Lau group com- 


panies, Chinese Estates (which holds | 


the Lau group's properties) and China 
Entertainment (which has some cash 
left after the greenmail foray on the 
Kadoorie family and the investment 
binge). For Lau, China Entertainment's 
cash would have contributed to easing 
Chinese Estates' debt, at a time when a 
weak market made unattractive a re- 
course to equity funding. 

The merger plan always seemed 
ps Favourable terms for China 
zntertainment minorities were not au- 
tomatically compatible with the in- 
terests of Chinese Estates, where Lau's 
attributable stake is higher. Moreover, 


by concentrating the group's resources | 
in fewer companies, Lau would have re- | 


duced the flexibility and scope for rais- 
ing capital.for future projects. Perhaps 
because of this, the plan was scrapped in 


favour of a one-for-one rights issue by - 


China Entertainment. 

Most importantly, the market up- 
kick and Hongkong's still firming prop- 
erty market present Lau with more ex- 
citing ways of making money. Paul Y 
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Construction Co., which is 3596 
held by China Entertainment, is a prime 
case in point. This company has a good 
record in civil-engineering contract- 
ing, but is a dog when it comes to 
broader issues of financial manage- 
ment. 

However, Paul Y does have large 
property-investment holdings which 
were valued at HK$383 million as at 31 
March 1987. Together with the HK$100 
million book cost of construction and 
property-development holdings in sub- 
sidiary companies in Singapore and 
Hongkong, the net asset value a 


share of Paul Y's property alone | 


comfortably exceeds the current mar- 
ket price of around HK$1.70 for the 
shares. 

In June — when six months have 
passed from the time Lau completed his 
purchase of Paul Y shares at an inflated 


| HK$3.80 a share (and with it his obliga- 





Lau in the days when 
he smiled. 


tion to pitch a bid at that level), and 
should the market weaken in this year's 
second half, as is widely expected — 
Lau might want to take out the other 
shareholders in Paul Y. A HK$2-a- 
share offer for the 65% of Paul Y which 
Lau does not control represents a 1596 
premium to the current share price, and 
is roughly equal to the sum being raised 
in China Entertainment's HK$275 mil- 
lion rights issue. 

In effect, a take-out would enable 
Lau to get the construction interests for 
free. Doubtless, Lau could inject more 
management efficiency into Paul Y. But 
Lau might find it easier to sell the con- 
struction interests, close the haemor- 
rhaging shipping division, and reap the 
benefits of the appreciating value of the 
property interests. 

€ PERHAPS the Kadoories might 
also scent the chance to make a profit at 





Paul Y and launch a pre-emptive bid. 





They could do with some cash. The | 


cost of defending Hongkong & Shang- 


| hai Hotels last year against Lau (by rais 


ing their direct stake to 34.9% am 
underwriting the placement of Lau 
34.9% stake) could have landed the 


family with losses in excess of HK$500 — 


million. 


But then a fair spread of péople are | - 
losing money in Hongkong these days. 
Since the crash, Hongkong stockbrok- 


ers’ profits have presented a bleak pic- 
ture, with large and small br ilike 





hardly escape mention. In its 
of operation, Mansion Hi 
ceeded in bringing in a proi 
under the prospectus forec 

The fact that the company es 
with a profit at all was dependen 


faulter Robert Ng, Mansion House's 
biggest client. Now Mansion House has 
settled in full its outstanding liabilities, 


| which eliminates at least one anomaly, 
| where the directors in their stockbrok- 
ing Eua can trade freely on the mar- 


ket while the same directors saw their 
futures-broking company suspended for 
non-payment of obligations. 

€ MANAGERS Standard Chartered 
Asia and fellow underwriters Bank of 
Tokyo (Hongkong) and Chase Manhat- 
tan Asia were clearly over-cautious in 
setting the terms of the Hongkong flota- 
tion of C. P. Pokphand, a subsidiary of 
the Thai agribusiness with interests in 
China and Hongkong. The issue was 
283 times oversubscribed. Standard 
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Chartered’s David Stileman said. that di 


Pokphand's asset spread in China and. 
Thailand, and market gloom at the end 
of March, when the pricing was set, had- 


induced the underwriters to be cautious. 

Robert Yue, the stock exchange" 
new head of listings, apparently though: 
the issue was still overpriced. In Ronald 
Li's days, this would probably have seer 
the issue price cut. But no attentior 
should be paid to the stock exchange’ 


view. If underwriters carry the risk, | 


then underwriters should make the de- 
cision alone. The problem is that, after 


being caught with the Cheung Kong 


issue in the wake of the October crash, 


underwriters have an interest in under- j 


pricing rather than overpricing an issue. 
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But food stocks are steady performers | . 
through recession and boom. The un- | | 


derwriters used their newly won free- | - 


dom in this issue to get it wrong. 
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Fairfax paper chase 


- Press group under pressure as Australia bars foreign interests 


<f By Michael Malik in Sydney 
3 A political decision not to allow 
e British press baron Robert Max- 
: well to make a bid for all or even a sub- 
stantial part of the Melbourne-based 
| newspaper The Age has left the John 
.. Fairfax newspaper group still struggling 
. to pay for its ill-timed “privatisation” 
. gamble. 

Last August, the group's 27-year-old 
*whiz-kid" chairman Warwick Fairfax 
- launched a bold bid to buy back the core 
-- of the family business (REVIEW, 24 Dec. 
. '87) — based on the highly successful 
Sydney Morning Herald (SMH) — 
through his own Tryart company. But 
the bid, funded by a credit line of more 
than A$2 billion (USS$1.5 billion) from 
the Australian and New Zealand Bank 
(ANZ), headed for the rocks as the Oc- 
tober stockmarket crash made his offer 
of A$8.50 a share not merely generous, 
but virtually suicidal. 

To repay the loan, Fairfax set about 
trying to sell group assets, and to a cer- 
tain extent has succeeded. But the esti- 
mated AS$1 billion raised so far still 
leaves his creditor banks uneasy and his 
debts formidable relative to his cash 
flow. 

Apart from Tryart's massive debt to 
ANZ, the original John Fairfax com- 
pany had outstanding loans of about 
A$470 million with eight other banks. 
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Two of the loans — A$150 million with | 
Westpac Banking Corp. and the same | 


amount with the National Australian 
Bank — were taken out in March last 
year to finance the purchase of Mel- 


bourne's HSV7 TV station and are re- | 


payable by the end of June this year. 


In the past three months, the eight 
banks have taken legal action to restrain | 


Warwick Fairfax from using funds 


raised in his asset-selling to repay ANZ | 


at their expense. The interest on the 


ANZ loan is around A$300 million a | 
year, but Fairfax is currently estimated | 


to be generating less 
than half this amountin | 
profit. A sale of assets | 
and a cost-cutting oper- 
ation have therefore | 
been essential. 

One successful sale | 
was of Fairfax's eight- | 
station Macquarie na- | 
tional radio network at 
a reported A$100 mil- 
lion to a Queensland 
consortium called So- 
nance, which includes | 
Sir Frank Moore's Sun- 


corp and Hongkong | 

publisher Sally Aw 

Sian’s Sing Tao news- | ENTRE 
Maxwell: not welcome. 


paper group. 


E. A cushion against calamity 


. By Nayan Chanda in Washington 
whe International Monetary Fund 
© E (IMF) has expanded its credit 
| facilities in a bid to help less-developed 
` countries cope with current-account def- 
icits created by adverse external factors. 
But, in order to take full advantage of 
these additional loan windows, borrow- 
| ers will have to take part in the IMF's 
| structural adjustment programme 


| and adopt its prescribed policy re- 


forms. 
A net effect of the new facilities will 


| be to liberalise financing for export 
 shortfalls and to provide countries 


attempting IMF-recommended policy 
reforms with a cushion against unex- 
pected buffeting by external factors — 
such as import price rises or falls in 
tourist earnings. 

IMF members experiencing balance- 
| of-payments difficulties because of ex- 
| port shortfalls used to be able to pur- 


————————— M PEE E rere 


|. AMF expands loan facilities for developing countries 


chase up to 83% of their quota of special 
drawing rights through the Compen- 
satory Financing Facility (CFF). Under 
the new borrowing arrangements an- 
nounced at the IMF interim committee 
meeting in Washington on 14-15 April, 
this mechanism will be maintained, al- 
beit at a lower scale. But it will be com- 
bined with contingency and optional 
windows which will allow members to 
borrow up to 10595 of their quota. 

The new arrangement will reduce 
financing available through the CFF to 
4096 of quota. An additional loan faci- 
lity the Economic Contingency 
Mechanism (ECM) — will be available 
to countries suffering from external 
shocks. This will enable members to 
draw up to another 40% of their quota. 
A third optional window, offering up to 
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25% of quota, will be available. Mem- | 
bers would decide whether to use the | America, has long complained that, 


|] Two other asset sales — t ur 

| rival Rupert Murdoch's News Ltd — 
| were 44.65% of the shares in Australian 

Associated Press (AAP), and 5076 of 
| the shares of Australia's largest news- 
| print manufacturer, Australian News- 
| print. Mills (ANM). Together these 
| sales are estimated to have netted about 


bothtoarch | 


AS300 million. A AP's sole asset is 7.7% 
of the voting capital of the giant Reuters 
newsagency. The latest purchase gives 
Murdoch 97.6% of the issued capital of 
AAP. Fairfax retained its interest in 


| Australian Associated Press Informa- 


tion Services, Australia’s domestic 
newsagency. 

Other sales have included the British 
Spectator magazine to the London Daily 
Telegraph for a figure of £2-3 million 
(US$3.8-5.6 million) and various prop- 
erty holdings in London and Australia. 

Fairfax's main problems have been 
in disposing of the successful Australian 
Financial Review (AFR) 
and The Age — which 
was not at first thought 
to be up for sale. Nego- 
tiations were opened in 
January with Robert 
Holmes 4 Court’s Bell 
group for the sale of the 
AFR and the National 
Business Review pub- 
lished in New Zealand. 
Hard-pressed for cash 
by the banks, Fairfax 

E reduced the original 
B | asking price of A$158 
© | million to A$125 mil- 

|| lion. Negotiations were 
long and difficult and in 
the end, on 3 February, 
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IMF under the compensatory or con- 
tingency financing mechanisms. 
Although developing countries 
expressed concern over the reduc- 
tion in the CFF ceiling, effectively 65% 
of quota (40% under CFF and 25% 
under the optional facility), they wel- 
comed the relaxation of the conditions 
attached to the CFF and the adoption of 
the ECM. 2 
“If the intent is to help,” one develop- 
ing country official said, “this is a good 
development. But we'll have to see how it 
is implemented.” Although the IMF's 
board of governors adopted the new 
facilities — now named the Combined 
Compensatory and Contingency Financ- 
ing Facility (CCCFF) — it has yet to 
work out how they will be implemented. 


he creation of CCCFF is the result 

of a compromise between the US and 
other members, particularly the 
developing countries. For a year, US 
Treasury Secretary James Baker has 
been urging the IMF to scrap the CFF 
and replace it with the ECM. 

The Group of 24, which represents 
members from Africa, Asia and Latin 
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it could get a better price else- 
relse hold ontothe AFR ortake 
in a partner. Britain's Pearson group, 
publishers of the Financial Times, had 
expressed an interest in such a venture, 

Just one day before the Bell offer for 
the AFR was to be finalised, Fairfax 


j managed to negotiate a A$500 million 


syndicated loan underwritten by 
Citibank. This gave Fairfax a breathing 


| space and the opportunity to turn down 
| Holmes à Court's offer. The loan was 


secured against "assets notoriginally in- 
cluded in Fairfax's asset-sale program- 
me," said a statement, without reveal- 
ing which of the company's assets had 
been mortgaged. 


M axwell first entered the scene as a 
SWI potential buyer of not just The Age, 
but of the AFR and Fairfax's two ailing 
Sydney newspapers, the evening tabloid 
the Sun and the Times on Sunday. For- 
mal negotiations were started in Sydney 
and a rumoured price of about A$1 bil- 
lion was mentioned but never confirmed. 

With little progress being made, and 
hard pressed by the banks, Fairfax de- 
cided to cut its losses and on 10 March 
closed its two consistent money-losers 
— the Sun and Times on Sunday, which 
together were estimated to be losing 
A$25 million a year. 

On 28 March, to further ease the 
pressure, Fairfax drew down the 
Citibank loan and repaid the unsecured 
bank loans. At the same time, the ANZ 
facility was extended until 30 June, 
when it is expected to be rolled over. 
The decision against a sale to Max- 
well — which presumably would also 


while on paper there are no conditions 
attached to borrowing up to 40% of 
quota under the CFF, in reality it has be- 
come extremely difficult to obtain credit 
under the facility — especially since 
1983. 7 | 

Of the 42 countries which have bor- 
rowed from the CFF since 1983, 37 have 
implemented adjustment programmes. 
IMF data also shows that repayments to 
the CFF are being made at a much 
higher rate than new borrowings. 
Before the interim committee meet- 
ing, G-24 officials held intense discus- 
sions on the value of a trade-off between 
a reduced CFF and a proposed con- 
tingency financing facility. Through, 














what one source described as, a series of 
“sal cuts," a compromise was 
reac the mix of new facility. 


ympromise involved relaxing 
ond attached to the lower CFF 
funding, -G-24 accepted a Baker 
mechanism th 


IMF-directed adjustment programmes. 
The fact that the ECM included external 
factors such as interest-rate rises was 
welcomed by debtor nations which can 





: up a contingency 
lec at would help countries 
Suffering external shocks implement 


apply to Pearson — was revealed by 
Prime Minister Bob Hawke in the sec- 
ond week of April in an interview in The 
Age itself, after pressure from Labor 
backbenchers and from groups such as 
"Free the Media," which expressed con- 
cern about foreign ownership of Austra- 
lian news organisations. The govern- 
ment has discretionary power to veto 
the sale of Australian publications to 
foreign interests. 

Despite Murdoch's US citizenship, 
since he was an Australian and much of 
his press empire here existed before he 
acquired his "citizenship of conveni- 
ence," nobody except his press com- 
petitors take very seriously the idea that 
he is “a foreigner.” 

With a ban on a foreign sale, or even 
a large foreign interest in any of the 
Fairfax publications ruled out, industry 
Observers believe it cannot expect to re- 


ceive an offer for The Age anything like 


that hoped from Maxwell. The only pos- 
sible local buyers being mentioned now 


| are Holmes à Court — flush with money 


from selling his share in ANM — and à 
Melbourne property consortium called 
Hudson Conway. 

Clearly, the uncertainty cannot be 
allowed to drag on for long. Even if 


owed to ANZ, it must still further re- 





Fairfax does not get a really substantial 
offer for The Age — which together with 
the SMH is expected to contribute 
about A$100 million of the company's 
projected A$125 million earnings for 
1987-88 — his chances of winning his 
great gamble could see the end of his 
empire, rather than its security. 


Fairfax has raised nearly half the money | 


duce interest payments. But if Warwick | 











Thailand considers a 
large-scale steel mill 


to 













By Paul Handley in Bangkok ER 
G rowing demand for steel products — 

Ahas pushed Thailand to consider. | 
seriously building a large-scale, cold- - 
rolling mill (CRM). Two major inte 
tional steel groups, Australia 
Hill Proprietary and India-b 
pon Denro Ispat, as well as. 
local steel conglomerate, h 
posals to build a mill wi 
Investment (BOI). Th 
have the mill in produc 
1991. ES 

CRM proposals for the : 
been bandied about for a decade, but. 
they were rejected by national planners. | 
averse to non-commercial, heavy-in- 
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Thailand of many Japanese manufac- 
turers, especially appliance makers and- 
car producers attempting to export 
Thai-assembled cars, has signalled 
steadily rising demand for sheet. steel 
within the country. This for the first 
time has encouraged serious considera- | 
tion of support for CRM. 

Steel consumption jumped dramati- 
cally last year, with imports of steel in 
various forms up roughly 29% to 1:7- 


‘million tonnes, according to govern- ^ 


| Ment statistics. Cold-rolled coil con-: 


now seek relief if surging interest rates 
increase their debt-service burden. 

However, determining how the new 
facility will be operated will not be easy. 
The G-24 issued a communiqué deplor- 
ing *any attempt to increase conditional- 
ity for the use of the CFF and to subject 
access to the upper tranche (ECM) to the 
existence of an adjustment programme 
with the Fund." The group also said that 
the *CFF should be related to the mag- 
nitude of the export shortfall rather than 
to quotas." 

IMF sources told the REVIEW that de- 
tails of the arrangements still had to be 
worked out, but that the IMF had agreed 
on three principles when making loans 
under the new facilities. 

» Contingency would be applied in a 
“symmetrical fashion." In other words, 
external shocks — both favourable and 
unfavourable — would be taken into ac- 
count. 

» Compensation would be on the basis 
of a deviation from a baseline which has 
yet to be determined. 

> Contingency financing would have to 
be in association with an existing adjust- 
ment programme or one under negotia- 
tion. 


sumption topped the half-million tonne 
threshold, according to unconfirmed in- 
dustry figures. Underpinning this is a 
boom in demand for steel products by 
numerous other industries producing 
for local consumption and for export: 
the construction industry, food canners, 
and steel-furniture makers, for in- 
stance. E 
According to Wikrom Vajragupta, a | 
Chulalongkorn University metallurgi- | 


| 
dustry projects. But the rebasing in. 
| 
| 







cal engineer who conducted a feasibility: 
study of upstream steel plants for BO 
local demand is the key. Currentl 
about 4076 of the demand has been fo 
tin plate for can making, and anoth 
40% for galvanised sheet, the type 
for roofing. Wikrom estimates the im 
roperty-investment holdings whic 
rom the furniture and car sectors, whic 
could consume up to 300,000 tonnes a | 
year before 1991, double current con- E 
sumption. Tin-plate demandisexpected | 
to grow 25% or more, to above 250,000. 
tonnes annually, within three years. 
It demand is enough, the next ques- |. 
tion is how ambitious any project should | 
be and how much government support | 
the plant should get. The currentimport | 
duty on rolled steel is no more than 5%, 
according to Wanchai Kunanantakul, 


































president of the Siam Steel group. He 
estimates that a new CRM would 
require about 10% tariff protection 
against imported cold- rolled coils, 
based on his company’s plan. 

A cold-rolling mill would produce 
the finer steel sheet in demand for car 
bodies or steel furniture. Hot-rolled 
coil is rougher and is used in pipes, 
for which Thailand has a growing 
demand, and shipbuilding, for which 
Thailand has virtually no demand. Esti- 
mates are that a hot-rolling mill would 
require at least 1 million tonnes’ capa- 
city to be economical. Thailand is not 
likely to become a competitive steel ex- 
porter, because it will still depend on 
imported materials and because the 
government is still unwilling to subsidise 
the project outright. 

Apparently, the government would 


meant 


Et (By bys S. Kamaluddin i in 1 Dhaka 


"he Asian Development _ 
“| (ADB) has agreed to partly finance 
| the US$13.8 million private-sector 
Padma Textile Mills (PTM) project, 


p and take some US$1.03 million in 
|. equity in the plant. Of the total esti- 


: s s mated cost, US$8.6 million will be in 
2 foreign exchange. i | 


The project is the first private-sec- 


n tor project in Bangladesh to be directly 





Bank 


financed by the ADB without a guaran- 


- tee. from the government of Ban- 

j ~ gladesh. The mill is part of a govern- 
ment programme to encourage private 
vestme nti in the peer sector. 


dye: eee a 10-year ib grace ails 
ta an annual service charge of 1%. 
i ral PTM, located at ches 20 km 








= he part iding cont Pi E 


etu and d Import C Co.), one of the 


The PTM has ede f onsore oli y the M 


not be averse to a 10% tariff and is also 
willing to allow exporters to import raw 
materials duty free. This could be a key 
difficulty, because much of the new de- 
mand comes from factories which ex- 
port more than 80% of their produc- 
tion. Without their demand, a local pro- 
ject could be killed. 


T government will also have to de- 
cide on giving the plant cheap elec- 
tricity rates, for which there is already a 
policy, and cheap natural-gas rates, 
which will be more difficult. Industries 
have not responded well to requests to 
convert to natural gas, because the 


supplier has been fairly inflexible where 
pricing arrangements are concerned. 
The scope of the new plant is not 
yet decided. Some proposals, in the 
Baht 3-5 billion range (US$118.6-197.6 


and 
groups. The group is involved in the 


manufacturing of jute, textiles, phar- - fem 


maceuticals, garments and. fishing, as 
well as bank and insurance companies. 


Its annual exports account for more Mining. 
than 3% of the country’s total sales i 


abroad. 

The ADB has received a large 
number of applications from prospec- 
tive private projects here, of eight or so 


of which are now being processed. po wing 
These projects include liquefied natu- — first anc 


er 
| 
| 
| 
; 
| 
| 





the most diversified domestic - 





have "offered antiquated 
technology, while others propose un- 


million), 


tested new technology. The govern- 
ment is worried about both, because 
elsewhere in Asean serious problems 
have cropped up in mills due to both 
excessively old and new technology. 
While the government would like 
a single CRM, with a capacity of 500- 
700,000 tonnes, Siam Steel, now con- 
sumer of more than a third of all 
coil imports, has proposed a massive 
Baht 15 billion investment in both 
cold- and hot-rolling mills and a coat- 
ing plant. If accepted, this plan would 
require six years to get the CRM unit 
producing, and seven for the hot- roll- 
ing mill. This would mean a longer 
period of cold-rolled coil imports 


than the government is thinking of at 


the moment. 


| new project of 
Biman Basgladesh. : 


ral gas, distilleries, manufacture of in | 


and 
involve more. than 


condoms, — | 
others. They 


plastic containers 


US$150 million. As direct lending to — i 


the private sector is a very small in- 
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| Ter Philippine economy appears pois- 
ed to grow at a faster rate this year 


after expanding by 5.7% in 1987. Con- 

Sumer demand has remained strong, 
with January sales of 20 key manufac- 
turing industries up 22% from year-ago 
levels. Moves to sustain employment- 
generating projects should keep de- 
mand up in the coming months. 

Businessmen, however, continue to 
express concern over the pace of 
economic advance. The Philippine 
Chamber of Commerce and Industry re- 
cently complained that the govern- 
ments debt-to-equity scheme was 
not keeping up with foreign-investor 
interest. f the US$1.49 billion 
worth of applications received by 
end-1987, just US$456 million worth 
had been approved and only US$289 
million worth had been implemented. 

Business groups have called for 
an increase in swap authorisations, 
even at the expense of additional 
inflation, though the Central Bank 
of the Philippines i is reported to be 
planning a ceiling of US$120-180 
million in approvals a year. 

Central bank governor Jose 
Fernandez has said that the scram- 
ble among banks for dollars to 
cover purchases of Philippine debt 
paper caused the recent fall in the 
peso's rate against the US cur- 
rency. The rate touched a low of 
P21.05:US$1 on 11 March but it 
recovered to P21.015:US$1 by 15 
April. Nevertheless, it was still 
1.05% down from its level at the 
start of the vear. The fall in March 
was the sharpest since the specula- 


E 
| 
| 
| 


Y31Dec. | HK$319.8m | 
(US$41m) 


A$20.7m 
(US$15.5m) 


Y 31 Dec. “Rs 173. 6m +4 
: i (US$13.3m) 


| 
| 





tive attack on the peso in October-Nov- 
ember 1987, following a failed coup at- 


us 
ernandez has also said that the debt 
swaps have contributed to a rise in the 
money supply, fuelling inflation. Con- 
sumer prices rose by an average 3.8% in 
1987 as the central bank stuck to its pol- 
icy of "cautious liquidity management." 

This year the inflation rate is forecast 
to rise to 6-796 on continued firm con- 
sumer demand. In the first three months 
of this vear, the inflation rate was 8.996 
on an annualised basis, compared to 
—0.6% in the same period last year. 
Fuel prices may be a key factor in the 
coming months if the price of imported 
crude oil rises substantially. 

The central bank has kept the lid on 
interest rates after lending rates rose 


| sharply from last year’s lows. On 8 April, 


DEMAND PULL INFLATION 


| b. [eene change in Consumer Price Index; ae ree 





REVIEWGRAPH by Barny Lee 


E T% change | Dividend | 
on e (prev.) 


n.a. 


4146 | 50% 
(3095) 


*901.5 


¥481.16b 
(US$3.9m) 


Rs 471m 
(US$26.8m) 


HK$101.6m 
(US$13m) 


A$260.3'* 
(US$194.9m) 


Rs2.9b 
(US$221.4m) 


(nil) 


n.a. 


+17 


+5 | Rs20 


(Rs 18) 
-1.3 









the central bank rejected tenders for its. 
weekly auction of treasury bills because . 
the rates offered by the bidding banks - 
were "too steep to be reflective of the - 


market." Rates on one-year T-bills had __ 
been slightly above 16% for several | 
weeks prior to the bidding. The ave 
lending rate on secured loans h 
hovering around 20-2596 recently, co 
pared to 1676 last year. ur 

The high cost of funds could discour- : 
age investors just as investment is begin- 
ning to grow again. In 1987, total new- 
equity in both new and existing busin 
enterprises registered . , 
urities and Exchange 
(SEC) rose to P8.11 billion, 
double the 1986 level. The $ 
tered a record 11,752 new Cor 
last year. 

The labour sector has 
Unemployment fell to 9.4% 
compared to the 14% recorded. 
The number of strikes, which has M 
investors in the past, has fallen 
dramatically from 147 in the first 
quarter of last year to 44 in the first. - 
three months of this year. Inthe 
first quarter, 230,00 working days- 
were lost in strikes, against 526,000 
over the same period of 1987. 

The decline in the number of - 
strikes followed a slowdown in the: 
incidence of business closures and 
retrenchments. Last year 671 firms: 
closed down, compared to 1,013 in 
1986. The number of displaced | 
workers resulting from these clo- 
sures fell to 34,721 from 46,159. 
However, some of the big labour | | 
federations are preparing to | 
launch campaigns for wage in- 
creases in coming weeks, which 
may create tension. — Jose Galang 















Comment 


Japan s No. 2 beer brewer said lower raw materials prices, 
higher interest and dividend income, pushed profits up. WU 


| Pakistan firm said raw-materials costs rose 7.796; wi 
up 17.5%. Long-term debt rose to Rs 107m from Rs 32. 8 


4.76 Previous year's loss figure i included extraordinary loss; 
| comparable figure for 1987, | 


Wholly owned subsidiary of US bank said expanding foe. 
based income, increased mortage lending, boosted net. 


Indian chemical firm said substantially lower tax lability 
| offset 12% decline in gross profits. 


$$210.1m 9¢ Group profit excludes extraordinary gains of S25. 3m 


(1986: 3526. 1 26. 1m) from investme from investment and property s sales. 


E "31 Dec. | S$25.3m 
| (US$12.7m) (US$105.1m) (same) | 
| Y31Dec. | P132.4m +184 P237.4m nil Soriano fa family flagship said me flagship said management fees rose 37%, 
(US$11.3m) (P0.03) | sale of investments worth P59.58m boosted performance. 


(US$6.3m) 
Y 31 Dec. on 4.6b +67.9 | Won656.7b =7.5 Won 500 | Strong income growth due to management rationalisation. 
$6. (US$864.1m) = 400) | Sales bad: due to dwindling overseas contracts. 
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18 Apr. Spot | Previous 3 months tyeat | una | 
| US$1 WORTH ratet week? agot be ea treasury "s hoot adieu ipda : 
Australia dolar | 1.333 | 1.342 1.417 1.404 NE Dorue RR | 
Britain pound 0.527 0.536 0.566 0.612 Australia 1338 | 1075 | 1073438 | 10.96875 11.25 
' Canada dollar 1232 | 1.246 1.288 1.318 S | : | | i 
France franc 5.625 | 5.704 5.695 6.022 Britain 8.00 | x | 7.9375 | 7.875 8.125 
. Hongkong dollar 7.8125 | 7.8112 7.7935 closed "T | i 
“india rupee 7.615 7.591 13.075 12.837 Hongkong ad | owe o e Meis 
| indonesia rupiah 1,665.00 1,666.00 | 1,659.00 1,641.00 indonesia | 22.00 | = | 19.50 | n.a. | n.a. 

Japan — yen 123.88 126.20 130.63 142.95 I ! -— | | 
Malaysia dollar 2.566 2.581 2.555 2.48 Japan $.50 — | UE LM NE 4.1875 
New Zealand dollar 1.517 | 1.493 1.534 1.729 "35375 | i | 
Pa rupee 17.4325 17.4325 17.4325 17.331 | | | 
peso 21.025 | 21.02 20.875 | 20.432 Malaysia 7.25 -— | 3.55 | 3.65 3.75 
dollar 2.001 2.0085 | 2.0425 2.135 | | Ane 1 
SouthKorea won 740.80 | 742.90 78770 | 83410 NewZealand | — 18.50 wee LOHN TEON - i 1S0 
| Srilanka rupee n.a. | Philippines | 6.9375 16.434 | 11.50 | 10.25 10.25 
| Switzerland franc 1.369 i ; 
~ Thailand baht 25.13 South Korea 11.50 naa. "T = MS 
. West Germany mark | 
i a ae! Taiwan 5.75 5.01 | 425 4.20 |] 410 
' ici Communist A 
* | countries Thailand 11.50 4.50 | 8.50 | 8.50 = 
Bangladesh taka 29.50 China us 8.50 7.053 | 7.0625 728 | 7.4375 
| ed ved in ; US$ - Rmb 3.722 _EUROCURRENCY AND ASIAN CURRENCY UNIT DEPOSIT RATES} 
Macau pataca 8.055 : HK$--Rmb 0.476 t month 3 months | $months |- 12 months 
| Nepal rupee 22.00 Soviet Union ee, a eet P rcr A E Meses 
PapuaN.G. — kia | 0875 USS - Rouble 0.5945 US$ | 7.0625 7.1875 | 7,375 7.8125 
Other: SDRI = US$1.38775, ECU1 = US$1.2504, Laos Esteriig T.85 ^en 8128 — | 8.5625 
$$1 = M$1.284, £1 =HK$14.8408, E Yen 3.875 4.00 4.125 425 ^. 
.S months forward: Japan Y 124.40, Viet l 
abd Swiss Fr. | 1.8125 1.875 2.125 2.5625 








Hongkong HK$7.761, Singapore 851.984, 
{Mi Te oor US$ = Dong 368.00 






3.375 3.625 
11.00 


Dm 3.25 3.3125 






Source: Telerate for spot and forward rates from Asian money markets, Republic Na- 
| tional Bank of New York for banknote selling rates on the Hongkong market 
and Deak International Ltd for official rates. 








———H 













*longterm — **short term ! offered rate Source: Telerate, Vickers da Costa & Co. 


BOND YIELDS (%) 























Last sale to 18 Apr. Average of representative high-grade issues = < | 
Previous 3months | Year 18 Apr Latest | 1 month | 6 month 
n ago ed De a Et l j = Š = 





USS: | ir OPER 
Domestic 3-Syearst | 8.13. |. 779 9.32 











Gold London (3) 460.50 450.00 475.25 439.25 


















































































































































































































Copper New York (4) 7-10 yearst | 8.79 | | . 8.45 9.95 

pasate M (May) S a 104.45 121.00 | 63.35 international — 3-Syearst 824 | 7.B4 9.80 

| Alüminiu ta TM " | : 7-10 yearst | 8.85 | 8.53 10.45 

Current delivery (Apr.) | — 1218.00 1452.50 | 1175.00 891.00 Yen: 

June delivery 1,117.00 Domestic 3years ! | 3.47 3.523 5.091 
Tin KualaLumpur (2) 17.32 17.37. — | 17.35 16.65 Dyas) cede qo M 6.142 
Cotton New York (4) International — 3-5yearst | 3.75 3.84 5.60 
^ Current delivery (May) 62.72 60.82 64.66 64.55 7-Wyearst | 4.47 | 46t 6.14 
© July delivery 60.04 Dm: | 
Rubber KualaLumpur (9) Domestic 3-Syears" na. 5.625 | n.a. 

Current delivery (May) 308.00 304.00 28200 202.00 1:0years" | na. n.a. | n.a. 

‘duly delivery 309.00 international — 3-5years! | 49! | 496 | 628 
Palm Oil KualaLumpur {5) 7-10yearst | 6.09 | 6.07 | 7.20 
4 940.00 1,260.00 750.00 AS: | 
TUM i Domestic 3 years t | 11.02 | 1141 | 13:345 
u Wyearst | 1179 | 11,92 13.78... 
[s - (May) 2c international — 3-5yearst | 11.40 (| 14.83 1947 — 
ki l . " 7-10years: | 12.16 | 12:35 | 13.70 
pper Singapore — (10) C$: | NN 
. Sarawak Asta blk 100% 830.00 887.50 947.50 1,030.00 Jers | | | 
Wheat Giese 6) Domestic 3years t! 920 | 9.07 | 10.98 . 

Current delivery (May) 312.60 306.60 330.20 282.50 10 years * | 9.49 9.45 ]| 14.92. 

July delivery 322.00 international! — 3-5years! | 9.43 | 921 | 11.37 
Maize | Chicago (7) 7-1Oyears! | 9.91 962 | at 47 
: Current delivery (May 202.60 174.00 £: | | i 

July delivery | | 214.00 Domestic 3years? na. | na | 9.363 
Rice . Bangkok (8) 10 years t n.a, | mk 10.4325 FE: 
-5% white fob | * | 300.00 300.00 285.00 213.00 International 3-5 years? 878 | 9.22 | 1064 fo 
Soyabeans Chicago b | 7-10years! | 9.244 | 9.57 | 10.79 
- Current delivery (May) | | 662.40 622.60 517.50 NZS: | | | 

-duly delivery 671.06 Domestic 3-5years! | 13.50 | 13.35 | 18.60 

Cocoa —ć/ | London a) | 7-i0years! | 12.85 j| 1275 | 15.70. 
: ed sicher (May) | | 1,158.00 1,302.50 | international 3years* | 13.45 | 13.34 | 17.12 
T | 7-1Oyears' | 12.735 | 12.70 | 15.92 
London (0 SFr: | l 

Current delivery (May) : 1,214.00 1,262.50 | | 

July delivery 1,108.50 3-5 yearst 3.95 | 3.97 5.34 
Petroleum Tokyo: (11) 7-10 yearst 4.42 4.60 5.28 

. Sumatran light 16.40 17.30 17.56 ECU: | 

Brent London ü t) 17.30 16.95 18.05 3-5 years! 6.95 | 7.143 | 8.64 
— - 7-10years: | 748 | 785 | 9.18 
(1)£atonne (2}M$akg (3) US$an oz 4 USe alib (5)M$atonne (6) USc a 60 tb bushel RECITNCRORI SURVIE ara UIT donc usus dn A CN 

*AAA corporate |‘ Government | Source: Terate: 





(7j USca56Ib bushel (8) USS.a tonne (9) Mca kg | a 0)9$a100kg (11)USSabarrel Source: Teterate, Reuter. 
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s Year earlier 
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$5 change previous 3 months 
ES % change year earlier 

=d Imports (8$ 
Latest 3 months 
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% change year earlier 
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EFFECTIVE EXCHANGE RATES 


Weighted for 1985 trade m the countries shown plus the US and Canada and 14 European countries. Figures are for the week ended 16 AM. 


(end year) 


(end month) 


(weekly values) 


Sinaspare 


ECO IOMIC INDICATORS — SELECTED ASIAN COUNTRIES 


AUSTRALIA 


4.6 
1-3 


US$8.47b 
(Jan.) 
US$5.91b 


US$7.82b 
*13.0 
422.2 


US$7 22b 
ats 
+ 43.8 


(oct. Dec.) 
4.7 
i7. 1 


A$124.8b(10) 
(Jan.) 


+155 
MALAYSIA 


US$7.44b 
(Dec.) 
US$6.03b 
4 US$0.79b(4) 
(Oct.-Dec.) 
«US$0.57b 
* US$0.45b 
US$4.24b(4) 


*9.3 
434.9 


US$3.45b(4) 
*4.7 
+29.4 


1980-- 100 


CHINA 


9.4 
7-7.5 


US$16.31b 
(Dec.) 
US$11.45b 


-US$1.24b 
(Oct.-Dec.j 
-US$0.71b 
-US$3.0b 


US$13.41b 
+35.8 
+40.4 


US$14.65b 
+38.4 
+ 16.7 


Gent. -Dec. } 
es A 
Hmb 775.48b 


(Sept.) 
7.501) 
+34.2 


PHILIPPINES 


US$0.77b 
(Jan.) 
US$1.82b 


-US$0.15b 
(Oct.-Dec.) 
-US$0.33b 
-US$0.01b 


US$1.62b 
8.7 
430.7 


US$1.77b 
-2.8 
+44.6 


HONGKONG 


13.6 
5-7 


n.a. 


n.a. 


4 US$0.24b 
(Dec.-Feb.) 
*US$0.32b 
- US$0.06b 


US$13. 12b 
-1.8 
+37.0 


eis 2. al 


Dec. Feb. ) 
+ a » 


HK$328.16b 
(Feb.) 


- 0.8 
+30.5 


SINGAPORE 


8.6 
5-7 


US$14.02b 


(Aug.) 
US$12.91b 


-US$1.15b 
(Oct.-Dec.) 
~US$0.90b 
~US$0.81b 


US$8. 59b 


US$9.74b 
+8.3 
+34.8 


i June 82-May B3 = 100 
103.3 


INDIA 
1-2 
1.5 
USS6.14b 
(Oct.) 
US$5.87b 


-US$1.57b 


Rs 1.61t(10) 
(Feb.) 
0.8 
417.2 


SOUTH KOREA 


* US$1.75b(6) 
(Dec.-Feb.) 
+US$2.01b 
+US$0.87b 


US$13.26b{6) 
+2.8 
+439 


US$11.51b(6) 
* 5.6 
«37. 8 


1985= 100 


| 
| 
| 
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INDONESIA: 


* US$1.49b(9) 

(Sept.-Nov.) 
*US$1.54b 
* US$1.01b 


US$4.73b(9) 
+2,6 
* 38.6 
USS3 coe 
+ 38 o 


Apr. 77-Mar. 78-100 
302.0 


(Dec.-Feb.) 
42.5 
*9.0 


Rps 31.64t 
P J 


+15.6 
TAIWAN 


US$76.7b 
(Dec.) 
* US$46.3b 


:U85$3.28b 
(Dec.-Feb.) 
+US$5.08b 
+US$4.13b 


US$13.75b 
—6.0 
427.0 


US$10. 475 


4.2 
3.5-4,5 


US$82.92b 
(dan) 
US$51.48b . 


* US$16. 91 bl) 


(Dec.-Feb.) 


4US$18.98b —. 


+US$20.12b 
US$60. . 20046) E 
E Uy 6 
US$43.89b(6) 
47.4 
439,0 
1985-100 
100.8 
(Nov.-Jan.) 
- 0.4 
+08 


*377.73t 


6.6 
6.8-7 


US$4.20b 
(Jan.) 
US$3.01b - 


1976 100 
205.8. 

(Oct. Dec) 
GO 


y ier estimates of GDP. (GNPF in Japan) (2) Consumer Price index A (3) M2 or currency plus bank deposits (4) Peninsular Malaysia only — (5) IMF definition of reserves minus gold 


xcept for S re... (6) Customs basis (7) fob (8) cif (8) Excluding petroleum products (10) M3 (11) % change over past 3 months Source: Official sta istics. 













.| buying opportunity. Most of the falls 


= |. (US$3.52), but SIA closed 50 S cents 
down at S$11. Volume averaged 24.8m | 























15 Apr. and a further 46 on 18 Apr. 


cents) to HK$7.85. Hongkong Bank 
- dropped 90 HK cents to HK$6.60. 


.| Turnover was 3.55b shares, worth | 
^] HK$6.23m. ; 


. US trade deficit pushed the market 


aged 927m shares, worth 979b. 


= SINGAPORE: The market was hit bv 
© Wall Streets fall but prices were 
-. buoyed by a few bargain hunters, who 
< treated the sudden bearishness as a 


d 


were in speculative stocks. Nationa 
Iron was unchanged at  S$7.05 


shares a day, worth S$41.8m. 






KUALA LUMPUR: Two days of spec- f 
tacular gains were wiped out in a day of | 
panic after Wall Street's 101-point | 


dive. Blue-chips were hit badly as in- 


. vestors dumped stocks. Shipping | 
- counter MISC almost touched M$7 | 


(US$2.72) before falling to M$6.40. 
KL Kepong lost 28 M cents to M$3.62. 


shares valued at M$31.1m. 


Mines jumped to 32m shares with 


. A cents up at A$1.76 (US$1.30). Vol- 
.ume was 617.8m, worth A$887.3m. 


Wall Street’s downward push but 
- drifted in light trading after touching a 
< high for the year of 2,032.34. Higher 
than expected first- -quarter inflation 
. figures affected sentiment. Fletcher 

Challenge gained 3 NZ cents (2 US 
cents) to NZ54.66. Brierley ended 6 
- NZ cents higher at NZ$1.36. Volume 
was 37.33m, worth NZ$44.20m. 


Not all fall down 
ASIAN markets were mixed in the period to 18 Apr., with many of the larger bourses falling on Wall PEELS s 
- plunge. Taipei and Manila went against the trend. 


. .HONGKONG: Share prices fell sharply f 
. as local speculators rushed to take pro- | 
< fits after Wall Streets plunge. The | 
Hang Seng Index dropped 85 points on | 


Hongkong Land fell 45 HK cents (6 US | 





. TOKYO: Confidence arising from the |, 
. G-7 meeting on 13 Apr. proved short- | 
_ lived. The Nikkei Index broke above f 
' 27,000 for the first time but news of the | 


| lower. Shares then stabilised at the | 
lower level. Nippon Kokan gained *12 | 
. (10 US cents) to Y405 and Fujitsu shed | 
- ¥30 to Y 1,500. Daily turnover aver- | 








Average daily volume was 18.5 million | 


A AUSTRALIA: Shares edged higher at |, oo 
< the beginning of the period before los- | 
ing 30 points in response to New York's : 
I01-point plunge. But the market re- | 
covered quickly when bargain hunters | 
moved in. Turnover in Mount Isa | 


. heavy overseas buying. MIM finished6 | 


NEW ZEALAND: The market resisted [ 












MANILA: Prices closed mainly higher 
in lively trading following President 
Aquino's successful trip to China. 
Average dailv turnover for the period 
reached P58.12m (US$2.8m). up 
45.375. on volume of 287.88m shares, 
down 19%. Commercial-industrial 
stocks led the rebound, with PLDT ris- 
ing 13.7% to P166 and San Miguel-B 
gaining 9.2% to P167. 


BANGKOK: A 10-point fall by the 
SET index in reaction to the US trade 
figures erased earlier gains. But the 
market finished 1.45 points up at 
397.58. Institutional buy. continued 
on expectations of good first-quarter 
results. Mining counter Tongkah Har- 
bour led gainers, rising Baht 24 (95 US 
cents) to Baht 214. White Group fell 
Baht 10.25 to Baht 35.50. 


SEOUL: Shares slumped amid labour 
unrest and uncertainty over upcoming 
national elections. Trading was light. 
Daily volume averaged 4.8m shares, 
worth Won 81.2b (US$91.28m). Elec- 
tronics and securities stocks gained. 
Short-term finance companies fell. 
Samsung Semiconductor and Telecom- 
munications rose 12% and Anam In- 
dustrial climbed 9% . 


TAIPEI: The weighted index rose a 
modest 187 points despite selling by in- 
dividual investors in reaction to Wall 
Street's fall. Strong buying of financial 
counters and asset stocks helped push 
the market higher. Average daily turn- 
over for the period was NT$17.62b 
(US$616m). Hwa Nan Bank rose 5% 
to NT$378, while „Cathay Life Insur- 
ance increased 11% to NT$877. 


BOMBAY: Share prices moved within 
narrow limits in thin trading in the holi- 
day-shortened period. Shortages of 
scrip, brought about by heavy institu- 
tional buying in the previous period, 


» was largely responsible for the low 


turnover. Among the gainers, As- 
sociated Cement rose Rs 14 (US$1.10) 
to Rs 143. Britannia Industries shed Rs 
4.50 to finish at Rs 77. 


NEW YORK: Stocks slumped more F 


than 101 points on 14 April after a sur- 
prise widening of the US trade deficit. 
A barrage of sell orders linked to stock 
index arbitrage added to the damage. 
Sentiment remained weak for the rest 
of the period. Volume was 922.14m 
shares. The Morgan Stanley Capital 
International Index was 1.5 points 
down at 458.8 on 15 Apr. 
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OPPORTUNITY TO SPECIALIST 


| MEDICAL TREATMENT 





: = Property from Hong Kong 














Hampton & Sons, the leading UK Estate Agents can assist you to buy, sell, let, PURCHASE UNIQUE 
manage: and aang finance for your UK house or flat, ' 
a niet DAVIES HAMPTONS PUBLISHING ANNUAL medic al OF si ingical treatment, | -. 
! K | Bird floor Two Exchange Square, Hong Kong, Australie the facilities 


4 Arlington Street, London SWIA IRB Telex: 25541 4M 
| xd jertise equal to 
| the best í in the world. 


I Why travel o the USA Of 
dà me UK and Eu -i 


A$850,000.00 & S.A.V. 


1. Take over a dynamic, progressive 
publishing business, with established 
reputation as the market leader. 
* Producing self-financing annual. 
* 15%-25% return on investment. 
* Turnover A$300,000 with good 
growth potential in Australia and 
internationally. 


| Sound investment for existing pub- 
isher seeking to extend range, or a 
creative entrepreneur, 


| 2. OPTIONAL EXTRA. 

| » Stunning inner-city 2 storey office; 
showroom/apartment, 

+ Modern conversion of historic 
1898 building. 

+ indoor and outdoor gardens, gar- 
age. (Not for sale without busi- 
ness.) Business and Building: 

A$1,450,000.00 & SAVY. 


Enquiries should be made to: The 
Publisher, PO Box 761, Lilydale, Vic | 
| 3140 Australia. Fax (03) 735 1697. 
































FOR SALE — NEW YORK CITY 
MIDTOWN BUSINESS CO-OP 


Full Floor-6000 satt, new condition, 
offices & ight manufacturing 
Center of Manhattan Garment District 
Excellent for import/Export, 
$850,000 — U.S. Dollars 
Reply. Mr. Bums 
Cambridge Graphics 
246W38 St. N Y.C. 10018 USA, 
Phone 212-921-8440 FAX 212-921-8809 


^: FANTASTIC OFFER! 
BUFFALO - CATTLE - HORSE. 
d RECREATIONAL RANCH © 


d Cattle; Horse & Recreation 
ch. nalla Acres with lots of gaang: 





























| International HealthCare 
P.O. Box 314, West Perth 6005, 
Western Australia. Tel: (09) 480 4827. 
Fax: (09) 322 7373. Ref. 10191. 
Telex: AAS2841. Ref: 10191. 


















o ae oa upon request. 
- BILL NOLAN LIVESTOCK 


` Route 2, Box 80, Bonduel, Wi 54107 
or Call - 715/758-8484 



















FOR SALE 


Operating ceramic factory near 
Bangkok. On sale-US$1 million 


serious inquiries please write to: 
P.O. Box 24-21, Bangkok- 10240, 
Thailand. TLX: 82179 TRAVEX 
TH FAX: 662-2537610 TEL: | 
374-5152-3 Attn: NARONG-PAT 


If you have something 
to say... say it 
in the Classifieds! 


Readers 
are 
recommended 


| Qlo make: appropriate en- 
| quiries and take appropriate 

; | advice before sending any 
| money, incurring any ex- 
| pense or entering into a bind- 
ing commitment in relation to 
-an advertisement. The Far 
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THE 
DIPLOMAT HOTEL 
2 CHESHAM STREET 

BELGRAVIA | 
LONDON SW1X 8 DT 


FARRAR 


TEL: 01-235 1544 


NT 
SURVEYORS VALUERS 





_ The London Property Estate Agents specialising in 
- Central & South-West Areas who provide the most 

^ comprehensive service for those purchasers buying for 
It investment or owner occupation. 


SALES: FURNISHING SERVICE: RENTALS: 
MANAGEMENT MORTGAGE FACILITIES 

















To: Farrar Stead & Glyn 
1006 Sutherland House 
. 3 Chater Road, Central 

. Hong Kong 


Tel. 5-252136 
Fax. 5-810 6815 





plese send me details of Central London properties 
a Name dut EAT ; aripi Price Range |... 
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Requirements ....... m 
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dob on v X ee S e 3 ao a vapor 


&wRábrkwewshttye — 79 84 2 7 3 ee ee ee Se Tor Tra se tnr rar. 


TELEX: 941 3498 EXECUT G 


FAX: 259-6153 

Single is £49.95 + VAT 
Double/Twin is £64.95 + VAT 
All rooms with private facilities, col- 
our television, direct dial telephone. 
hairdryers, coffee and tea makers. 
Substantial breakfast served in 
bedrooms. 








| Eastern Economic Review 
| shall not be liable to any per- 


son for loss or damage incutr- 


| ed or suffered as a result of 


his/her accepting or offering 
to accept an invitation con- 
tained in any advertisement 
published in the Review. 





COPYRIGHT REPRINTS 
The combined efforts of the Far Eastern Economic Review's large and 
highly skilled editorial team have made it the premier source of informa- 
tion for those who do business, or have an interest, in or with Asia. rA 


As a testimony to the publication's editorial quality, many Review articles 
have, over the years, been reprinted in newspapers, magazines, educa-. 
tional textbooks, newsletters etc throughout the world. 


Should you as an editor, publisher or on behalf of an organisation, m 
tional establishment etc wish to enquire about our reprint and copyright 
charges, please address your correspondence to: 


Managing Director 


Review Publishing Company Limited 


GPO Box 160, Hong Kong 
Tel:5-293123  Fax:5-8656197 


Telex: 828064 REVMD HX 


We welcome enquiries from all interested orc and assure you at our: 


prompt, individual attention, 








eadership and is seeking key editorial staff. 
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and knowledge of the Asian region. 


ROVING CORRESP! 





hing Co. Ltd., publisher of Far Eastern Economic Review, is to publish a new monthly magazir 
technology and science, primarily in the Asia-Pacific region. The magazine will be aimed at both a specia 


FOR: The editor, in consultation with the editor of the Review, will be responsible for defining the final content — 
format of the magazine and with helping to oversee its design; organising a regional network of contributors and 
liaising with a number of overseas specialist and academic publications. Candidates, ideally, should have previous ex- 
 perience in this area of journalism at a senior level and be familiar with global developments in science and technology 


RRESPONDENT: The roving correspondent will be responsible for providing major articles for the — i 
.. magazine from around the region, as well as contributing to its various sections. Candidates should have a good, broad —. 













knowledge of current developments in the field, plus a demonstrated ability to generate ideas and to write concisely e 


and clearly on science and technology in a variety of fields. Previous experience of the Asia-Pacific is desirable. As it 





is possible the chosen candidate will be based in Tokyo, knowledge of Japanese would be an advantage. 


- ASSISTANT EDITOR: The assistant editor will have wide-ranging copy-editing duties and be responsible for run- 
_ ning at least one section of the magazine. A strong interest in science and technology and the ability to rewrite and 
_ edit stories with precision are essential. Candidates should also be interested in contributing articles to the magazine. 


Applications for the above positions should be addressed to the Editor, Far Eastern Economic Review, GPO Box 160 VE 


. Hongkong, in an envelope marked “Asia Technology”. 


THE UNIVERSITY OF MELBOURNE - 
CHAIR OF CHINESE — 
Applications are invited for appointment to a Chair of Chinese in 
the Department of Asian Languages and. Anthropology which 
2 becomes vacant on the retirement of Professor H.F. Simon. 






The position is open to candidates with a distinguished record 





to Chinese Studies, including Chinese language and litera- 







Chinese. The successful candidate will be expected to 
provide academic leadership in Chinese and. other Asian 
languages within the Department and for new interdisci- 
 plinary initiatives in Chinese Studies within the University. 







The position is tenable from 1 January 1989. 
Salary: $59,183 per annum. 





Further information about the position, including details of appli- 
cation procedure, superannuation, travel and removal ex- 
penses, housing assistance and conditions of appointment, is 
available from the Registrar. All correspondence (marked "Con- 
fidential — Chair of Chinese") should be addressed to the Re- 
"^| gistrar, The University of Melbourne, Parkville, Victoria, 3052 
|... Australia. Fax No. (03) 344 5104. Telephone No. (03) 344 7529. 


Applications close on 1 July 1988. 












;ouncil reserves to itself the right to make no appointment 
e Chair by invitation at any stage. 








An equal opportunity employer. 








of scholarship in any of a broad range of disciplines related 


ture, history, geography, anthropology. sociology and politics. 
Applicants should have proficiency in. modern standard 





A perfect setting, targeted to reac 
an ideal audience. 
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The fourth issue of every mon t i 
In the Far Eastern Economic Revie ^ 


Contact: 
Karen Cole ui 
International Classified Manager | 
Tel: 5-293123 ae 
. Fax: 8656197 
Tix: 82804 REVMD HX 


Properties of Distinction, mu 
A distinguished way to sell. — 


ee 


[LETTER FROM BRISBANE 


iritics have worked hard to prove 

the adage that Australians are the 
ET knockers in the world. Expo 
8, the country's first world's fair in a 
century, has been a favourite target for 
everyone to "have a go" at the planners 
of what is touted as the largest and is 
certainly the most complex single event 
in Australian history. 

Across the river from Brisbane's 
centre, the 40-ha Expo site has been an 
exhibit-building beehive for more than 
a year, targeted towards a 30 April 
opening. Forty-nine nations, one more 
than at the last Expo in Vancouver, are 
hosting pavilions, despite concerns 
from some about the negative coverage 
by Australia's media. Obviously, they 
don't understand the local penchant for 
criticism. 

First, it was the lack of publicity, a 
charge with some apparent substance, 
because Expo's media manager was 
later sacked. Then it was the complaint 
from Australia's four Labor states that 
Queensland's irrepressible National 
Party premier, Sir Joh Bjelke-Petersen, 
was turning a world’s fair hosted by all 
of Australia into a pet project for the 
state of Queensland. Then there were 
the criticisms about hotel shortages, 
rent gouging, and the like. 

Expo chairman, Sir Llew Edwards, 
weathered all these storms, plus 
Jubel aye protests, with considerable 
aplomb. Sir Joh's forced retirement as 
premier eased the way for Australia’s 
hold-out states to join, so the only 
big issue left at the first of this year 
was what would happen — and 
at what price — to Expo's site 
after the last of an estimated 
7.8 million visitors left at the 
end of October. 

The credibility of Expo’s plan- 
ning depended on this issue. 
Former prime minister Malcolm 
Fraser reportedly rejected the 
idea of staging Expo in Australia 
because it was too expensive. 
Then Sir Joh boasted that 
Queensland could do it at nq, cost 
to the taxpayers. Brisbane got the 
nod, but Sir Joh's no-cost assur- 
ance was embodied in an act of 
parliament. 

His assumptions were that 
Expo would make enough from 
ticket sales, food, and rentals to 
i up to A$230 million 
(US$171 million) loaned from the 
state. With A$150 million in cor- 
porate sponsorships, Expo would 
only need another A$120 million 
to break even. If the site could be 
sold for that, Expo 88 could be the 
first self-funded world’s fair and 
Brisbane could solve the problem 
faced by other host cities of what 
to do with an Expo site once the 
party is over. 


* 


The knockers had a field day with 
that one. A$70 million (A$10 million 
less than Expo had paid) was the top 
em they predicted for a site that had 

oused a natural gas plant, railroad sid- 
ings, and derelict warehouses. Add this 
shortfall to an upsurge in interest rates, 
and it looked like Expo would need 
about A$75 million of taxpayer bailout. 
So much for Queensland's "free enter- 
prise" Expo! 

Thirteen applicants submitted pro- 
posals in March last year for post-Expo 
redevelopment of the site. They were 
told to use their imaginations as to what 
"the most important land-holding in 
Australia" should become. 

A review committee of state, Expo, 
and city officials screened these pro- 
posals down to a short list of four. Then 
they asked those four — all big players 
in real estate — to produce more de- 
tailed plans. The process was supposed 
to end with a committee recommenda- 
tion to state cabinet by Christmas. 


hats when things began to heat 

up. Brisbane activists realised that 
a permanent decision was imminent 
on a major stretch of their riverfront. 
They complained that a strip of park- 
land along the river had been bought 
over the past 20 years with taxpayers' 
money, and ought to be returned when 
Expo finished. Lord Mayor Atkinson 
went even further, insisting that the 
riverfront parkland was "sacred, sacro- 
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sanct, and absolutely non-negotiable." 

Three of the four short-listed de- 
velopers, anxious about their political 
connections, secured Queensland Na- 
tional Party knights for their boards, 
though the CM Group had the bad luck 
to pick a close friend of Sir Joh's prior to 
his forced retirement. 

At the last minute, state cabinet de- 
cided that plans should provide for a 
casino and world-trade centre. Com- 
Pe both, Conrad International 

otels, which operates Jupiters Casino 
on the Gold Coast, already held an 
exclusivity guarantee from the state 
government that would preclude any 
Brisbane casino before 1992, and 
Fricker Developments, which was not 
on the short list, held exclusive rights 
from the World Trade Centre Associa- 
tion to build such a centre in Brisbane. 

In the end it was all more or less 
sorted out. State cabinet picked the de- 
sign from River City 2000 consortium, 
comprised of Kern Corp., F. A. 
Pidgeon and Sons, Conrad Inter- 
national Hotels, and a superannu- 
ation-trust fund. Room was left in 
a proposed hotel to add a casino. 
A world-trade centre was in- 
cluded with the understanding 
that River City would obviously 
have to negotiate with Fricker for 
its rights. 

River City's proposal had two 
outstanding features. One was a 
river channel cut through the 
Expo site, converting land that 
would house the trade centre and 
hotel into an island. And the other 
was the price — A$200 million 
paid over six years. 

The losers are now claiming 
they didn't have time to calculate 
the value of a casino in their last 
minute revisions, and that the pre- 
sent value of their offers would 
have been higher than River 
City's. The public is clamouring 
that River City didn't leave 
enough parkland, and they had no 
chance to comment before a final 
propos was picked. 

efore it opens, Expo is al- 
ready assured a profit and Bris- 
bane is assured of a controversy 
that ought to be good for several 
years. — David Knibb 
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WIDE LINKS 


Whenever you wish to travel, we have 
therightconnection. 


Kuwait Airways flies to more than 40W@estinations, with a, 


convenient connections. After all, your comfort is our 
concern. Our friendly reservation offices around the world 
will gladly assist you to draw up your travel plans. 


Once you are on board, our attentive cabin crew ensures 
you have a pleasant journey, whether you fly First, Oasis 
Business or Economy Class. The cuisine is simply superb, 
and is served in splendid style, aboard our fleet of modern 
widebodied jets; Boeing 767's, 747's and Airbuses. 

In fact, you might notice that many aspects of our service 
are simply a cut above the ordinary. That's because we've 
been flying for more than 30 years now, refining our 
service with every passing year. Visit our sales offices any 
where in the world . they ll be more than glad to help you. 


wn. SEs m LÁ pus 
KUWAIT AIRWAYS 


Where east meets west 





Ne need 


mputer 
that grows 
gTa sly. ”4 








NCR Computers 


Our incremental architecture lets you add power without disruption. 





Managing business growth 
is a 24-hour a day job. You 
cant afford the disruptions 
usually caused by com- 
puter growth. 


Disruptions like: 

|_| Installing replacement 
hardware and operat- 
ing systems 

L] Putting up with 
computer downtime 

|] Retraining staff 

| | Building new facilities 

[ ] Recompiling 
applications 


NUR Offices Australia 


NUR Distnbutor Ame 





| ti Hone Kony lut 


ri an Samoa 


A growing business can't 
stop and wait for its 
computer to catch up. 


Thats why NCR designed 
incremental architecture. 
Simply stated, it lets you 
add computer power by 
the slice. And vou can 
add that power at a frac- 
tion of the cost of tradi- 
tional system conversion. 
Often while your existing 
programs continue to run. 
NCR makes it possible 





un \\ mu Malavsia N CM 
Bhutan. India. Indonesia. Korea 


/ealand. Philips 


ines 


Nepal, New Caledonta Solomon Islands. Tahun 





with multiple, indepen- 
dent application process- 
ors and I/O processors. 
lo increase computer 
performance you simply 
add the appropriate 
processor. 


Incremental architecture. 
It’s part of NCR’s 
new-generation attitude 
towards computer per- 
formance. For more 
information contact ' 
your NCR representative 
or distributor today. ; 


Computer performance 
where and when you need it. 





Singapore. So Lanka. Taiwan 


Thailand, Vanuatu 
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